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SALARIES AND EXPENSES 


Funds available for obligation 





| | 
| 1950 actual | 1951 estimate | 1952 estimate 





DIRECT OBLIGATIONS j 








I OO I in iid iiddncecncecasccaccsucaue | $3,975,000 | $4, 200, 000 | $4, 330, 000 

Unobligated balance, estimated savings....................-.-|  —439,323 |... ------2 Bee. oe, 

Unobligated balance, savings under sec. 1214.._____ 2} eee } —100, 000 |_ cules 

Total direct obligations._........................-...--- | 3,535,677 | 4,100,000 | 4, 330, 000 
REIMBURSABLE OBLIGATIONS 

Advances from other appropriations. -.:...................--- 1, 192, 227 | 2, 193, 792 | 1, 387, 428 

eo EE Ey Oe ata SES 4, 727, 904 6, 293, 792 | 5, 717, 428 
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Obligations by activities 



















































































; | ‘ 
| 1950 actual | 1951 estimate | 1952 estimate 
DIRECT OBLIGATIONS 
1. Agency-wide program coordination and supervision. ______- $614, 172 $702, 700 $736, 000 
RS re i ener on een age Be 2, 050, 168 , 802, 1, 694, 000 
3. Slum clearance and urban redevelopment_.___-_____________ } 798, 874 1, 412, 000 , 598, 000 
NT STI I | CE 72, 463 108, 300 102, 000 
5. Housing loans to educational institutions......_.___._..._..|............_- 75, 000 200, 000 
a a nee } 3, 535, 677 4, 100, 000 4, 330, 000 
REIMBURSABLE OBLIGATIONS ‘Bian 
6. Advance planning programs..........................---.-- 1, 056, 744 1, 921, 364 1, 100, 000 
7. War public works liquidation....._........-.---- 2. | 135, 483  } Sea 
8. Maintenance and disposition of project properties....______ BEER Belt sy > 102, 428 102, 428 
9. Loans for production of prefabricated housing..___________- Se diene 150, 000 185, 000 
Total reimbursable obligations._.._............_..._____- 1, 192, 227 | 2, 193, 792 1, 387, 428 
Me II Sis cnccincncanuthc dee i 4, 727, 904 6, 293, 792. 5, 717, 428 
~ i 
Obligations by objects 

| 

Object classification 1950 actual | 1951 estimate | 1952 estimate 
SUMMARY OF PERSONAL SERVICES 

Total number of permanent positions. __.................---- 810 965 879 
Full-time equivalent of all other positions. - ‘ : 21 25 25 
Average number of all employees. --....-...----- 493 841 763 

Personal service obligations: | 
Permanent positions ____- ee A $2, 589, 857 $4, 682, 938 $4, 232, 960 
-art-time and temporary positions sites sacs iictiahnlteaincenicii=i 81, 289 40, 000 40, 000 
Regular pay in excess of 52-week base ____.__.-..----- bey See 18, 956 
Payment above basic rates.....................-.-.------. 26, 496 30, 062 6, 512 
Payments to other agencies for reimbursable details_-- -- | 20, 189 10, 000 10, 000 
Total personal service obligations ____..-.......--.--.-- | 2, 730, 677 4, 763, 000 | 4, 328, 428 

DIRECT OBLIGATIONS | | 
Oe ees oer vie .....3. «2525... : : 1, 694, 931 2, 849,921 | 3, 116, 800 
02 Travel.--- } 65, 928 | 135, 129 | 189, 700 
03 = T ransportat ion of things. aS Sa reo S - -| 4, 428 6, 905 | 8, 700 
04 Communication services__.__. é 34, 882 | 71, 500 89, 500 
05 Rents and utility services_____- 2, 249 | 77, 350 153, 000 
06 Printing and reproduction. ____- | 51, 752 | 103, 079 | 96, 000 

07 Other contractual services: 
Miscellaneous.._- Ros we 28, 925 | 20, 000 | 10, 000 
Services performed by other agencies 21, 713 | 48, 056 | 36, 700 
ee eS eee 1, 389, 804 | 718, 000 | 545, 000 
BR I I i cc reeminacncnsieanats 70, 871 46, 060 | 54, 600 
09 Equipment-_--------- 170, 194 | 24, 000 | 30, 000 
Total direct obligations ._. | 3,535,677 | 4, 100, 000 4, 330, 000 

REIMBURSABLE ORLICATIONS | 

01 Personal services__..........--- 1, 035, 746 | 1, 913, 079 1, 211, 628 
Sp CRATE ROR, Sn. coc uhpincdwaccce | 38, 769 | 122, 635 80, 300 
03 Transportation of things ae 738 | 1, 350 1, 300 
04 Communication services _- ata el 18, 052 28, 800 19, 500 
05 Rents and utility services__.--_---- eche 34, 964 43, 300 37, 000 
oS. Pematine ee reproduction... .... 2. ess 11, 224 | 6, 4, 000 
07 Other contractual services -__--.....-.....-----.---- 37, 672 64, 028 | 18, 300 
08 Supplies and materials_................----.------------ 12, 806 12, 100 | 15, 400 
at Niner ene antakeen pean eninn ‘ 2, 256 | 2, 000 | edits iat ay 
UR PUI 5 onc cnn cncpwsancenhiiie--- e 192, , 27 | _ 2 193, 792, I 1, 387, 428 
IN coins ocnetisinnnka an bitbedebess _.| 4,727,904 | 6,293,792 | 5, 717, 428 


| 
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ApvANCE PLANNING oF Non-FrepEeRAL Pusitic Works 


Funds available for obligation 





1950 actual | 1951 estimate | 1952 estimate 


| 
DIRECT OBLIGATIONS | 


Appropriation or estimate... ...................._.. eae $8, 000, 000 | $20, 000. 000 £6, 000, 000 
Applied to contract authorization __- gO aie a SMeaoaepi sees | —14. 100, 000 —4, 900, 000 
Contract authorization —________- : F =, “ a 17, 000,000 | 27, 000, 000 3 
Prior year balance available: 
So ee aL yt WOre RF et tee 2, 786, 721 - 
eS a eer RRR ete mea 8, 122, 073 
Tota! available for obligation nen eainetccag bey 25, 000, 000 43, 808, 704 1, 100, 000 
Balance available in subsequent year: 
Appropriated funds_......._._.._.._- a Oe ORNS NS | — 2, 786, 721 
Contract authorization. _.___.____- EAR DRE aes : ~=8, 122; 073 |. ou... seen - 
Unobligated balance, savings under sec. 1214 (contract au 
AE Res SaaS 8 ees ae eee F —15, 000, 000 ets 
Total direct obligations.__..........._._.___. ; 14, 091, 206 28, SOS, 794 1, 100, 000 
REIMBURSABLE OBLIGATIONS 
Reimbursements for services performed 


phn i eat 16, 871 13, 000 


Total obligations ______- a DOSE Priore Sate athe 14, 108, 077 28, 821, 794 1, 100, 000 














Obligations by activities 
Description | 1950 actual | 1951 estimate | 1952 estimate 
DIRECT OBLIGATIONS 
1. Processing of applications _______- taliatonice eats hia $419, 777 $758, 435 
2. Advances approved bisdsethin. apenas weksddbo t 13, 404, 670 27, 025, 430 ; 
3. Processing of initial payments : : Sica 14, 300 122, 135 $17, 000 
4. Engineering reviews of completed plans__________- ied 9, 000 
5. Processing of final payments ________- SR SE Se Gee - = 417, 244 664, 925 
6. Collection of repayments. -- seen : : J 8, 550 183, 820 
7. Administration A Peet ges - DE 4 : 252, 459 | 477, 000 225, 255 
unm RNIN nn So ushige wieed s otbiencucede, | 14,091, 205 28, 808, 794 1, 100, 000 
REIMBURSABLE OBLIGATIONS 
Rect icgti rs CN ee se 16, 871 13, 000 cicage 
NN aii 3455 Nicemmbth asthe abbed me cbed a: | 14,108,077 | 28,821,794 1, 100, 000 





Obligations by objects 





| ! ie 
Object classification 1950 actual | 1951 estimate | 1952 estimate 





| 

| 
DIRECT OBLIGATIONS | 
07 Other contractual services... $686,535 | $1,783,354 | $1, 100, 000 
11 Grants, subsidies, and contributions...................___ 13, 404,670 | 27, 025, 430 


Total direct obligations. ________- 2 i san ac eat oe Digs | 44,091, 208 | 28, 808, 794 1, 100, 000 


REIMBURSABLE OBLIGATIONS 


07 Other contractual services i... .... 2.2... -2050-.cccee--e- 16, 871 13,000 |...... 


} 


ER Sa ey OE REE E PERE TTT | 14,108,077 | 28,821,794 1, 100, 000 





NotTE.—For purposes of completeness and comparability, average employment and other data for the 
fiscal year 1950 relating to the following appropriations, the functions under which were transferred from 
the General Services Administration to the Housing and Home Finance Agency pursuant to Reorganization 
Plan No. 17 of 1950, effective May 24, 1950, are stated in the budget for the full year. Advance planning of 
non-Federal public works; public works advance planning; liquidation of publie works advance planning; 
war public works liquidation; and special account; Maintenance, etc., defense public works. 32) em- 
ployees who were identified with such functions were also transferred to the Housing and Home Finance 
Agency pursuant to said plan, 
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Mr. Tuomas. We are most delighted to have with us the very 
capable Administrator, Mr. Foley; Mr. Fitzpatrick, Deputy Admin- 
istrator and General Counsel; our old friend Pere Seward, a transferee 
and now Commissioner of Community Facilities; Mr. Morrell, 
Assistant Commissioner; Mr. Keith, Mr. Ratcliff, Mr. Orendorff, 
Mr. Morse, Mr. Young, Mr. Frantz, Mr. Johnston, and Mr. Baugh- 
man. 

Mr. Foley, do you have a statement for us? If so, we will be 
delighted to hear you. 

Mr. Fouey. I do have, Mr. Chairman. 

Mr. Tuomas. It is always nice to see you over here. 

Mr. Fo.tey. Thank you, sir, 

Mr. Tuomas. We think all of your activities are doing an excellent 
job. Perhaps in the future you are going to have an additional 
workload by virtue of some unborn legislation. Of course, I won’t 
tell you now that we are going to expect you to absorb that adminis- 
trative cost, but we will during the hearing. 

Mr. Fotey. Well, if | may take that as your prediction that the law 
is going to pass, we will start figuring out what we are going to have to 
absorb. 

I have a statement which perhaps it would be well if I read. Since 
it gives the background of the program and the present situation, it 
may be helpful. 

GENERAL STATEMENT 


Mr. Chairman and members of the committee, you have already 
gone into the budget estimates for the Public Housing Administration 
and the Federal Housing Administration in some detail. Neverthe- 
less, I want if I may to describe in general terms the problems and 
program of the Agency as a whole, as visualized in the Budget, before 
turning to some of the specific matters which have not yet been 
discussed in these hearings. 

With your permission, I want quickly to review four main points: 
first, the major changes in the organization and responsibilities of the 
Agency since we appeared before your committee last year; second, 
the progress we had made in the tasks assigned to us by the Congress 
prior to the developments in Korea last June; third, the main things 
we have done in redirecting our programs and readjusting our activi- 
ties to the requirements of national security and the defense effort; 
fourth, the main elements of the Agency budget program now before 
you for consideration. 


ADDED RESPONSIBILITIES UNDER REORGANIZATION PLANS 


Three major reorganization plans have added to the responsibilities 
and workload of the Agency since we appeared in connection with the 
budget for 1951: 

1. Reorganization Plan 17, effective May 24, 1950, transferred 
from the General Services Administration to the Agency the first and 
second programs of advance planning of non-Federal public works, 
together with certain residual operations in connection with public 
works provided under the Lanham Act during the war. By the 
operation of the plan, unexpended balances of funds and authoriza- 
tions and some 325 people were transferred to the Office of the Admin- 
istrator. 















887 


2. Reorganization Plan 22, effective September 7, 1950, trans- 
ferred to the Agency from Reconstruction Finance Corporation the 
Federal National Mortgage Association, which provides a secondary 
market, in accordance with applicable laws and regulations, for 
Government-insured and guaranteed mortgages. A total mortgage 
purchasing authority of some $2% billion and about -1,000 employees 
in Washington and the field came with this transfer. 

3. Reorganization Plan 23, effective September 7, 1950, transferred 
to the Agency the functions of the Reconstruction Finance Corporation 
in making and servicing loans to manufacturers of prefabricated 
houses and to borrowers using large-scale site fabrication of modern 
industrialized methods. While only a handful of employees were 
transferred in connection with this program, the problems involved 
in administering it and in servicing the thirty-odd loans presently on 
our books have proved to be far greater than might have been 
supposed. 

All of these major organizational changes have had a common 
purpose: That of bringing together into a single agency responsibility 
for the establishment of policies and the execution of programs in the 
housing field. 

For these major new activities, the 1952 budget includes substan- 
tially less than was provided for the current year before the transfers 
took effect. I mention this point because we are again appearing in 
support of estimates which at first glance appear larger, because of 
new duties and fuuctions assigned to the Agency during the year. 
Accordingly, I want to stress the fact that, in total, the estimates for 
1952 are smaller than the amounts provided for the same programs 
and activities for the fiscal year 1951. 


PROGRESS OF NATIONAL HOUSING PROGRAM 


Prior to the Korean crisis, progress in carrying out the national 
housing program had been rapid. In terms of total volume, produc- 
tion had reached a level of 1,300,000 units per year or more. It is 
problematical, of course, whether a point had been reached which 
would permit that level to be maintained continuously over a long 
period, even if the defense situation had not intervened. It is quite 
clear, however, that standards of productivity far beyond those of 
earlier experience in this country were being established and could 
have been maintained. However, progress being made cannot be 
judged only by volume figures. Other significant changes had also 
occurred in the national housing program as a whole. The program 
of slum clearance and urban redevelopment was well under way and 
meeting with very active response from local communities throughout 
the country. The program of housing research was well under way. 
The expanded program of low-rent public housing authorized by the 
new legislation was under way, providing for the first time a volume 
of publicly assisted housing for families of low income reasonably 
related to a national production picture and to the portion of the total 
need being met by private enterprise. In short, the national housing 
program was shaping along lines specified by the Congress in the 
statement of national housing policy and objective. 
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CHANGES IN ACTIVITIES DUE TO DEFENSE PROGRAM 


As you know, this picture has greatly changed since last June. 
Federal financial aids have been converted from a device for stimu- 
lating new housing construction to an aid in limiting such construction 
in order to conserve materials and manpower for the defense effort and 
to reduce inflationary pressures within the housing economy. Meas- 
ures have been taken to cut back new housing production by about 
one-third—to a rate of 800,000 to 850,000 new starts. This has been 
accomplished directly in connection with public housing by limitations 
on the number of units to be started, and indirectly in connection with 
private housing production by tightening the terms on which new 
residential construction credit is available. At the same time, existing 
programs have been overhauled and redirected on the basis of their 
appropriate scope of activity and their maximum usefulness in a 
defense period. Let me summarize briefly the main things that have 
been done along these lines: 

The housing research program has been thoroughly reexamined 
to place maximum emphasis @n those lines of activity most immedi- 
ately beneficial during a period of inflationary pressures and materials 
and manpower shortages. 

Necessary measures have been taken to assure that the slum 
clearance and urban redevelopment program will not lead to demoli- 
tion of housing or to use of manpower and materials in conflict with 
defense requirements. 

3. The program of advances for planning of non-Federal public 
works has been administratively limited to those projects which con- 
tribute directly to the solution of defense problems or to meeting 
essential civilian requirements—types of planning, in short, which can 
be expected to repay the Government many times over for the final 
cost of this activity. 

4. As noted above, steps have been taken to tighten the terms of 
Government-insured or guaranteed credit for new construction (and, 
through joint action of the Federal Reserve Board, on conventional 
credit for such construction) in such a way as to cut back steeply the 
total volume of new housing construction, while still providing rela- 
tively greater encouragement to veterans, to families of modest income, 
and to the production of rental housing. 

5. Comparable or somewhat more severe limitations have been 
placed upon the production of federally aided low rent housing for 
families of low income, and arrangements made to give first attention 
to projects located in probable defense areas. Provision will also be 
made to make such projects available for occupancy by servicemen 
and war workers where such action appears to be necessary and 
desirable. 

6. Contimued emphasis has of course been given to the special pro- 
gram of aids to the production of housing in Alaska. 

Studies have been undertaken to determine what special advan- 
tages might be derived from the techniques of prefabrication under 
mobilization conditions. 

8. The college housing program, authorized by the Housing Act 
of 1950 and suspended by the President last fall, has been reactivated 
on a severely limited scale for assistance to defense-connected projects 
only. 
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9. The disposition of the existing stock of war and emergency 
housing under the control of the Government has been suspended, 
except as we can establish on a project by project basis that no prob- 
able defense need is involved. Projects are being reactivated and 
eligibility regulations adjusted where defense needs require, so as to 
make this housing serve in the most useful way. 

These actions are major program changes and redirections: of 
course, they are not a catalog of the defense or defense connected 
activities of the Agency. In addition, among other things, we have 
been working with the Defense Production Authority on the estab- 
lishment of materials requirements for housing and-related community 
facilities, for which the Housing Agency has been designated as the 
claimant agency by the Secretary of Commerce. We have been 
giving such aid as we can to the Atomic Energy Commission in con- 
nection with housing and community facilities problems being en- 
countered in South Carolina and Kentucky. As you know, I have 
recently testified before Legislative Committees of both Houses as to 
the need for limited authority for the provision of defense housing and 
community facilities through methods somewhat similar to those 
authorized by the wartime Lanham Act. 

In fact, problems of new needs for housing and community facilities 
related to defense developments aré appearing in so many localities 
that we are on the verge of taking steps to revise and strengthen our 
field organization for the purpose of dealing with such problems more 
effectively, as well as serving existing programs in the field more 
efficiently. For this purpose we intend to convert the existing regional 
offices of the Community Facilities Service into regional offices for the 
Office of the Administrator. In so doing, we will add a few people to 
each, to the end that these offices, in addition to carrying out present 
programs assigned to CFS in the field, will be in a position to keep in 
touch with major defense developments in the areas involved; to 
represent the Administrator on the Regional Mobilization Committees 
recently established ; to study local needs for defense housing and com- 
munity facilities and recommend steps such as the relaxation of credit 
controls to assist in meeting such needs, and to represent the Admin- 
istrator in the general supervision and coordination of all Agency pro- 
grams in the region, so that all our activities may be continuously 
adjusted to changing needs, requirements, and programs. 

The 1952 budget, however, is based on existing legislation and 
programs, as you know. It is important to bear in mind also that 
this is a budget for operations during a defense period—not during 
a period of war and total mobilization. During World War II we 
reached a point where virtually no new residential construction was 
permitted except for war housing, and that was held to a minimum 
and built under very restricted standards as to materials and equip- 
ment. This budget contemplates no such universal controls. So far 
as we now know, the mobilization program as yet envisions no such 
drastic actions in the foreseeable future. In developing the budget 
estimates, we have extended for fiscal 1952 the announced goal for 
this calendar year of holding to a total rate of new housing production 
on the order of 800,000 to 850,000 new starts. This is a high rate of 
annual production as compared with prewar averages. 

The basic point I want to make is that we should and can keep 
a balanced national housing program moving forward, while at the 
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same time giving first attention to defense needs and requirements. 
That is the kind of program visualized in these estimates and in the 
general defense mobilization planning. Thus, we are going ahead 
with the program of housing research, but on a much smaller scale 
than we would have proposed under normal conditions and con- 
centrating on lines of investigation immediately related to defense 
needs. We are going ahead with the vital program of slum clearance 
and urban redevelopment, but establishing such controls as will 
permit it to be constantly geared into the defense picture as that 
develops. We are going ahead with the low-rent public housing 
program on a restricted basis related to total production, with priority 
of attention to projects located in areas where there is or will be a 
defense housing problem. 

That is the broad background of the estimates before the com- 
mittee. 

HOME LOAN BANK BOARD 


The budget program of the Home Loan Bank Board simply con- 
templates that the present organization will continue to carry out its 
functions in the coming year. The board has managed to absorb a 
growing workload in terms of the number of member institutions, 
new applications for insurance, and so on, and intends to continue to 
do so. The budget program also reflects the successful completion by 
the Board this year of the task of winding up the Home Owners’ Loan 
Corporation. 

As you have heard, the estimates for the Federal Housing Adminis- 
tration as a whole reflect declining expenditures related to a declining 
volume of new insurance activity, which in turn will result primarily 
from the curbs on new residential construction. The administrative 
expense limitation shows a small increase in connection with the kinds 
of functions in the central office at Washington which do not shrink 
with a drop in new applications in the field. 


INCREASE FOR PUBLIC HOUSING ADMINISTRATION 


You have also discussed already the estimates for the Public Hous- 
ing Administration, which show a small increase—about 7 percent— 
related to the volume of new projects going into construction and pre- 
construction. The budget contemplates 75,000 units will be put 
under construction in fiscal 1952, as compared with 135,000 units 
authorized in the basic law. In limiting the program to this volume, 
we have recognized that the over-all program described by the Congress 
when the Housing Act of 1949 was passed contemplated about 10 
percent participation of low-rent public housing in the total annual 
rate of new production. A figure of 75,000 units in a total of 800,000 
to 850,000, therefore, holds the public-housing segment of the total 
at or a little below this contemplated proportion. 

In the estimates for the Office of the Administrator, we have 

enerally held to the levels we expect for the latter part of the current 
scal year. While these figures will not show in your tables as 
reductions in the programs carried out directly by the Office of the 
Administrator, they amount to exactly that when related to the status 
of the programs themselves. For the slum-clearance program and the 
housing research program, fiscal 1952 will be the second full year of 





i 
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operations since the enactment of the Housing Act of 1949. Normally 
we would have submitted estimates calling for a substantial increase 
in funds for both of these activities. As it is, the estimate for slum 
clearance is a little more and that for research a little less than the 
comparable figures for this year. 


SLUM CLEARANCE PROGRAM 


The estimates include about $1.6 million for administrative expenses 
of the slum clearance program, as compared with a little more than 
$1.4 million this year. After very careful study, we have come to 
the opinion that this program should move ahead in its planning 
stages as rapidly as possible. This conclusion is based in part on the 
fact that the planning of projects and the acquisition of sites involves 
no substantial drain on materials and manpower such as might 
conflict with the defense effort; and in part it is based on the tremen- 
dous size of the slum problem in this country and the fact that it is 
growing rather than standing still. However, our contracts will 

rovide that demolition of structures and clearance of sites for new 

uildings can be begun only after a review of the situation at the time, 
so as to assure that such activity will not conflict with defense require- 
ments as they may develop. The workload forecasts activity in most 
of the more than 200 cities which now hold program reservations. 
The greatest part of this activity will be concerned with project 
planning and site acquisition. No capital grant payments are con- 
templated for fiscal 1952. 


HOUSING RESEARCH 


For housing research, the estimate includes approximately $1.7, as 
compared with $1.8 for the current year. ‘This is, of course, much 
less than we would have requested under normal circumstances. The 
research activity and the staff of the Division of Housing Research 
are playing a role of increasing importance in the mobilization pro- 

ram. We rely principally on them for information as to probable 

ousing requirements, extent and location of growing shortages, fore- 
casts of materials requirements, and the effects of credit controls and 
related actions on housing production and on inflationary factors in 
the housing market. We have under way a considerable number of 
projects which give promise of early and substantial savings of such 
critical or potentially critical materials as steel, copper, cast iron, zinc, 
aluminum, and lumber. In addition, we are very much encouraged 
at the widespread and growing response to our efforts in the field of 
building-code improvement. We have recently completed or have 
under way about 25 special projects requested by other agencies, 
mostly in connection with one or another phase of the mobilization 
program, and ranging from the development of basic emergency stand- 
ards for permanent construction to assisting the military services with 
a problem of persistent dampness in slab-on-grade flooring. 


ALASKA PROGRAM AND COMMUNITY FACILITIES SERVICES 


Amounts included for the Alaska program and for certain liquidating 
activities carried out by the Community Facilities Service are about 
the same as those for the present year. A large reduction is shown 
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for the second advance planning program, in line with the budget plan 
under which no commitments for new advances will be made in the 
coming fiscal year. For the balance of this year, advances are being 
approved only where they can be shown to be related to an actual or 
impending defense need or to minimum essential civilian requirements. 


COLLEGE HOUSING PROGRAM 


A figure only about one-third of our previous estimates has been 
included for the college housing program because of the very limited 
basis on which we will be carrying it out. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Finally, I should make brief mention of the Federal National 
Mortgage Association. The president of the association who is here 
with me this morning is Mr. Baughman, who is known to most of the 
members of this committee through his considerable personal contri- 
bution to the task of liquidating the HOLC, of which he is the former 
general manager. The FNMA is in the process of saving about a 
million dollars this year in its administrative expenses, as compared 
to the rate of these expenses when the Corporation was transferred 
to this Agency for operation. The budget calls for a further reduction 
of about another million dollars next year. On the program side, it is 
our hope and belief that we will be able to release during fiscal 1952 a 
substantial amount of Federal money—about half a billion dollars— 
from investments in these mortgages, and return those funds to the 
Treasury. 

{ believe that covers the main points about the work programs and 
budget estimates before the committee. Now I shall be glad to answer 
any questions you may have. 

Thank you very much. 

Mr. Tuomas. That is a very illuminating statement. It was well 
done and very helpful to the committee. 

Mr. Foury. Thank you, sir. 

Mr. Tuomas. Your new activities are prefabricated housing loans, 
college housing program, advance planning program, which was 
transferred to you from the General Services Administration, and the 
Federal National Mortgage Association, which was transferred to 
you from RFC. That gives you four new activities; is that correct? 

Mr. Fo.tey. That is correct. 

Mr. Tuomas. The slum-clearance program was part of the Housing 
Act of 1949. Did that act specifically set up the slum-clearance 
program in your particular office, or was it a part of the activities of 
the general Public Housing Administration and transferred to you? 

Mr. Foriry. No; it was set up originally in the Office of the Ad- 
ministrator. 

Mr. Tuomas. The act set it up in the Office of the Administrator. 

Mr. Fotny. Under the act of 1949. 


SuMMARY OF APPROPRIATION AND AUTHORIZATION EsTIMATES, 
1951-52 


Mr. Tuomas. At this point we will insert the tables on pages 
2 and 3, showing the activities. 
(The matter above referred to is as follows:) 
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Summary of appropriation and authorization estimates, fiscal years 1951 and 1952 


ADMINISTRATIVE EX- 
PENSES 


Office of the Administra- 
tor: 


appropriation. 


Advance planning 
programs. 


Loans for preduction 
of prefabricated 
housing. 

Maintenance and 
oquidation of war 
public works. 

Federal 


tion, 


Home Loan Bank Board: 
Office of the Board, 
and Federal Home 
Loan Bank Sys- 

tem. 


Final liquidation of 
Home Owners 
Loan Corporation 
(nonadministra- 


tive). 
Examining Divi- 
sion—H LBB (non- 


administrative). 
Federal Savings and 

Loan 

Corporation, 


Home Owners Loan 
Corporation: 
Administrative 


Li juidation (non- | 
administra- | 


tive). 


Federal Housing Admin- 
istration: 
Administrative 
(Nonadministrative) 


Public Housing Admin- 
istration. 


| 
g 
4 
4 


!Total author-| 


Salaries and expenses 


National | 
Mortgage Associa- | 


Insurance 





| Increase (+) 


ization or | Estimate, or decrease 
appropria- | fiscal year (—), 1952 
tion, fiseal 1952 estimates 


year 1951 | over 1951 
| 


$4, 200, 000 $4, 336, 000 


1,829,000 | 1, 100, 000 —729, 600 


150, 000 185, 000 +35, 000 


(122, 428) | (102, 428) (—20, 000) 


4, 512, 800 | 3, 600, 000 


455, 000 | 750, 000 +295, 000 


(100, 000) 


(+100, 000) 


(1, 600, 000) (1, 664, 000) (+-64, 000) 


635, 000 435, 000 — 200, 000 


1, 400, 000 
(500, 000) 


—1, 400, 000 
(—500, 000) 


5, 425, 000 | 
27, 325, 200) | 


5, 360, 000 
(25, 000, 000) 


—65, 000 
(—2, 325, 200) 


15, 024, 000 16, 000,000 | +976, 000 


+$130, 000 


—912, 800 | 


Comment 


Provides for Agency supervision 
and coordination; a reduced level 
of housing research reslanted to 
defense needs; increased expenses 
for more advanced stages of ac- 
tivity under slum clearance and 
college housing programs; and 
Alaska housing program. 

Reflects $15,000,000 curtailment 
in contract authorization in 
current year and under see, 
1214 and expiration of authoriza- 
tion; provides for completion of 
planning under 1950-51 commit- 
ments and collection of advances 
on projects started. 

Fiscal 1951 limitation covers less 
than 10 months operation after 
transfer from RFC. 

Permanent appropriations, declin- 
ing as liquidation proceeds. 








Reduction due to closing of field 
office paralleling substantial 
decline in mortgage purchases 
and shift to emphasis on 
mortgage sales, 


~ 


‘omparable fiscal 1951 amount is 
$795,696; 1952 figure is reduction, 
although change in method of 
limitation produces apparent 
increase. 

Provides for final audit, compila- 
tion and printing of final report, 
ete., to be conducted by Board. 


Minor increase principally to fund 
for full year examiners recruited 
to offset losses in fiscal 1951. 

Provides same level of staff as in 
current year: apparent reduction 
due to change in method of 
presenting Board budget, as 
noted above. 


All mortgages expected to be trans- 
ferred to private buyers during 
1951; minor costs for final liquida- 
tion provided above from special 
$100,000 authorization to the 
Board. 


Reflects decline in new business in 
line with credit restrictions; in- 
spections and closing volume fall 
more slowly due to prior commit- 
ments and effect of construction 
period. 

Provides for program revise] in 
line with defense developments; 
projects suspension of disposition 
of war housing needed for defense, 
and 37,500 low-rent housing starts 
each 6 months with special atten- 
tion to leeal defense require- 
ments. 





894 


Summary of appropriation and authorization estimates, fiscal years 1951 and 1952— 
































Continued 
Total author- Increase (+) 
ization or Estimate, or decrease 
appropria- fiscal year (—), 1952 Comment 
tion, fiscal 1952 estimates 
year 1951 over 1951 
ADMINISTRATIVE EX- 

PENSES—Ccontinued 

Less savings under sec. —$400, 000 |--.......-.... 1+-$400, 000 | Necessarily apportioned to general 
1214. fund appropriations—Office of 

the Administrator, $100,000; 
PHA, $300,000. 
Total HHFA ad- 33, 230,800 | $31, 760, 000 —1, 470, 800 
ministrative ex- 
penses. 
PROGRAM EXPENSES 

Office of the Adminis- 
trator: ‘ 

Public works advance >) ere —51, 196,000 | Excludes portion shown above 
planning new pro- under administrative expenses; 
gram authority. includes $27 million in contract 

authorization and appropriation. 
Appropriation to [14, 100, 000) [4, 900, 000] | [—9, 200,000}| A nonadd item to avoid duplica- 
liquidate con- tion with program authority. 
— authoriza- 
tion. 

Public Housing Adminis- 7, 500, 000 15, 000,000 | +7, 500,000 | Reflects roe yee rng ed 23,000 units 
tration: Annual contri- initia after Housing Act of 
butions. 1949, and increase in debt service 

on some present projects after 
permanent financing. 

Less savings under sec. | —15, 000, 000 Pare ae ..|! +15, 000,000 | Against contract authorization for 
1214, public works advance planning 

following limitation of program. 
Total program ex- 23, 696, 000 15, 000, 000 —8, 696, 000 
penses. 
Nonadministrative ex- 29, 547,628 | 26, 866, 428 — 2, 681, 200 
penses detailed above 
| 
Grand total—ap- | 86,474,428 | 73, 626,428 | —12, $48, 000 
propriations and | 
authorizations, 





! Offsetting item for balancing only. 
EsTABLISHMENT OF Hovusinc AND Home FINANcE AGENCY 


Mr. Tuomas. In the way of summary, your office was set up in 
what year? 

Mr. Fotry. The Housing and Home Finance Agency was estab- 
lished in 1947 by reorganization plan. 

Mr. THomas. What date was that? 

Mr. Foury. July 1947. 

Mr. Tuomas. Virtually what the act did was to create your office 
and make a part of your office, which was a new creation, the activi- 
ties of FHA, Public Housing Administration, and the activities of 
the Home Loan Bank; is that correct? 

Mr. Fouey. That is correct. What it did was to establish on a 
permanent basis substantially the type of agency, although somewhat 
different in character, that had been established on an emergency 
basis during the war period. 

Mr. Tuomas. And that creation of your office was done by a re- 
organization plan, and the substance of the authority and jurisdiction 
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of the Federal Home Loan Bank Board, the Public Housing Admin- 
istration, and the FHA was not changed by virtue of the creation of 
your office; is that correct? 

Mr. Fouey. The fact is that the Administrator was given super- 
visory and coordinating responsibilities with respect to those three 
constituent agencies, the statutory responsibilities for the operations 
remaining in their commissioners, or, in the case of the Home Loan 
Bank Board, in the Board. The reorganization plan also continued 
in the Administrator responsibility for Lanham Act housing, of which 
the disposition and management had been and continues to be dele- 

ated to the Public Housing agency. It also set up the National 
ousing Council as a statutory body of which the, Administrator was 
made chairman. 

Mr. Tuomas. You mean the reorganization plan that created your 
office placed in your office the activities under the Lanham Act with 
reference to public housing? 

Mr. Fotrny. Yes. That was a responsibility that had always been 
in the Administrator by statute and had been delegated for operation. 
The direct responsibility was continued in the Administrator under 
the reorganization plan, with authority to delegate. 

Mr. Tuomas. So, the reorganization virtually set up a second layer 
over these agencies, with the idea of giving general supervision? 

Mr. Fotny. That is correct—supervision and coordination. 

Mr. Tuomas. And since that time, by statute, your office has been 
iven slum clearance, which is properly a part of Public Housing; 
as been given jurisdiction over the Alaska housing program, which is 

also properly a part of Public Housing; has also been given prefabri- 
cated-housing loans, which is by transfer from the RFC, which prop- 
erly, it looks to me like, should have been in FHA; and has been given 
the college housing program which was established by statute. Was 
it not? 

Mr. Fotry. That is correct. 

Mr. Tuomas. Advance planning was taken from General Services. 
and, if there is a future tie-in by virtue of the war effort, the services 
may or may not serve some useful purpose by the transfer. So, it 
looks like it gets back to the old idea of Government reorganization 
without changing the functions, shifting from one bureau to another; 
and, when you get through, instead of reducing the administrative 
cost, the upshot of it is that over a period of time you really increase it. 

As we go into these items in detail, your justification is silent on the 
number of employees transferred to you. I believe you alluded to it 
in your statement, but it is not in the justifications; so we want really 
to see how much saving the reorganization and the transfer have 
brought about. As in some of our other agencies, where a reorgani- 
zation and transfer have been brought about, it has been our obser- 
vation that, instead of a saving, perhaps the general administrative 
expenses were advanced. We hope that is not true in your case. 

Mr. Fouey. If I may make a comment on just one point, I think 
perhaps you have misinterpreted or misspoken in connection with the 
slum-clearance and urban-redevelopment program in describing it 
as a public-housing program. It is definitely not a public-housing 
program at all. It is, in fact, by statute, a means of providing help 
to cities to write down the cost of clearing slum areas, so that they 
may be redeveloped primarily by private developers. 
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Mr. Tuomas. That is true. That was loose language. But, of 
course, it has always been considered part of public housing to do away 
with slums and build decent housing, and certainly it should be and 
should remain a function of public housing, just like the old 1937 act 
made it a part of that. Is not that right? 

Mr. Fouey. No, sir; it never was. It came into existence for the 
first time in 1949. You are probably alluding to one of the require- 
ments in connection with public housing as originally enacted and as 
still provided in the act of 1949. That was to require an equivalent 
removal of slum residences to balance the number of units of public 
housing assisted—the idea being, of course, to correct as far as possible 
the slum situation. At that time it was the only device that had 
been provided for slum clearance. 

Mr. Tuomas. Technically, you are right, but you cannot separate 
one from the other. They go hand in glove. It does not necessarily 
follow that when you tear down a slum you are going to put public- 
housing units right on the particular spot you tore down—not by any 
means. They are two blood first cousins, and you cannot separate 
one from the other. 

Mr. Fo.tey. They are both aimed at the same evil but by quite 
different methods. 


SuMMARY OF HovusinG AND Home Finance BupGet 


Mr. Toomas. That is right. I was interested in the general 
language in your summary statement, which we will insert in the 
record at this point. It covers some 10 or 11 pages, but I think it 
ought to be in the record. You summarized it quite well in your 
opening statement, and, with that summary, that should suffice. 

(The matter above referred to is as follows:) 


SuMMARY STATEMENT 


The President’s budget for the Housing and Home Finance Agency for fiscal 
1952 describes an Agency program in process of transition. On the one hand, it 
shows peacetime long-term functions of the Agency curtailed and redirected toward 
maximum defense usefulness; on the other hand, those defense functions of the 
Agency associated with full-scale materials controls in a mobilized economy have 
not yet fully emerged. 

The Government’s housing functions and programs, although nonmilitary, 
taken together constitute a major supporting activity for the defense effort. 
Large-scale defense undertakings, military or civilian, depend heavily on an 
adequate housing supply. Frequently they create new critical housing needs. 
In turn, unless those needs can be met, the defense effort is.delayed and weakened. 

Plans for provision of shelter on a basis organically related to the defense- 
production program, however, can proceed only as the defense-production pro- 
gram itself takes form. In the meantime, the administrative responsibility of the 
Agency has to do with the restriction and reorientation of long-term activities and 
preparation for added responsibilities which will flow from the defense program 
as it develops. 

Defense redirection of existing programs 

The 1952 budget program reflects existing activities cut back to a level substan- 
tially below what they would otherwise have been and revised to serve defense 
needs to a maximum degree—through restriction of activities, reduction of require- 
ments for funds and manpower, and selection of areas of activity of maximum 
value to growing defense functions. Thus in total the budget of the Agency for 
fiscal 1952 is substantially below that for 1951. 

Before the Korean fighting broke out, major progress was being made in trans- 
lating into action the declaration of national housing policy and objective enun- 
ciated by the Congress in the Housing Act of 1949. Total housing production 
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a 
had reached and was maintaining a level above 1,250,000 units per year. This 
volume was being achieved primarily through reliance upon private enterprise, 
but at the same time the program of aid to low-income families in publicly financed 
housing was approaching a reasonable relationship to the total. Local communities 
were increasingly playing their proper primary role in planning local housing and 
community redevelopment programs, particularly through active response to the 
opportunities made possible by aids to slum clearance and urban redevelopment 
under the title I program. 

After Korea, however, and in line with the President’s general policies and 
directives, the Agency moved promptly to put its program on a new footing. 
Credit restrictions covering Government-aided programs of housing finance and 
(by joint action with the Federal Reserve Board) conventional housing credit 
were adopted to bring about a reduction of about a third in the rate of new housing 
production—to a rate of about 850,000 units per year—to relieve inflationary pres- 
sures in the housing market and to conserve materials and manpower potentially 
needed for defense. 

Corresponding administrative action was taken along other lines. The programs 
of advance planning for non-Federal publie works and of loans for college housing 
were temporarily suspended and reviewed, and then permitted to proceed on a 
drastically limited basis for defense-connected projects. Existing projects in the 
housing research program were changed in emphasis and method to tie them in 
with present or foreseeable defense needs, and the future program recast to reduce 
its size and scope and to concentrate its activities in areas necessary to the defense 
effort. Other programs were similarly reviewed and redirected, curtailing normal 
operations, emphasizing those related to defense, and fitting them into the struggle 
against inflation. 


New programs and functions 

Since the budget of the Agency was presented to the Congress last year, three 
reorganization actions affecting its structure and functions have been taken in 
connection with the program of organizational improvement for the executive 
branch. These actions, taken under the Reorganization Act of 1949 and based 
in large part on the recommendations of the Hoover Commission, were embodied 
in three reorganization plans: 

Plan 17, effective May 24, 1950, transferred to the Agency from the General 
Services Administration functions in connection with advance planning of non- 
Federal public works, as well as certain residual functions with respect to opera- 
tion and liquidation of war public works provided under the Lanham Act. Under 
the plan the Community Facilities Service was transferred to the HHFA as an 
intact operating unit. 

Plan 22, effective September 7, 1950, transferred the Federal National Mortgage 
Association to the Agency from the Reconstruction Finance Corporation, to- 
gether with its functions of buying and selling insured and guaranteed mortgages 
in the secondary market. 

Plan 23, also effective September 7, transferred to the Agency from RFC the 
functions of the latter agency with respect to the making of loans to manufac- 
turers of prefabricated housing or to builders using large scale site fabrication or 
industrialized methods of building, together with the outstanding loans and 
lending authority. 

All three plans provided for the transfer of persons employed in connection 
with these functions, and of unexpended balance of funds and related assets and 
liabilities, as determined by the Director of the Bureau of the Budget. Major 
progress has been made in thé brief period since these plans took effect, not only 
in tieing the new programs and function into the structural organization of the 
Agency, but in adjusting program policies and operations to a better balance with 
the over-all housing policy and programs and with the general fiscal policies of 
the Government. The Community Facilities Service and the Division of Loans 
for Prefabricated Housing have been established as operating divisions within the 
Office of the Administrator, with legal and other staff and administrative services 
provided by the integrated facilities of that office. The Federal National Mort- 
gage Association, because of its size and other special problems, has been estab- 
lished as a separate operating entity in corporate form within the Office of the 
Administrator, and for the present at least has separate staff and administrative 
facilities. The foree of some 1,300 employees transferred to the Agency by the 
three plans has been reduced by approximately 100, and the budget program 
projects further reductions during the balance of the current year and 1952. 
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General housing aids to private enterprise 


The data presented for the 3 years covered by the budget reveal the Govern- 
ment’s financial aids to private enterprise in the housing field in a dual role—as 
a basic support to the productivity of the housing economy, and as a vital tool 
in carrying out defense policy. Before Korea, Government financial aids played 
a major part and one of increasing importance in making possible the high level 
of housing production reached in 1949 and 1950; after Korea, these programs 
offered a means of restricting housing production in line with anti-inflationary 
policy and prospective manpower and materials requirements without immediate 
resort to direct Government controls. 

The budget program of the Home Loan Bank Board reflects a continuance of 
its basic programs of regulation, supervision, and insurance, with no increase in 
administrative costs despite workload increases due to the greater number of 
participating institutions, the further growth in their assets, and the added duties 
of enforcing special credit restrictions. 

The FHA budget program also reflects the special conditions under which its 
mortgage and home improvement loan insurance programs are functioning and 
will function during fiscal 1952. Credit restrictions already issued have brought 
about a sharp drop in new applications for insurance, and this trend is projected 
for the balance of the current year and the budget year, with 5.65 million unit 
applications estimated to be processed in fiscal 1952 as compared with an esti- 
mated total of 7.7 for 1951. The declining workload is further reflected in a 
substantial drop in estimated administrative and operating expenses for the 
budget year; this reduction in expenses, however, is naturally not in portion to the 
decline in new insurance activity, since a very great volume of workload—particu- 
larly in inspections and insurance closings—will continue into 1952 from commit- 
ments made before the decline in new applications. The assumption of continued 
high employment and income leads to a projected budget program in which fee 
and premium income again greatly exceed expenses, affording an estimated net 
income of $71 million for investment and to increase reserves for losses and other 
contingencies. 

The same general policies and conditions are reflected in the budget with respect 
to operations in the secondary mortgage market. Immediately upon the transfer 
of the Federal National Mortgage Association, the new Board of Directors under- 
took a review of policies and operations to make certain they were coordinated 
with over-all housing and fiscal policies. The result of this review was in increased 
emphasis on holding down mortgage purchases and increasing sales, with the double 
objective of returning funds in substantial amount to the Treasury and of creating 
the necessary conditions for returning the Federal secondary market to its original 
stand-by function. The budget projects a major drop in net mortgage purchases 
for the current vear, and a net return of more than $0.5 billion to the Treasury in 
1952. Administrative expenses are estimated to decline by almost 20 percent 
in 1952 as a result of administrative economies and the reduction in total business 
activity of the Association. 





Housing aids to low-income families 


Shortly after Korea the President, in calling for redirection of the housing 
programs generally, directed that not more than 30,000 units be placed under 
construction during the first half of the current fiscal year (through December 31, 
1950). The budget program projects a small increase in this volume of new 
production, to a level of 37,500 units for the second 6 months of the current year 


and for each half of the budget year 1952. This volume appears reasonably 


related to a total rate of housing production on the order of 850,000 starts per 
year, which has been adopted as a guide to administrative action unless and until 
defense requirements make it necessary to change it further. In carrying out 
this reduced program, projected at a level only a little more than half that author- 
ized in the basic legislation, administrative action is being taken to give prior 
attention in processing to those projects located in areas where an increase in the 
housing supply will facilitate defense activities. 


Special programs of housing loans 


Alaska housing.—After initial delays, good progress is being made in the Alaska 
housing program, under which the Administrator is authorized to use a $10 million 
revolving fund to provide capita] to the Alaska Housing Authority which the 
authority in turn uses to stimulate production of urgently needed housing in the 
Territory, largely through loans to private producers. Taking into account loans 
already closed and applications under consideration, it is estimated that projects 
involving nearly a thousand units will be approved during the current fiscal year, 
and that a somewhat larger program can be initiated during fiscal 1952. This 
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rate of progress will push the limits of commitments that can be undertaken within 
the existing revolving fund, and it may be necessary before the end of the coming 
fiscal year to give consideration to the appropriation to that fund of the remaining 
$5 million authorized by the Alaska Housing Act. 

Even more important than these tangible results in the program is the fact 
that it appears to be providing an effective stimuius to the development of a 
private building industry in the Territory. This has been the principal goal of 
the Agency in the administration of the Alaska housing program, in the belief 
that only by such a development can the Territory ultimately solve its housing 
problems and become independent of such special aids as those provided in the 
Alaska Housing Act. 

College housing program.—The college housing program was authorized late in 
fiscal year 1950 by the Housing Act of 1950. After Korea, when organization 
work and planning were virtually completed but before actual processing of appli- 
cations began, the program was suspended pending a determination of its place 
under conditions of a defense economy. With the submission of the 1952 budget, 
the program has been authorized to move forward at a sharply restricted rate. 
The budget projects utilization of only $40 million of the $300 million lending 
authorization during the balance of the current year and fiscal 1952. Projects 
will be approved only in those specific cases where the applicant institution can 
show both that the housing is urgently needed and that it will have specific 
defense value. 

Loans for prefabricated housing.—Since the prefabricated housing program was 
transferred to the agency in September 1950, primary attention has been given 
to the outstanding loans on a case-by-case basis. Changing conditions have 
altered the basic policies guiding this special branch of the Government’s housing 
program. Since it is necessary to restrict rather than expand housing production, 
the program is no longer conceived in terms of the possible contribution of the 
industry to expansion of the housing supply. The main purposes are rather, first, 
to realize on any contribution these specialized techniques may have to make to 
defense needs; second, to maintain the existing industry as a going concern 
throughout the emergency period, when its productive capacity may again 
become of major significance, and third to develop cost-saving methods through 
these techniques. The budget program is projected in these terms. Pending 
legislation not reflected in the budget would increase the lending authorization for 
strictly defense-connected production. 


Slum clearance and community development 


An excellent beginning has been made on the long-term program of slum clear- 
anee and urban redevelopment authorized by title I of the Housing Act of 1949. 
As of December 31, 1950, 235 communities had secured reservations permitting 
them to participate in the program, and 71 advances had been approved for 
planning local programs and projects. 

Since the title I program depends primarily upon local communities solving 
their own problems—usually very complex problems—through the democratic 
processes of local government, it necessarily accomplishes results slowly: the 
more so because it is a wholly new activity for the Federal Government and for 
most local governments. In recognition of this fact, and of the fundamental im- 
portance of the program to most cities, it has been determined that the title I 
program should proceed through its planning stages as rapidly as local initiative 
and plans develop. However, as a safeguard against interference with defense 
requirements, administrative action has been taken to control demolition of struc- 
tures and disposition of sites for new construction, so that these activities can be 
authorized only insofar as consistent with defense needs. 

The budget program contemplates 125 planning advances and 95 contracts for 
loan and grant assistance to title I projects during fiscal 1952. Workload esti- 
mates based strictly upon present local plans and intentions would be considerably 
greater; the estimates have been held on the conservative side, however, in recog- 
nition of the fact that some local plans may have to be revised:in the light of de- 
fense considerations not yet evident. 

The program of advance planning of non-Federal public works, which under 
normal conditions would have been expanded and related more closely to the 
title I program, has instead been greatly curtailed as a result of the defense situa- 
tion. Approvals were completely suspended in September pending a reexamina- 
tion of the place of this activity in the defense economy. Subsequently, new 
approvals were authorized subject to rigidly restricted criteria under which all 
projects must meet the test of necessity for defense purposes or for minimum 
essential civilian requirements. No additional program authority above that 
already granted, and no extension of the program which expires as to new projects 
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in October 1951, are contemplated in the budget. Pending legislation not re- 
flected in the budget would provide a different type of legislative authority for the 
planning and construction of defense publie works. 

A substantial workload will remain during and after fiscal 1952 in connection 
with the administration of planning advances already made and the collection of 
repayments, and this workload is reflected in a reduced estimate for adminis- 
trative expenses. 

Housing research 


Both policy and operating decisions under defense conditions are dependent 
upon information gathered through the housing research program, which includes 
not ouly generalized research in the housing field but also accumulation of specific 
operating data for current administration. In recognition of this fact, the objec- 
tives of housing research and the work program af the Division have been reex- 
amined and changed to fit defense needs. The budget program provides for a 
research activity substantially less than had been contemplated before the 
defense crisis developed, and selectively adjusted to the requirements of defense 
administration. The main lines of activity will deal with the development of 
information necessary in the planning and execution of the defense-production 
program, and studies designed to conserve materials and manpower. 


Management, disposition, and liquidating operations 


The disposition of housing and of land suitable for residential use under Federal 
control has been virtually halted to permit a determination in each case that re- 
linquishment of Federal control over the property will not handicap the defense 
effort. Accordingly, the budget program reflects disposition of only a relatively 
minor number of war and veterans’ housing units, chiefly representing comple- 
tions of sales actually in progress and the probability that some disposition can be 
authorized in situations with no defense significance. Some 300,000 units of war 
and veterans’ housing will be operated with constant attention to changihg local 
defense requirements. As a result of these continued operations, it is estimated 
that nearly $30 million will be returned to the Treasury during fiscal 1952. 

The budget program for 1952 reflects the successful completion during the ecur- 
rent fiscal year of major operations involved in the liquidation of the Home Own- 
ers’ Loan Corporation. After repayment of all capital invested in the Corpora- 
tion, it is estimated that a liquidating dividend of some $13 million will be paid to 
the Treasury from surplus. All mortgages and accounts being disposed of, there 
will remain for fiscal 1952 only minor clean-up activities such as final audits, 
These matters will be handled by the Home Loan Bank Board. 

The budget also reflects other smaller liquidating and clean-up operations. The 
homes conversion program, under which a substantial number of war housing ac- 
commodations were made available, will be closed out during the current year. 
Funds remaining for the first advance planning program will be turned over to 
the General Accounting Office for payment of claims, although an administrative 
workload will remain with the Agency with respect to the processing of such claims 
for payment and collection of repayments on advances outstanding. 
Administrative expenses 

Under norma! conditions, the administrative expense estimates for 1952 would 
have represented a substantial increase over funds made available by appropria- 
tion or authorization for the current year, because of increasing workload and 
progress under the several new programs being carried out by the Agency. How- 
ever, because of the uncertainties of the defense situation and the necessity to 
hold to a minimum the demands on the Treasury, the estimates in the budget 
have been held generally at or below the levels for the current year and the total 
estimate for fiscal 1952 is below that for the current year. The following table, 
rounded to the nearest hundred thousand dollars, summarizes these figures: 


[In millions] 








1951 1952 
Mian Of tien AAI «5 oop 0 no nnsnncsievcnns ccd sccucasnsansseantdcege $6.1 | $5. 6 
Federal National Mortgage Association.............------------------------- 4.5 | 3.6 
BNO Nes SIRI NE UNNOED o  oe on on s ooo cSe iets cap cece cue eee 2.5 | 1.2 
Federal Housing Administration... ...-...--- Si vbceticaabies vaindecackoukwal 5.4 | 5.4 
Pd Ticraning. AGUIOTIR.j. & 0 nc nano nce oi sienesencacanseccsitas sdiesns 14.7 | 16.0 


j 





5 PU ed pen a hth ambvinein odugemcw wines nad alba tere aoe pemmnnantioasD 33.2 | 31.8 
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In the Office of the Administrator the estimate for housing research for 1952 
is slightly below funds available for 1951, while the estimate included for the 
program of slum clearance and urban redevelopment projects the same level of 
staff and expenditure for 1952 as for the current year despite an increasing work- 
load. A substantial reduction occurs in the estimated administrative expenses 
for advance planning of non-Federal public works, reflecting the elimination of 
new program activity in the coming fiscal year. The estimate reflects a small 
increase in the cost of over-all Agency supervision, due to the constant increase 
in this workloac in connection with coordination of credit control 
and other developing defense functions. The other and smaller items are in- 
cluded at about present rates of expense. 

The authorization requested for administrative expenses of the Federal Housing 
Administration is only slightly below that approved for 1951, since the principal 
reduction in workload and costs will occur in the field and is reflected in reduced 
estimates of operating expenses. Administrative expense estimates for the Home 
Loan Bank Board are projected with no increase in staff, and the item for the 
Home Owners’ Loan Corporation is eliminated with the conclusion of that 
activity. The increase in administrative expenses of the low-rent housing pro- 
gram of the Public Housing Administration, due to progress in the new program, 
is largely offset by the reduced cost of the war housing program because of virtual 
suspension of the disposition activity. The total Public Housing Administration 
estimate for administrative expenses increases a little more than a million. 





NATIONAL DEFENSE ACTIVITIES 


Mr. Tuomas. I notice in the summary statement all the way through 
everything is pointed at national defense, and the general impression 
is that the activities are to be exclusively national defense. The 
author of the language is putting on a very good act—I want to com- 
mend him; I do not know who wrote it—of walking the tight wire 
with two buckets of water on each shoulder, not one—national de- 
fense, national defense. I was really interested in this language in 
the middle of page 5: 

Defense redirection of existing programs 

The 1952 budget program reflects existing activities cut back to a level sub- 
stantially below what they would otherwise have been and revised to serve defense 
needs to a maximum degree—through restriction of activities, reduction of re quire- 


ments for funds and manpower, and selection of areas of activity of maximum 
value to growing defense functions * * *, 


He is a little bit premature in that statement; is not that right? 

Mr. Fotry. No; I think not. 

Mr. Tuomas. Has the act been passed yet setting up national 
defense areas? 

Mr. Foury. No, sir; and this does not have reference to pending 
legislation. 

Mr. Tuomas. To what does it have reference? 

Mr. Founy. It has reference to what follows in the statement—a 
reshaping of our existing authorities, our existing operations and pro- 
grams, such as we give in considerable detail in connection with our 
research program, to meet problems posed by the defense mobilization 
program which is under way. There is no reference in this language 
to any pending legislation with respect to housing, as I point out in 
the statement I made. 

Mr. Tuomas. What do you mean by this language “selection of 
areas of activity of maximum value to growing defense functions’’? 

Mr. Fotry. You are thinking of the word “areas”’ in the sense of 
geographical areas. 
Mr. Tuomas. Yes. 
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Mr. Fotry. We were thinking of areas of activity in that language— 
areas of activity in the agency. 

Mr. Tuomas. What are those areas of activity in the agency? 

Mr. Fouey. Such as research, for instance, which ould be one of 
the areas of activity that language is meant to refer to, rather than a 
geographical area. 

Mr. Tuomas. This research has been going on for years. 

Mr. Foury. That is correct. 

Mr. Tuomas. That is not a new area; is it? 

Mr. Fotery. Oh, no; and we do not refer to it as a new area. It is 
not intended to refer to geographical areas, as in the designation of 
critical defense areas. 

Mr. Tuomas. I was just wondering what new areas there were of 
exclusively national defense. You mention that one is research. As 
well as my memory serves me, that has been going on for several years. 

Mr. Forry. Not research primarily directed to the defense picture. 

Mr. Tuomas. In that regard, as well as I remember, FHA has quite 
a large staff in research; Public Housing has quite a large staff in re- 
search, with i9 or 20 professionals, and making a total of about 50 in 
that one division on research. 

Mr. Fotry. The research staff of the Office of the Administrator, 
if I may refresh your memory, was set up and authorized and, in fact, 
mandated by the research title, first of the Housing Act of 1948 and 
then of the Housing Act of 1949, which broadened the research au- 
thority and mandate. As a matter of fact, as I have frequently 
remarked, that title of the act of 1949 repeatedly says the Adminis- 
trator shall do this, shall do that, and shall do so-and-so with respect 
to research. And it is a broad research authority and mandate in 
the whole area of housing problems which no constituent has the 
authority or the staff or the funds to do. The constituents do have 
something that might perhaps be described as research relating partic- 
ularly to operating problems posed by their own general programs. 

When you speak of the area of activity of research with respect to 
the defense situation, I might give you just a few instances. For 
instance, we have been asked—and I think it is an appropriate re- 
quest—to put our research staff at work developing some minimum 
standards of construction for defense housing as against a total situa- 
tion that might arise. That is the kind of problem that presented 
itself in World War Ii, and we were not ready for it. We had to 
develop it over some years. It was very costly, and we are still 
paying the cost of it. 

Again, we are arranging, at the request of the defense agencies and 
the Defense Mobilization Agency, to make studies relating to the con- 
servation of particular materials which may become critical, which 
probably will become scarce, which have been used to a large extent 
in housing as a matter of course—to develop ways of conserving those 
materials in housing particularly, though they might be valuable in 
the entire construction field, so that substitutes or other means may 
be devised of saving those materials for defense purposes. 

Those are only two of a dozen I might mention of the areas referred 
to in research relating especially to defense, which problems did not 
exist before the defense situation arose. They are new in that sense. 
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Comparison oF Activity Costs, 1950-52 


Mr. Tuomas. We will insert at this point in the record page 19 of 


the justifications. 
(The matter above referred to is as foll 


ows: ) 


Comparison by activity—Actual 1950, estimated 1951 and 1952 
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| Estimate, Estimate, 
Actual, 1950 1951 1952 
eee BN e ores 
Agency-wide program coordination and supervision: 
te eee ke 90. 0 115.2 | 117.0 
Pe he a ae eas $535, 440 $639, 000 | $662, 000 
a 78, 8, 732 63, 700 | 74, 000 
| SLANT SSS: Se Oe te eS eee oe een VE Se eee 6141 172 | 702, 700 | 736, 000 
Slum clearance and urban redevelopment: (eI. pears Re cc ke 
i 103. 9 213.7 | 228.0 
SS Sak Gea ie Been eeieenats $602,808 | $1,215,400 | $1, 317, 200 
SES LETS ER ied Beate Ree ee Ree See _ 196, 066 196, , 600 | 280, 800 
Caan SEE SRST A, Se cat See SPS Pree oP PE 798, 874 ‘1, 412, 000 5 1, 598, 000 
=|== 
Housing research | 
I a a er 84.9 149.0 163.0 
i $503, 136 77, 200 $932, 000 
I cs ASE oS Fee ae oc aelecccok 157, 228 206, 800 217, 000 
EE STEERS RES CARE Can oe sete tC e 1, 389, 804 718, 000 545, 000 
TS RISG INA CI ESR Tae iene EER 2, 050, 168 | 1, 802, 000. 1, 694, 000 
Alaska housing: i 
SSRIS aS SS ge Seas Renae ae Hg 9.2 13.4 12.0 
see EIEN MS ete RET See pt 2 eae Ge $53, 547 $89, 300 $83, 450 
a 18, 916 19, 000 18, 550 
SEE DS REAE DEST CROC I ODE ROE COREE DETTE 72, 2, 463 "108, 300 | 102, 000 
Housing loans to educational institutions: sit 
a SE i | 5.0 27.0 
I at ge aa ee ae) ee | $29, 021 $148, 300 
oS REESE, Co aR RRA Res 2 RU td Fe ae eae | 45, 979 51, 700 
Sacoaietin } NEA Kame 
SEEN ER Lee A aN eR ee ght | 75,000 200, 000 
SESE ICR Wee ip arn ae A et ae 3,536,677 | 4,100,000 | _ 4,330, 000 
Loans for production of prefabricated housing: ENT | oe! qe eater tht 
I a 28.0 
PUNT Skog oe nl Ata, Cs ec, ee $124, 700 $160, 600 
I Oy a ah 25, 700 | 24, 400 
pL en ER Sree EN Sn SON 9s Py OT me 150, 000 "185, 000 
Public works advance planning: aos i ess 
a 166. 6 303. 6 171.0 
ae lu ESE eC a ea ha rae a ee $918, 103 $1, 673, 186 $931, 300 
IR RS RPO 138, 641 | 248, 178 168, 700 
ck PICS NES & AEST SE ee es a ee a 1, 056, 744 1, 921, 364 1, 100, 000 
Maintenance and disposition of project properties: 

FL ae PGR a aly eg ll laa relat en 21.4 20.7 17.0 
ST SEM RS An ee $117, 643 $115, 593 $93, 578 
NRE 4 Se Lg ae SAR RO eS Rea 17, 840 6, 835 8, 850 

5 MSE GOENE GRINA RSAC 2 Ae AER at Gana 135, 483 122, 428 102, 428 

Total, Office of the Administrator: i a 
ARR ee ae So Re ee a ara 810 965 879 
RSET Tes Sa Fe ERS Ore Fee 476.0 841.0 | 763.0 
RE CRA RE SOA save, tara ne belie $2, 730, 677 $4, 763, 000 | $4, 328, 428 
RENIN 00, She CN ease S 607, 423 | 812, 792 | 844, 000 
I nn a 1, 389, 804 718, 000 | 545, 000 
EN ADA Ee Pee Oe CORRS ES Cae ES 4,727,904 | 6,203,792 | 5, 717, 428 
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Mr. Tuomas. This shows that in 1950 you had 810 employees, 965 
in 1951, and the estimated need for 1952 is 879. Are those figures 
correct? 

Mr. Fotry. Those are positions, and the man-years 

Mr. Tuomas. Sometimes the budget refers to them as positions 
and in the next column as man-years, but there is about a 10 percent 
difference between the two figures. Which are these—positions or 
man-years? 

Mr. Foury. The figures you read first are positions. The man- 
years are listed just below, 476, 841, and 763 being the pertinent 
figures. 

Mr. Tuomas. Are these 879 positions for fiscal 1952? 

Mr. Fo.tey. That is the estimate for 1952. 

Mr. Tuomas. This figure of 965 for 1951 includes new activities 
that were transferred to you; is that correct? 

Mr. Frantz. That is correct. 

Mr. Tuomas. And that includes the number of those positions 
transferred to you? 

Mr. Frantz. Let me correct myself to this extent, Mr. Chairman. 
That includes the transferred functions, except for the Federal National 
Mortgage Association which is presented separately. 

Mr. THomas. That is over and above these figures? 

Mr. Frantz. Yes; that is right. 

Mr. Fo.ny. We are operating that as a separate corporate entity. 

Mr. Tuomas. Of course, their administrative cost and other objects 
will be added to this. 

Mr. Frantz. That is correct. They are excluded from the table 
which appears on page 19. 





INCREASED COSTS FOR 1952 


Mr. Tuomas. I notice that agency-wide program coordination and 
supervision jumps from 90 jobs in 1950 to 117 in 1952, which is an 
increase of 1.8 over 1951 and that slum clearance and urban develop- 
ment increases from 213 in 1951 to 228 in 1952, whereas you had 104 
in 1950. 

Mr. Fouey. In 1950, yes. 

Mr. Tuomas. Why should we increase this activity during times 
of great financial stress and strain in the country, when we are pre- 
paring our national defense? 

I notice you put tables in on pages 27, 28, and 29 showing your 
contemplated workload. 


FINANCIAL ARRANGEMENTS WITH VARIOUS PUBLIC AGENCIES 


Now, under this program here what is the financial arrangement 
with the various public agencies that you deal with? Detail that 
right quick for the record here, please, sir, Mr. Foley. 

Mr. Foutey. I am not sure that I know what you mean, sir. Do 
you mean with the local agencies, sir? 

Mr. Tuomas. Yes. 

Mr. Fotey. The act authorizes a system of loans and grants— 
loans to assist in the development of projects and grants to assist in 
the write-down of the acquired properties. 
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The loan authority is $1,000,000,000, and the grant authority is 
$500,000,000. The formula would permit Federal participation in 
the write-down required in connection with the cleared properties on 
the basis of not more than 2 to 1, is that correct, Mr. Fitzpatrick? 

Mr. Fitzpatrick. Yes, sir, 2 to 1. 

Mr. Fotey. Two Federal to one local, yes. That is the provision 
of the law. 

Mr. Tuomas. Is there any part of that 50 percent that is paid back? 
Is it all paid back, or what part of it is? 

Mr. Fouiry. The grants are not paid back. It is contemplated all 
of the loans are to be paid back. 

Mr. Tuomas. The grants are not, and all of the loans are paid back? 

Mr. Founy. Yes, sir, that is right; Mr. Chairman. 

May I go back, Mr. Chairman, to your point with respect to the 
comparison of the years here? I would like to point out that this 
does not represent increased activity in the usual sense. 

You will recall that under title I the slum clearance and urban 
redevelopment program was established and authorized in the 
Housing Act of 1949. Appropriations for this program became avail- 
able, as I recall, in October following the passage of the act, so that we 
only began to set up the staff at the end of the year, and so in 1950 
we were just beginning to establish the staff to carry it out. 

Obviously, we would not employ the full staff which is required for 
a complete full-fledged program as soon as it comes into existence. 
Therefore, we have not had the staff that is required to carry out the 
successive steps of the program up to this point. 

The estimate for 1952 is on the basis on which it will be later, and 
therefore more nearly a completely going operation, to the extent 
which is indicated here as to the workload, and so forth. That is 
why we have an increase from 103 in 1950 to 213 m 1951, and a 
relatively small increase in 1952. 


WORKLOAD PROSPECTS, FISCAL YEARS 1951 AND 1952 


Mr. Tomas. Mr. Reporter, at this point in the record will you 
please insert page 25, workload prospects, fiscal years 1951 and 1952, 
and all of pages 26 and 27. 

(The matter referred to is as follows:) 


WorKLOAD Prospects, Fiscan Years 1951 anp 1952 


Workload forecasts for the balance of the current year and for the budget year 
are predicated upon the following factors: 

1, The number of localities for which reservations of capital grant funds have 
been approved through the end of the first half of the current year. A request for 
reservation is one of the initial local indications of a desire to participate in the 
program, and is evidenced by the adoption of appropriate resolution by the local 
governing body of the locality. Reservations approved to date have been filed 
by localities which expect to be in a position to apply for Federal aid on or before 
June 30, 1951.1 


1 Of the 235 localities which had received capital grant reservations through December 31, 1950, 87 were 
actively engaged in varying stages of project planning and development, either under approved planning 
advances or with the Administrator’s prior authorization. Of the remaining 148 localities, 27 had sub- 
mitted applications for planning advances; 33 additional localities were engaged in their initial reservation 
| agian: 75 had received an extension of their initial reservation period; and 13 had allowed their reservation 

0 expire. 
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2. The number of prior approval requests that have thus far been processed. 
Requests for prior approval of local expenditures are made by localities whose 
redevelopment programs are frequently further advanced than those of many 
applicants for planning advance assistance. 

3. The current volume of business being handled by the Division. During 
the first half of the current fiscal year, there were processed (in addition to those 
approved as of June 30, 1950) 43 capital grant reservations, 47 prior approvals, 51 
preliminary advances, and 3 final advances. 

4. The prospect that by the beginning of fiscal 1952 a large majority of the 53 
jurisdictions within the United States and its possessions will have on their statute 
books new or amended legislation permitting full participation by their com- 
munities in the Title I program. 

5. Evidence of intent to participate in the program on the part of an increasing 
number of communities. The officials of many of these localities have consulted 
with respresentatives of the Division’s Field Operations Branch concerning the 
preliminary legal, organizational, planning, and financial steps they should take 
preparatory to making formal application for financial assistance, or prior to 
requesting reservation of grant funds. 

n the basis of local experience to date, it appears that the typical redevelop- 
ment project will extend over an average period of 3 years, i. e., from the begin- 
ning of initial planning period to the payment of the Federal grant. Within this 
time schedule, the planning period—or the stage financed by planning advances— 
will consume on the average a period of 10 months. Taking all these factors into 
consideration, it is estimated that by the end of fiscal year 1952 274 localities 
will have received planning advances for the conduct of surveys and plans in 
preparation of projects; 93 of these localities will have completed their prepara- 
tory plans and, as a result, loan and grant contracts will have been executed for 
the undertaking of 135 specific projects; and the balance of 181 localities will not 
complete their preparatory survey and planning activities until fiscal year 1953. 

easured against the number of capital grant reservations that have already 
been approved, this is an extremely conservative estimate. It has been kept low 
because of current uncertainties as to the impact of the defense economy upon local 
redevelopment activity and it may well be that actual workload will develop far 
in excess of these estimates. This conservative workload estimate is reflected in 
the equally conservative estimate—appearing in a later section of this justifica- 
tion—of the organizational and staff requirements. No position increase is being 
requested for the budget year. 

Jevelopments within the next few months will reveal the extent to which 
considerations of civilian defense and national security may dovetail with the 
planning and execution of local slum clearance and urban redevelopment pro- 
grams. In this connection, soundly planned, Federally assisted title I programs 
should have the following pertinent results: 

1. The removal of substandard structures from the central portions of cities 
which would be particularly vulnerable to fire and collapse. 

2. The relief of congestion in the central portions of cities. Heavily built-up 
slum areas will generally be redeveloped at lesser density or in numerous cases 
will be converted to other than residential uses, with present population dispersed 
to other sections of the community. 

3. As a companion to slum clearance in the central sections of cities, an expan- 
sion in the areas available for housing through the development of predominantly 
open but now arrested areas, as well as of open land, thereby contributing to a 
better and safer distribution of population within metropolitan areas. 

4. In some instances the new redevelopment uses will directly serve essential 
— needs, such as the provision of new industrial locations and defense 

ousing. 

Tables A, B, and C summarize the workload program in the budget, and show 
its estimated distribution by States and by size classes of cities. 
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TaBLe A.—Comparative estimate of workload 


























[Dollars in thousands] 
1950 actual 1951 estimate 1952 estimate 
Transactions 7 

Number |} Amount | Number | Amount | Number Amount 
Planning advance commitments-.--_....-- 1 $61 149 | $17, 000 125 | $15, 700 
Planning advance disbursements... -____- 1 | aS 10, 400 |. .-| 16, 100 
Temporary loan commitments..---...-.-_|..--..-.--|.........- 40 | 129,000 95 | 245, 500 
Temporary loan disbursements. ..........|..--..-.--}]..-.....--|...-.----- (i See -| 61, 600 
Capital grant commitments...............].-......-.]...--..--- 40 88, 600 95 | 166, 500 
eae vien Sve eenc) SPOT Cnn, eo memmneee 0 | CE Et Se oe: 0 





StumM CLEARANCE AND URBAN REDEVELOPMENT 


Mr. Tuomas. Now, the activities of this slum clearance program, 
after all, can be summed up very briefly. You are not engaged in this 
activity in any construction, are you? 

Mr. Foutry. No; we stop short of construction. 

Mr. Tuomas. You advance funds for the wrecking of buildings and 
the clearing of certain areas which you are going to investigate to see 
whether they are worth the money, and so forth, and to see if the title 
is good? 

Mr. Fotry. Yes, sir; that is right. 

Mr. Tuomas. Then you make some advances of funds for tearing 
down old buildings, and so forth. 

From looking at your tables here it indicates that the local au- 
thorities are coming in with new requests all right, but after they com- 
plete their indications of acquiring these lands and clearing them, 
whether they are going to put new buildings there is still a different 
question. The assumption is that if they do not put new buildings 
there they are going to have to put some new houses some place else, 
and the question comes to my mind that if you are not going to hand 
out to the local authorities a little encouragement for them to go 
ahead with this activity, in truth and in fact, after they have com- 
pleted the activities will they be able, under these war time conditions, 
to go ahead and carry out the ultimate purpose or whether they have 
to be deferred until better times come to the country? 

Mr. Forey. That may be, but there is one point in that con- 
nection—— 

Mr. THomas (interposing). If that be true, then why continue this 
activity? Why not defer it until the war effort eases up and a lot of 
our present wartime activities cease? 

Mr. Fotny. May I revert to one point in your previous statement 
where you said they would proceed with the acquisition of land and 
the demolition of the buildings and then, perhaps, not be able to build 
and, therefore, have to provide housing somewhere else for the people 
who would have been unhoused? When I was reading my summary 
statement, I said that the present policy is that we will not authorize 
the demolition of the buildings that are upon acquired sites unless and 
until it can be established, or it is established; that doing so either 
serves defense needs or the defense situation will permit it. 
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Mr. Tuomas. We have no doubt about it that you are going to 
back up the local authorities. If they say these things were bought 
and demolished, how are you going to say ‘‘No’’? 

Mr. Founy. As to that, I think if you will check with the local 
authorities you will find they consider us pretty tough, Mr. Chairman. 

Mr. Tuomas. Assuming that they do not demolish anything and 
it is left in the status quo it was in when acquired, why spend this 
money making investigations when you are not going to do anything? 
Why not postpone it until better times? 

Mr. Foxey. For this reason: in the first place, this is a problem 
which has been accumulating in the cities of this country for gen- 
erations——— 

Mr. TxHomas. Then why try to solve it during wartime conditions? 

Mr. Fotry. [ am not suggesting that we try to solve it during 
wartime conditions. We have not yet, of course, reached wartime. 

Mr. Toomas. Well, I saw in the paper last night where we had 50,000 
casualties in Korea. 

Mr. Foutry. Yes; 1 understand that, sir, but you, of course, realize 
that we have not gotten into a state of all-out war, nor have we had 
to stop civilian programs. 

Mr. Tuomas. The taxpayers throughout the country are clamoring 
to stop a lot of civilian programs when we concluded to spend in the 
neighborhood of $50,000,000 or $60,000,000 a year for non-defense- 
planning preparation. 

Mr. Fousy. I am quite sure that is true; but, by the same token, 
however, the people in the cities which are plagued with the slum 
problem are very much interested in making as much progress toward 
solution as they can. 

Mr. Tuomas. Your answer is, then, that you ought to continue 
with your stepped-up program, rather than cut it back drastically or 
even, perhaps, better under the circumstances, lay it on the shelf until 
things get a little better? 

Mr. Foury. It is not a stepped-up program. 

Mr. Tuomas. It is evidently stepped up. You are asking for more 
employees for 1952 than you had in 1951. 

Mr. Fotny. But only from the standpoint that those employees 
were not necessary for the current program, until we reach the stage 
of operation in 1952. 

Mr. Tuomas. The fact remains that you are asking for about 15 
more employees than you had last year. 

Mr. Foutry. We do not need them because of a stepped-up program, 
Mr. Chairman. 

Mr. Tuomas. Why not reduce it then? You certainly stepped it up 
over 1950. You had 103 in 1950; in 1951 you had 213, and for 1952 
you are asking for 228. 

Mr. Foury. Yes, sir; that is correct, from the standpoint of the 
number of people necessary to handle it at the point the program had 
reached. 

Mr. Tuomas. Sure, if you are going at full speed as you have in 
mind you would have to have the people to do the work. There is no 
question about that. 
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Mr. Frantz. For thepurpose of clarification, let me say, Mr. Chair- 
man, that those are man-year figures, not numbers of people. 

Mr. Tuomas. If they are man-years, you have to add about 12 
percent to them. Is that correct? 

Mr. Frantz. The number of positions is larger; yes, sir. I don’t 
know about the 12 percent. 

Mr. Tuomas. Yes, sir. So, instead of having 15 or 16 additional 
in 1952 over 1951 for this activity, it will be between 17 or 18. 

Mr. Frantz. The point I was bringing out is the reason that the 
1950 figure is as small as it is, relative to the later figure, is that it is 
the average for the year, and the program only began during that 
year, so that for the first 6 months of the year there were very few 
people employed. 

Mr. Tuomas. I remember the justification for it at that time was 
that a good many of these were technical people and you had to re- 
cruit them and get them trained before the job was to be done. 

Mr. Frantz. That is correct, sir. 

Mr. Puruuires. I think there is another point which is equally im- 
portant. You might make these investigations and surveys and you 
might not carry out the work of slum clearance at that time and then 
wait for the war situation to clear up for 4 or 5 or 6 years and you 
would have to make the investigation all over. 

Mr. Foury. No; we would not. 

Mr. Puiturrs. Certainly what you have now would be of no value. 

Mr. Fo.trey. We would have reached the point, Congressman, 
where the remaining step would be the demolition, redevelopment, 
and disposition of the land to the private developers who, in the 
main, would be developing it. I think, having reached that point— 
and I will be glad to have Mr, Keith, who is Director of the Slum- 
Clearance Program, add to this or correct me if I am wrong about it— 
1 think at that point nothing we had previously done would have 
been wasted. It would be a question, possibly, of having a delay. 
We do not envision in the normal course of the operation that any of 
the projects would have reached the point before 1953 where we 
would be making the actual grant payments—is that right, Mr. 
Keith? 

Mr. Keiru. Yes, sir; that is right. 

Mr. Fouey. I think I am right in saying that our policy as it pres- 
ently stands is geared to the possible needs of a defense situation 
which we cannot fully envision yet. At the point where we presently 
say that they would have to have further confirmation before they 
could go ahead—which is at the point of demolition—nothing done 
up to that point would be wasted as against resuming operations 
later. Is that correct, Mr. Keith? 

Mr. Kerru. That is correct. They would have completed the re- 
development plan and all of the other aspects of the proposal at that 
time. 

Mr. Tuomas. At this point in the record, Mr. Reporter, will you 
insert the table appearing on page 43 of the justifications? 

(The matter referred to is as follows: ) 
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Title I program—Slum clearance and urban redevelopment, fiscal year 1952 



























































Positions 
Man- 
Salary 
Profes- years 
sional Clerical Total 
Division of Slum Clearance and Urban Redevelop- 
ment: 
Office of the Director and Deputy._.__.-.._..--- 7 8 15 15.0 $93, 900 
ne ie... eee 5 9 | 14 14.0 72, 400 
Redevelopment and Relocation Branch --.---__-- y 5 14 14.0 90, 700 
OG I ON a sds cinstinw ney nee 13 4 17 17.0 113, 200 
Community Planning Branch. -._....-........-- 13 10 23 23.0 139, 700 
Field Operations Branch ---_...........--------- 24 17 41 41.0 254, 900 
Municipal Finance Braneh___-_-._-_- Se CD 5 2 7 7.0 48, 000 
SUE IR anaes cos okie ocncdemnnneedccn 6 3 9 9.0 62, 200 
Total, Division of Slum Clearance and Urban 
Redevelopment... 82 58 140 140.0 875, 000 
Allocation of staff and administrative services and 
I I IE isin Scie cerns ances seek Gasceindseb~ckisteewsca andthe. chu! 88.0 442, 200 
Total, personal services, title I program ----_-_- RATES. SAREE cre: SE Tea 228.0 | 1,317, 200 
Other objects of expense: 
UU FERS a itn s specie cndnip tan ek ident el ian rocdnatt eaten: ate Fa ain pie ance ove od 114, 000 
Transportation of SSIS eros! amet ke MATT TSS Te TA eee , 000 
rere Sees I SA? SR SEs SRE SEAS 33, 000 
SE es PEE eee See) SRO ARES ORES, HEL ERE 84, 000 
Printing and reproduction : See RES EO: Same Oe. sie cad EOC: 9, 400 
Miscellaneous contractual services. _____---__- | _~ SeeRoys, Rectan hese vg 7, 400 
eS Ee rene eEeee” niet chs caked edicdel dad Pca walsctiada 17, 000 
ke See ee a -aee-e-------- enesesl canes bbeht=senhedmies Rela! Peas Reet 15, 000 
Total, other objects... wcsusecioonspsvebeenr pin stiniedakhietiuss cele tebe ES aR & 280, 800 
Total, title I program—Slum clearance and | | 
urban redevelopment. _____- Seiahaielehisieiand eeaeieietd Wiimote teicceeeeee CEE | 1, 598, 000 
i 





1 Allocation of staff and administrative services and over-all supervision: 




















7 | Allocation to title I 
Total provided in budget program 
Organization unit : 
Positions Man- Money | Percent | Amount 
years " | 
Administrator’s immediate office: 
Bh Se a Rt pte Se RT 3 3.0 | $26, 000 15 $3, 900 
Deputy Administrator __-._.._......- mere 12 10.0 61, 000 15 9, 150 
Racial Relations Service.........-..-____- 7 7.0 46. 000 20 9, 200 
Total, Administrator’s immediate office args, PaO May): ae Sete F. STS” (ARS, TEER 22, 250 
i fr 80 77.5 | 419,000 55 232. 100 
Division of Information... .....-..--.....--. 13 13.0 83, 000 20 16, 600 
Division of Administration __........_...._-- 155 154.5 | 685, 000 25 171, 250 
Total, allocation of staff and administra- 
tivesetvices and over-alksupervision__.|..........]..........]-...----.-}-.2---2 8. 442, 200 
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Hovusine ResearcH PROGRAM 


Mr. THomas. Let us look at your housing-research program. 
Mr. Reporter, insert in the record at this point that part of page 46 
beginning with “ Program justification.” 

(The matter referred to is as follows: ) 


PROGRAM JUSTIFICATION 


The budget estimate for the fiscal year 1952 for housing research provides 
$1,149,000 for staff research and general administrative expenses and $545,000 
for specific research projects both of a contract and working fund nature. These 
amounts compare with $1,084,000 and $718,000 for the current fiscal year. 

The program of substantive research will be concerned in fiscal year 1952 
with two broad areas: (a) Technological research activities; and (b) economic and 
financial studies and analyses. Each of these is discussed separately below. 


A. TECHNOLOGICAL RESEARCH ACTIVITIES 


The long-term objectives of the Technology Branch program, in accordance 
with the declared policy to be followed in obtaining the national housing objectives 
established in the Housing Act of 1949, are: 

1. To encourage and assist the building industry in developing solutions for 
problems of design, introduction of cost-saving materials and assembly methods, 
and technological and organizational improvements. 

2. To provide the various Federal agencies, having operating programs in 
housing, with needed technical advice and assistance in the most efficient and least 
expensive manner. 

3. To provide, where requested and needed by the localities, technical advice 
and guidance for the improvement of site planning and utilities, zoning and build- 
ing laws, codes and regulations. 


Mr. Tuomas. It is interesting to note that— 


The long-term objectives of the Technology Branch program, in accordance 
with the declared policy to be followed in obtaining the national housing objectives 
established in the Housing Act of 1949, are: 

1. To encourage and assist the building industry in developing solutions for 
problems of design, introduction of cost-saving materials and assembly methods, 
and technological and organizational improvements. 

2. To provide the various Federal agencies, having operatiog programs in 
housing, with needed technical advice and assistance— 


and so forth. 


HOUSING RESEARCH COSTS BY OBJECTS 


At this point, Mr. Reporter, will you insert in the record the table 
appearing on page 66 of the justifications. 
(The matter referred to is as follows:) 
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Title IV program— Housing research, fiscal year 1952 






































| 
Positions | 
| a Salary 
| Protes- | Cyerical | Total | ” 
| sional | 
Division of Housing Research: 
ibenat the Dieter c=. 2.5.05 52.552 9 | 13 22 | 22.0 | $137, 100 
Housing Economics Branch ___............._--. 17 | 17 | 34 34.0 | 188, 950 
Housing Finance Branch..--..-.............------ | 8 5 | 13 13.0 77, 300 
Agency Reports and Statistics Branch_________- | 5 | x 13 13.0 65, 100 
Housing Technology Branch ._.__........._..-- | 31 | 15 46 46.0 312, 600 
Housing Regulations Branch -...........-...-.. 5 | 4 9 9.0 54, 800 
7 se | rae ae tat ae 
Total, Division of Housing Research !._...___ | 75 | 62 137 137.0 | 835, 850 
a Seah -----|----------| _—20.6 | —124, 400 
RRA: ORE IIE 3 RIB 0 Be 116.4 711, 450 
Allocation of staff and administrative services and A 
over-all supervision ?_____.___- ‘ ‘ aa ieee 8; RS Se 45.6 220, 55€ 
— ee | ——_——_———_|— 
Total, personal services, title I1V program___-_- pests SE, AERO | 162.0 | 932, 000 
Other objects of expense: | | | 
Travel... Pes Se: Se ee PRE ak. ha a, See the 35, 000 
Transportation MEMNINORS. Goi, caien cecenkicds. SERS oS Re Siebisows MATE She: eee 3, 200 
II RENIN oo ono os rrntan nod <duebar | sadeedonce FEE SEITE SS Ve Eee ee | 22, 500 
ac inanencaesigenmas |---------- ata tine i ESS 55, 700 
Printing and reproguction. ; SRE. Ea eee ay =) esr Ree ieee | 65, 000 
Miscellaneous contractual services LTS ERA TEEN OTT “A RIES PAP GES aa 6, 200 
Supplies and materials... -........-......---.---- AS wguceaee rsinetnasbn|-sestiwaweleretncoens 18, 900 
NO eis cbr irenenn -nnesinncecnsnnesnns s-e-|---0--0- lis canieneiia alhaestarninl dere | naenanoiais® | 10, 500 
Patel, other objects._.:.....-.-........2..-.... TED iO. actu aee BRE METS | 217,000 
Nee oe ce coe naman wine TENE ERS! Sees SS Pe | 645,000 
* oonieionh insite | =A 
Total, title IV program, housine research... __. Bee Bees jdt RES | 1, 694, 000 
! | } 





1 Includes 20.6 man years for other programs. 
2 Allocation of staff and administrative services and over-all supervision: 




















Total provided in budget sa, ownage 
Organization unit 
Posi- Man- | > | 
tions years | Money Percent Amount 
dbmanaiebaiae | | | 
Administrator’s immediate office: | 
Administrator. Sc asibandkeeule.uoks 3 | 3.0 | $26,000 15 | $3, 900 
Deputy Administrator. NS SE eS 12 10.0) 61,000 20 | 12, 200 
Racial Relations Service__.______- aie ie 7 | 7.0 46, 000 20 | 
Fe EE ane | 80 | 7.5 | 419,000 5 | a1 100 
Division of Information..______._-_._----___- | 13 | 13. 0; 83,000 20 | 16, 600 
Division of Administration.______________-____| 155 154.5 | 685, 000 23 157, 550 
Total, allocation of staff and administra- | | 
tive services and over-all supervision. -|_.....___- coche oumbe bb dewesee abst weet ee | 220, 550 





Mr. Tuomas. That shows that for 1952 you want 163 positions 
against 149 positions for 1951 and 84.9 positions for 1950. 

Mr. Franz. Those, again, Mr. Chairman, are man-years. 

Mr. Tuomas. They are man-years, so they ought to be increased 
by 10 or 12 percent. 

Now, in your justification for this Division you have other objects 
here to the tune of $217,000. Is that included in your general tables 
showing other objects later on? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Is this segregated? 

Mr. Frantz. That is correct. 

Mr. Tuomas. We will take that up as a whole at another point. 
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RESEARCH CONTRACTS WITH UNIVERSITIES 


What about your research program with reference to contracts 
with universities, and so forth? ou want $545,000 this year and 
in 1951 you had $718,000, and in 1950 you had $1,389,000. 

What is the status of the research program with the universities 
and colleges, without going into too much detail? How much of 
that $718,000 for 1951 has been spent, say, as of February 1 or March 
1, or January,1? I am not talking about allocated, I am talking 
about spent. 

Mr. Frantz. You mean committed by contract for the 1951 fiscal 
year? : 

Mr. Fovey. First, you have to recall that we were not in a position 
to commit that until very late in the calendar year because the 
budget had not finally become available to us until some time in 
October. 

Now, do you have the figures there, Mr. Frantz? 

Mr. Frantz. Yes, sir. As of our most recent figures there are 
under contract from this year’s funds $140,000, and in process and 
under consideration projects amounting to just under $700,000. 

Mr. THomas. When will they be placed in operation? You have 
only about 4 months to go in the fiscal year 1951, March, April, May, 
and June. 

Mr. Franvz. They are going through now, Mr. Thomas, practically 
on a day-by-day basis. 

Mr. Fouey. Perhaps Dr. Ratcliff may want to add something to 
that. 

Mr. Rarcuirr. Some of the projects in the $700,000 are well 
advanced. Some of them are even in the hands of the contract officer. 
We are always anxious that we reserve adequate funds for surveys and 
research which we are carrying on in consultation with the National 
Production Authority. 


USE OF GOVERNMENT RESEARCH FACILITIES 


Mr. Tuomas. I notice here that you have about $140,000 in con- 
tracts with the Bureau of Standards for 1950 and 1951. We found the 
other day that another one of our agencies had a contract with the 
Bureau of Standards for $225,000. 

There is one here on ventilation measurement with the Bureau of 
Standards for $18,000. 

How many contracts do you intend to have through the fiscal year 
1951, and how many for 1952? You set them out here beginning on 
page 59 of the justifications, some 4 or 5 pages of them here through 
page 64. 

Mr. Frantz. Those were current as of the date this book was 
prepared. 

Mr. Tuomas. You have a subtotal here of five projects. You have 
contracts with different universities and organizations and the Bureau. 
of Labor Statistics comes in for $9,800. 

Mr. Fotry. We commonly use the facilities that exist elsewhere in 
the Government. We do not set up any research facilities of our own, 
laboratories or otherwise, except for certain staff operations that can 
be done in our own shop. We use the Bureau of Standards, we use 
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the Census Bureau, and we use the established research facilities of 
the Government wherever it is possible to use them. 

Mr. Tuomas. Here is a very interesting one, “Growth patterns in 
metropolitan areas in United States”, $66,000. Also “Cost of 
municipal services for residential areas, $32,000,” and, ‘Survey of 
potential redevelopment areas’, $11,800. I imagine that the FHA 
would be in a whole lot better position with its some 123 offices through- 
out the United States to come up with the truth and get an answer to 
that than any good university located in Washingtdn, D. C., or 
anywhere else. 

Mr. Foury. As a matter of fact, the FHA is not equipped to conduct 
such a study unless we set up for them the kind of a staff that would 
be required to conduct it. We employ them only for the period nec- 
essary by proceeding through the university. 

Mr. Tuomas. Why should you have to set up in FHA an additional 
staff for that with offices scattered in every nook and corner of the 
United States? 

There is a manager in every one of those offices dealing with real- 
estate people who are seeking to get insurance and divide this subdivi- 
sion or that one. All of that information is available in those offices. 

Mr. Fotery. The information is available, of course, Congressman, 
but not available in the manner or the type that is necessary to reach 
an objective conclusion. I can get plenty of opinions from real-estate 
men who own subdivisions and who have opinions about what ought 
to be done. In their opinions they are entirely sincere, but they are 
far from objective. They have a profit motive involved, whereas 
what we seek in research is an objective answer. 

As a matter of fact, Congressman, I can well realize that to the 
members of this committee or to others looking at the titles of specific 
research projects such as we have to set down here, it may seem very 
difficult to justify them or understand what purpose they can serve. 
J drew attention to that when I first appeared before the Appropria- 
tions Committee with our first budget for research after we got the 
authority. I had to point out then that the results of these research 
undertakings would not become apparent immediately; that in re- 
search, of course, we should not get any results in haste, but the results 
would become apparent later. 

Mr. Tuomas. We agree with your point of view. 


EXAMPLES OF POTENTIAL SAVINGS INVOLVED IN HOUSING RESEARCH 


Mr. Fotey. We have very definite instances, sir, that I would be 
glad to furnish to the committee or put in the record of specific projects 
now completed or nearly completed in which demonstrable and definite 
savings in building or future maintenance of houses have resulted. 

Mr. Tuomas. I would be glad to have them. 

Mr. Fotry. I shall be glad to furnish them. 

The matter referred to is as follows:) 


EXAMPLES OF PoTENTIAL SAvinGs INVOLVED In Hovsinc RESEARCH PROJECTS 


Tangible savings in materials brought about by research have a dual import- 
ance now: To the public in terms of better housing at lower cost; to the defense 
effort in terms of reduced drain on important materials. 

In practice, of course, these savings can be realized only with the adoption of 
new methods by the housing industry. Under title III of the Housing Act of 
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1948, as amended, the Administrator is authorized and directed not only to con- 
duct research, but also to disseminate the results and promote their acceptance 
and application. 

Some of the changes mentioned below have been widely adopted while others 
have not as yet. Estimates of potential savings are therefore based on a hypo- 
thetical figure of 100,000 ‘‘average’”’ homes, The examples given here were 
selected from 1950 projects which have now been completed or are approaching 
completion, so that savings estimates can be regarded as reasonably firm. Savings 
are estimated in amounts of materials, cost of materials, and, where appropriate, 
man-hours of labor in construction. Secondary savings not included in these 
estimates would include shipping space and labor in producing and manufacturing 
the materials in question. 


SAVINGS OF CAST IRON AND OTHER PIPING METALS 


Investigation of plumbing systems (HHF A Project No. 1950-ME-2) 


This project (under contract with the National Bureau of Standards of the 
Department of Commerce) was undertaken to determine physical conditions 
existing under normal operation of conventional plumbing systems and to resolve 
separate problems in which savings might be expected. Four distinct changes 
in current plumbing ponte have been demonstrated to be feasible involving 
large total savings. Savings are not entirely additive because in some eases they 
are involved in alternative practices for the same purpose. Contract, cost of this 
project in fiscal year 1950 was $25,000; smaller amounts had been spent in earlier 
years for preliminary investigations along the same line. 

(a) Substitution of smaller, lighter drain pipes has been found to be entirely 
safe and satisfactory. At present approximately half of existing plumbing codes 
require new houses to be furnished with 4-inch cast-iron drainage stacks and 
sewers, and nearly all codes require extra-heavy weight of cast iron. Careful 
research has demonstrated, however, that 3-inch pipe is completely adequate and 
that stendard-weight pipe can be used in plece of extra-heevy weight. On ths 
basis of an average 1)4-story house with 19 feet of plumbing stack, 17 feet of 
house sewer within the structure and 5 feet outside, and 50 feet of lateral run to 
the sewer, possible savings involve approximately 31,190,000 pounds of cast iron 
and $3,294,000 in cost of materials per 100,000 houses. 

(b) Use of smaller vent pipes of galvanized steel has been found to be entirely 
satisfactory under test conditions. Present codes require the stack vent to be 
extended through the roof, using the same-size pipe used for the soil stack— 
normally 3- or 4-inch cast-iron pipe. By substituting 2-inch galvanized-steel 
pipe, potential savings could be realized on 100,000 houses of 8,850,000 pounds of 
metal and about $767,000 in cost. 

(c) Use of wet venting, or using the lavatory back vent to serve as a vent for the 
bathtub trap has been found entirely satisfactory. Wet venting has been used 
in about half of the homes recently built in this country, but if adopted universally 
savings per 100,000 houses would involve 1,360,000 pounds of steel and approxi- 
mately $225,000 in cost of materials. Manpower savings of about 200,000 man- 
hours are also indicated. 

(d) Grouping plumbing fixtures near the soil stack so that the stack can be 
used for venting purposes has been demonstrated to be satisfactory, eliminating 
the conventionally required back vents. Adoption of this change would make 
possible savings of 4,400,000 pounds of steel, $729,000 in cost of materials, and 
approximately 600,000 man-hours of on-site labor in 100,000 houses. 


Test of nonmetallic materials in sewer piping (HHFA Project No. 1950-M E-4) 

This project (under contract with the National Bureau of Standards) was 
undertaken to identify and at nonmetallic materials which could be used in place 
of the extra-heavy cast-iron pipe now used for building drains. Results of this 
project indicate that it may feasible to use clay pipe, concrete pipe, or bitu- 
minous-fiber pipe for this purpose. Since the price of the substitute depends on 
which one is used, dollar savings have not been estimated; saving of cast iron, 
however, would be approximately 17,850,000 pounds. The contract cost of this 
project is $9,000. 

SAVINGS OF SHEET STEEL AND ALUMINUM 


Investigation of heating systems (HHF A Project No. 1950-ME-7) 


This project was undertaken to determine comparative quality of performance 
of nonconventional heating systems in order to make possible savings in the 
metal duct work done in conventional heating installations. Test results indicate 
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that simplified duct system may be used, eliminating overhead duct sections and 
substituting a single return opening in the center of the house for the customary 
return system. ‘Total savings in these changes would include 7,500 tons of sheet 
steel or aluminum and $6,000,000 on 100,000 houses. The contract cost of this 
project is $40,000. 

SAVINGS OF COPPER 


Investigation of performance of flashings (HHFA Project No. 1950-STR-10A) 


This project was contracted in order to find acceptable types of concealed flash- 
ing materials which are less critical than those commonly used. As a result of 
careful tests, it has been found that instead of 16-ounce copper, 3-ounce copper 
on reinforced paper is entirely satisfactory and saves over 24 pounds of copper per 
dwelling. In 100,000 homes, savings could be realized of 2,433,000 pounds of 
copper and $1,260,000 in cost of materials. 

The contract cost of this project was $2,000. On November 20, 1950, a 
Materials Bulletin was issued by FHA, authorizing acceptance of this substitu- 
tion for mortgage insurance purposes. 


SAVINGS OF LUMBER 


Investigation of the use of open sheathing (HHFA Project No. OT-27) 

This project was undertaken by contract with the Forest Products Laboratory, 
Madison, Wis. Its objective was to determine the practicability of using diago- 
nal open-spaced sheating on exterior walls of wood frame and masonry veneered 
houses. Results showed that customary solid sheathing is not necessary for ade- 
quate strength and that 1 by 4 open sheathing provides necessary rigidity. Po- 
tential savings from adoption of this practice would be greater in the southern 
part of the country, inasmuch as such construction in the North would require 
some additional insulation to achieve equivalent comfort. Allowing for the cost 
of this additional insulation in 50 percent of the houses, however, savings could be 
expected to involve 99,400,000 board feet of lumber and some $13,000,000 on 
100,000 homes. Additional savings in nails and man-hours of on-site labor would 
be realized but are not estimated as firmly identifiable amounts. Total cost of 
this contract is $26,000. 

Mr. Tuomas. This committee is very research-minded, we do not 
mind telling you. We appropriate large sums of the taxpayers’ 
money every vear for research. We think eventually worthy and 
good things will come about through research that would not be 
attained, perhaps, in any comparable period of time. We further 
realize that it is difficult to take a specific item and put your finger on 
any specific results, but we know that over the years that this money 
is wisely spent and that results are going to be forthcoming. 

Mr. Foury. Yes, sir; that is the way we feel, Mr. Chairman. 

Mr. Tuomas. We have one tremendous job explaining this to the 
country. 

Mr. Fo.ry. Yes; so do we. 

Mr. Tuomas. So we caution you to spend your money wisely, 
slowly, and cautiously. You can take a million dollars, and you can 
toss it around; or, perhaps, you can take $250,000 of that amount 
and scatter it out over a period of time and cut down the scope of 
your investigation because you cannot put your finger on one little 
subject and keep it in that little narrow groove. In other words, we 
do not know all that is to be known by a whole lot about the general 
broad subject of investigation and research, but we are not exactly 
raw hands at it. 

Mr. Fox.ry. I am glad to hear you make those remarks, Mr. 
Chairman. It is one of the most difficult tasks we have to handle. 
As Administr)tor I think I have the reputation in some quarters of 
trying to proceed efficiently and economically. If anybody can show 
us how we can achieve results at a lesser cost we will welcome it. 
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Mr. Tuomas. Keep up your research. We want to admonish you 
to do that. We are not going to give you all of the money you think 
you ought to have. We are going to keep you going over a period of 
years because we know that you are going to come up with something 
that will save John Q. Public many millions of dollars. 

Mr. Foury. I think it will be encouraging to you and the committee 
that we are now able to show you actual savings as a result of this 
research. 

Mr. Tuomas. Yes. 


CoLLeGE Hovusinc PRoGRAM 


At this point we will insert in the record page 74 of the justifications, 
dealing with housing loans to educational institutions, including 
page 75. 

(The matter referred to is as follows:) 


Hovusine Loans To EDUCATIONAL INSTITUTIONS 


Title IV of the Housing Act of 1950 provided a $300 million borrowing authori- 
zation to support loans to educational institutions for construetion of dormitories 
and faculty housing accommodations. The Korean outbreak came before the 
program could be placed in operation and it was suspended by request of the 
President on July 18, 1950. An opportunity was thus provided for reexamina- 
tion in the light of changed conditions. This reexamination led to the decision to 
activate a program limited to $40 million in borrowings to serve the most acute 
needs of institutions arising from defense or defense-related activities. 

There has not been sufficient time since the announcement of this limited pro- 
gram to permit either an accurate assessment of the role of educational institutions 
in the defense effort or the effect of draft plans on student enrollment. Although 
enrollment is reported to be decreasing, several offsetting factors, such as the pos- 
sible assignment of military training programs or large research contracts to col- 
leges, may well make the operation of this activity extremely urgent at specific 
institutions. Also enrollment decrease might be more than offset locally in specifie 
instances if defense activities in a given area use up the housing supply normally 
available to students and faculty. Further, it is being pointed out by colleges that 
temporary accommodations provided in 1946 and 1947 are becoming unfit for use. 
Loans will be made only to those colleges qualifying under restricted defense-re- 
lated criteria. 

Thorough examination of the housing needs of each applicant educational in- 
stitution will be required. Decreases in enrollments have already occurred, and 
the severity of future reductions depends largely upon the policies as to age limits, 
deferrals, and exemptions now under consideration by the Congress in the proposed 
universal military training and service program. 

The number of units which can be provided under a $40 million construction 
program depends to a large extent upon the relative proportion of dormitory and 
family accommodations. Special training programs, for example, emphasize the 
need for dormitories; research, on the other hand, creates a need for family ac- 
commodations to serve faculty and graduate students. Based on an assumption 
that 15 percent of the total program will be of family type, and that an average 
cost of $10,000 and $3,500, respectively, will prevail for family and dormitory ac- 
commodations, approximately 9,000 units can be constructed. 

From a workload standpoint, the number of projects is more important than 
the number of units. Authorization of 40 projects averaging 225 units each has 
been used as a basis for éstimating administrative and operating costs. The 
number of projects actually assisted by this program may be considerably larger, 
if required and the materials and labor situation permits, because of the financing 
methods. In most instances revenue bonds will constitute the security for the 
Federal loan. Once a loan commitment has been made, an educational institution 
can proceed with plans and invitations to bid on the construction. But require- 
ments of law or policy will generally result in a public offering of the revenue 
bonds. If the bids on these bonds are more favorable than the estimated 2.75 
percent interest to be charged by the Government, private financing will be used 
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and the Federal loan commitment released. Additional defense connected needs 
beyond the capacity of the projected loan program could thus-be met if a favorable 
bond market exists at the time of these offerings. 

The Community Facilities Service, with its special experience in conducting 
public works programs, will have charge of the program. It will be responsible 
for revisions in the procedures and forms originally developed, liaison with 
defense agencies to obtain certification on the character of programs at applicant 
institutions, analysis of the financial status of applicants, review of detailed plans 
and specifications, assistance and supervision in advertising for bids and awarding 
contracts, and for the inspection and audit of construction operations. Staff 
services will be provided by established units in the Office of the Administrator. 
The Office of Education (FSA) will make recommendations respecting the statu- 
tory eligibility of applicants and report upon present and prospective need in 
each case. The estimated $200,000 in administrative expenses required in fiscal 
1952 will provide about 27 man-years of service in the various parts of the office 
of the Administrator concerned with this program, plus the amount required for 
the reimbursement to the Office of Education for its services. 


Mr. Tuomas. I notice that the number of projects is more important 
than the number of units. There are 225 units in 40 projects, a total 
of 9,000 units, is that correct? 

Mr. Fo.ny. I am sorry, sir. Where are you reading from? 

Mr. Tuomas. These pages here; 40 projects on an average of 225 
units will total 9,000 units as I get this in the college housing program. 

Mr. Foxy. Yes, sir. We are proposing to proceed on a very re- 
stricted basis. As you know, the program authorized by the Congress 
was $300,000,000. 

Z ro Tuomas. That is a loan proposition, title IV of the Housing 
ct! 

Mr. Fouey. Yes, sir; that is right. 

Mr. Tuomas. You want to cut down your activities to $40,000,000 
in 1952? 

Mr. Founry. Yes; that is right. Instead of setting up a separate 
division as a larger program would have required, we are handling it 
through the Community Facilities Service. 

Mr. Tuomas. We put a limitation in the bill, did we not, putting 
the site inspection upon the institutions? 

Mr. Frantz. Same language; yes, sir. 

Mr. THomas. You have here nonadministrative expenses, $142,000. 

Mr. Frantz. Estimated for 1952; yes, sir. 


COST OF LOANS TO EDUCATIONAL INSIITUTIONS BY OBJECTS 


Mr. Tuomas. At this point we will insert page 76 of the justifica- 
tions in the record. 
(The matter referred to is as follows:) 
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Housing loans to educational institutions, fiscal year 1952 





Allocation to program for 
housing loans to educa- 
tional institutions 


Total provided in budget 


Organization unit 









































| | 
ae Man- . . Man- 
Positions — Salary | Percent ad Amount 
Administrator’s immediate office: | | 
Administrator 3 3.0 | $26,000 | 5 | 0.1 $1, 300 
Deputy Administrator- ____- — 12 10.0 61, 000 5 | 5 3, 050 
Racial Relations Service 7 7.0 46, 000 | 5 3 2, 300 
Total, Administrator’s immediate | ; 
Eo aka vficceaneipes hn EIS I see 9} - 6,650 
DiviGii Gl DOW sis innensnn5--.--5.-.---- 80 77.5 | 419, 000 | 5 3.9 21, 100 
Division of Information.................-- 13 13.0 83, 000 5 7 4, 150 
Community Facilities Service: | 
pp Se 67 49.0 316, 500 25 12.0 67, 000 
PER aubtbte ks sinosescens a peukekae 205 112.0 596, 928 | 6 6.4 35, 660 
Total, Community Facilities Service .|____.___-- redone uN: <a | ll 18.4 102, 660 
Division of Administration _-._______--- 155 154.5 | 685,000 2 3.1 13, 740 
a ati ccecoemctcbdawsaacsee na a Sa 27.0 148, 300 
Other objects of expense: | 
SRR CISEE SRESEOn SCE ENE See Samm eee Sade ree ee 10, 000 
poo RETREATS TARR RI ET Eke Seep ene EESEASES Se PEERY 500 
SEEN SEES CLINI, COTE TE US Peers eter Tey 3, 500 
SA CNRS Rubee Se ASR SRIn iS aaearentas Bae EE 5, 300 
Printing and reproduction --_-.-_......|......---- ERE SESE Es ‘ES x ea 3, 000 
Miscellaneous contractual services. --.-|........-.|....-.-.-.|..-.-.---- |-----=----|---------- 27, 500 
— SS a Ee Sees FARE SRE LR 900 
PIII Ginrd tiieecckamieseess+<6e]<esnenaan< ae Taine Cals eccbicto | Sa aad 1, 000 
} | 
ee eee WONONNS. |... <n col 2se-..- lS edewaned Si caemnas- Fae |---------- 51, 700 
Total, housing: loans to educational | | 
nN ce BEM SEG rae WERE SEES: 200, 000 





Mr. Tuomas. This shows that you want 27 man-years, which is 
about 30 people, at a salary cost of $148,300 for 1952, against $75,000 
total cost for 1951 with about five and a half or jobs for 1951. If you 
are reducing your program to $40,000,000 that is quite a few more 
people than you need there, is it not? 

Tell us about that $142,000 nonadministrative expense item in 
addition to that $200,000 you have set up. That is quite a heavy 
expense, is it not, $142,000? 

Mr. Frantz. That is not expense to the Government. That is 
expense to the borrowing institution under the language which you 
inserted at our request. It is reimbursable to the Government and 
capitalized in the cost of the projects. 

Mr. Tuomas. I understand, but it is still the cost for spending 
$40,000,000. 

Mr. Frantz. The program as a whole envisions that amount in 
loan costs; yes, that is correct. This is nonadministrative cost which 
would be within the $40,000,000. 

Mr. Tuomas. How do you break down the $142,000? 

Mr. Frantz. It is arrived at in this way, on an estimate that in- 
spectors—that is, engineering inspectors 

Mr. Tuomas. Who is in charge of that program? 

Mr. Fotry. Mr. Seward. 

Mr. Tuomas. Did you make this budget up? 

Mr. Fotey. No;I do not think he did. 
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Mr. Tuomas. Who made it up? 

Mr. Foury. It was made by the budget officer, but the budget was 
made up before the program was assigned to community facilities. 

Mr. Sewarp. We have gone over this since it was transferred to us, 
Mr. Chairman. 

Mr. Tuomas. Yes; but he made it up before it was transferred. 

Mr. Fotry. May I say something there, Mr. Chairman? 

Mr. Tuomas. Certainly. 

Mr. Fouey. Originally we got set up to carry out the program on 
the full basis of Congress’ authorization prior to Korea—a $300,- 
000,000 program. We worked with the Office of Education which 
had been brought into it. We worked with the staff we set up for 
that purpose. We explored and investigated pretty fully as to just 
what was going to be done to carry out the program. In fact, we had 
all of the procedural material and everything else set up, and then with 
Korea we had to suspend the program. 

So, in making up these figures they are not just drawn out of the 
air. They are drawn from the studies which originally were made in 
the whole development of the procedures, plans and so forth to carry 
out the full program, and as far as possible it is a relative apportion- 
ment of the whole program—is that correct, Mr. Frantz? 

Mr. Frantz. Yes, sir. 

Mr. Foury. It is not just a figure taken out of the air by the budget 
officer. 

Mr. Frantz. If I could add a word to that as the budget officer 
in question, at the time this budget was made the program had not 
been reactivated, and there was no one in an operating sense working 
on it, even part time, so that there was not anyone else to make up 
the estimate. However, when we made the estimate, anticipating 
Mr. Seward’s organization would probably handle it 

Mr. THomas. We understand your position, and you were doing 
your job. You are still not a construction man, though, are you? 

Mr. Frantz. We talked to the construction men and got their 
advice on it. I am not a construction man; no, sir. 

Mr. THomas. Do you not have a budget officer in your shop? 

Mr. Sewarp. No, sir; our budget work is all done in Mr. Foley’s 
office. Mr. Foley’s office services our budget work in connection 
with their budget operation. 








ALASKA Hovusinac ProGram 


Mr. Tuomas. Mr. Reporter, will you insert page 70 in the record 
at this point? 
(The matter referred to is as follows:) 
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Alaska housing program, fiscal year 1952 

















Positions 
See BS ET EP ea. “9 
Profes- | c | in years Relary, 
sional lerice al | Total 

& oe f ; | } aii ee. Vee 

Division of Special Housing Operations: Alaska } | 
mal raat aS EONS SIRES Pst ee SE ; 4 1 | 5 | 5.0 | $42,000 

Allocation of staff and administrative services and | 

overall supervision |... eee 7.0 41, 450 

Total, personal services, Alaska pesca: pro- | 
GS Add dd coedeubad addins hobo. -| 12.0 83, 450 
Other objects of expense: | | : aS a 
Travel... oe Se eh 8 BAe! Sho eee ia aN 7, 000 
7 ransportation ‘of things. sida ee RAS ST Bho aR ed Soe 500 
Communication services............--..-...-..-. i putietta | . | 2, 500 
SR es care) vinnie Sis AeA ee 6, 000 
Printing and reproduction_- ie Sah eae eos EAE, Cae ee | 550 
Miscellaneous contractual services...___-______- a TALL bp sii a ERE OAe: 1, 000 
Supplies and materials_--.--........-.- give |--+---<-- s ee wo SShees nee 1, 009 
ae Gee oe oo 3 ce he Ball su diy. | 18, 550 
Total, Alaska housing program. .--.-....-...-.-|--.----- eal ha is Sida Meteiall ~ 102, 000 

i 





' Allocaticn of staff and administrative services and over-all supervision: 





Allocation to Alaska 


Total provided in budget housing program 


Organization unit 








| 
Ax | Man- | 
Ine S avae } ta Io » . 
Positions years | Money | Percent | Amount 
| | 
Pi SA EES, TA SAI AE RE SO ESE (tet EES A es. SET Aen oee 
Administrator’s immediate office: | | 
Administrator. __.__- nee NR ane us ‘| 3.0 | $26,000 | 5 $1, 300 
Deputy Administrator____._--_--__-___- 12 | 10.0 | 61,000 | 5 3, 050 
Special housing operations, departmental... | 4 4.0} 31,000 | 40 12, 400 
Total, Administrator’s immediate office. : : Fo 16, 750 
Division of Law_--- 80 77.5 | 419,000 | 2 | 8, 440 
Division of Information... _.---------- | 13 | 13.0 83, 000 | 3 | 2, 490 
Division of Administration. - NES alee 155 154.5 | 685,000 | 2 | 13, 770 
Total, allocation of staff and administra- | | 
tive services and over-all supervision __|---.-- ae ; atk ocoecane 41, 450 


Mr. Tuomas. Let us look at your Alaska program. You had an 
authorization of $15,000,000 which the committee handled last year 
in one of the deficiencies. Did we handle this? 

Mr. Foury. It was before this committee last year. 

Mr. Tuomas. Did I ask you this question: Was this Alaska housing 
program originally in the General Services Administration? 

Mr. Fotny. No; I think you are confusing it with the Alaska 
Public Warks program which was there. 

Mr. Tuomas. I am talking about this particular Alaska housing 
program. Who justified it last vear? 

Mr. Fotny. The Housing Agency. 

Mr. Tuomas. Anyway there is an authorization of $15,000,000? 

Mr. Fouey. That is right. 

Mr. Tuomas. The authorization is $15,000,000. How much was 
appropriated, $10,000,000? 

Mr. Fouey. Yes, sir; $10,000,000. 
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Mr. Tuomas. I read this sentence here: 


Other types of private financing assistance were made available by the Act 
through amendments affecting the operations of the Federal Housing Adminis- 
tration and the Federal National Mortgage Association. 


What are those? 
I notice you have two or three things set out here. I was very 
much intrigued with them last night, housing loans, 425, direct con- 


struction, remote dwelling loans, and you say here under “Direct 
construction”’: 


DIRECT CONSTRUCTION 


In some of the smaller Alaskan towns, neither private sponsorship nor financing 
can be obtained. To make a start on meeting the acute housing needs in such 
localities and with the expectation that the venture will prove the practicability 
of private construction in future years, the authority is undertaking direct con- 
struction on contract. One project of 25 units was started at Palmer in the 
building season just ended. Plans have been drawn, and bids will be requested 
shortly, on several similar projects to be started this spring. 

Who is the “‘authority” there? 

Mr. Fo.tey. The Alaskan Housing Authority. 

Mr. Tuomas. And you will make long loans to it? 

Mr. Fotry. That is what the act provides. 

Mr. Tuomas. Section III of the Alaska Housing Act authorizes the 
appropriation of $15,000,000, and the use of such funds by the Admin- 
istrator to purchase obligations of the Alaska Housing Authority. 

Is there any distinction between making a direct loan and then 
purchasing the obligation? 

Mr. Fouey. No; there is no distinction between that and lending 
them money. What we are doing is buying the evidence of indebted- 
ness. Is that correct, Mr. Fitzpatrick? 

Mr. Firzparrick. That is correct; yes, sir. 

Mr. Foury. May I say this, since you have raised a number of 
points about the activity and quite naturally you cannot be expected 
to remember all the provisions of the act, with reference to purchasing 
evidences of indebtedness and so on. The act provides for the insur- 
ance of mortgages—whereby the FHA may insure mortgages for 
housing in Alaska for a higher amount by one-third than they can in 
the States. The bill provides for loans that we may make to the 
Alaska Housing Authority, which they may use in connection even 
with secondary financing of housing projects. 

As to the remote dwellings need to which you referred, that is a 
situation which was brought to the attention of Congress by the Dele- 
gate from Alaska and the Governor, to deal with the problem of the 
remote sections of Alaska, where the Eskimos have a very bad health 
situation, where there are many tuberculars resulting from the con- 
ditions under which they live—with earth floors, and so forth. 


LOANS FOR IMPROVEMENT OF ESKIMO HOMES 


Mr. Tuomas. The loans are limited to a maximum of $500? 

Mr. Fotey. Yes. These are character loans made for the improve- 
ment of the houses of the Eskimo families. 

Mr. Tuomas. With no security? 

Mr. Fotry. That is right, as specifically authorized in the act. 
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Mr. Tuomas. Who puts up the money for those personal loans? 
Mr. Fo.tery. It comes from this appropriation and is loaned through 

the Alaska Housing Authority. 

Mr. Tuomas. Out of the $10,000,000? 

Mr. Foxrey. That is right. 


COST OF UNITS UNDER CONSTRUCTION 


Mr. Tuomas. How much has the authority spent on the 25 units? 

Mr. Fouey. I do not recall. Perhaps Mr. Young, who is here, 
can give you the figure on that, sir. 

Mr. Tuomas. Some of our Army people are paying $100 or $125 a 
month for such housing as they have up there. 

Mr. Fouey. Yes; the housing situation up there is deplorable. 

Mr. Tuomas. What are those 25 units going to cost? 

Mr. Youne. Our total loan is $364,638.50. 

Mr. Txomas. How much is that a unit? 

Mr. Youna. It averages $14,586. 

Mr. Tuomas. How big is a unit? 

Mr. Youne. They are approximately 850 square feet. 

: Mr. Foury. I think the average unit up there is about 800 square 
eet. 

Mr. Tuomas. It is about 27% by 27%? 

Mr. Fouey. Yes, sir. The costs up there are running actually 50 
percent higher than they are here. 

Mr. Tuomas. As I remember the Army was spending $20,000 a 
unit, 

Mr. Fotey. The Army was spending as high as $54,000, I under- 
stand, in certain parts of Alaska. In fact, I talked to one of the Army 
people only yesterday with respect to the Alaska housing problem. 

Mr. Tuomas. How long will this $10,000,000 that you are going to 
loan last you? 

Mr. Fouey. It will carry us through this year, depending on the 
amount of activity. 

Mr. THomas. Over what period of time is this $10,000,000 loan? 

Mr. Fotry. You mean the period of repayment of the loan? 

Mr. Tuomas. That is right. 

Mr. Fotey. I think it is 30 years. 

Mr. Youna. Forty years. Forty years is the maximum. Some 
types are shorter, but 40 years is the maximum. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Foury. May I add that Congress in the discussion and debate 
on that bill was very much concerned with the situation, particularly 
from the standpoint of the vulnerability of Alaska on the defense side. 

Mr. Tuomas. Why do you need 14 jobs and $102,000 to loan 
$10,000,000 to those people up there? 

Mr. Fousy. It is an extremely difficult task to be handled at a very 
long range from Alaska. Also, we are required by law to deal through 
the ‘Nlaiks Housing Authority. 

Mr. Tuomas. How long has it been in effect; all of fiscal year 1951? 
Mr. Fotry. It has been in effect all of fiscal 1951. 
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OBLIGATIONS FOR LOANS 


Mr. Tuomas. How much of the $10 million, Mr. Foley, have you 
obligated? 

Mr. Fotry. May I ask Mr. Young to answer that, Mr. Chairman? 

Mr. Youna. The total obligations are $4,565,738, sir. 

Mr. THomas. About half? 

Mr. Youna. That is the amount to date. 


PERSONNEL ENGAGED IN LOAN ACTIVITIES 


Mr. Tuomas. How many people do you have doing this work now, 
in fiscal 1951? 

Mr. Franrz. Substantially the same as for 1952. 

Mr. Tuomas. Give me the figure. “Substantially” does not answer it. 

Mr. Frantz. We have, as this table indicates, five people employed 
working directly on this program. 

We also have the time of one to one and one-half attorneys, depend- 
ing upon the workload, who handle these contracts. The balance of 
the 12 is an allocation of the time involved in such matters as the 
maintenance of accounts, and even in the maintenance of files and 
messenger service, which you cannot tie directly to that program 
because it is a distributed cost. 

Mr. Tuomas. If we cannot tie it directly to that, let us cut it out. 
We can take out 7 there. 

Mr. Fotey. What Mr. Frantz means is that you cannot tie the 
individuals directly to it because it is an allocated part of the man- 
power. Is that correct? 

Mr. Frantz. That is correct, Mr. Foley. 

Mr. Tuomas. In other words, there are seven housekeeping people 
to take care of five employees? 

Mr. Frantz. No, sir. 

Mr. Tuomas. Give me an answer on that. 

Mr. Frantz. The total of the legal services, accounting, and the 
general allocation—— 

Mr. Tuomas. What do the five people do? 

Mr. Frantz. We have two people here and three people in Alaska, 
one of whom is on indefinite sick leave. 


Loans FoR PRopUcCTION OF PREFABRICATED HOUSING 


Mr. Tuomas. We shall insert in the record at this point page 73 
of the justifications, ‘““Loans for production of prefabricated housing. 
(The document is as follows:) 
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Loans for production of prefabricated housing, fiscal year 1952 





























: ] 
- Positions & 
" goon 
| | yan | Salary 
” Frofes- | Clerical | Total | 
4 | 
Bs rue | 
4 Division of loans for prefabricated housing... BLY Nee 13 5 18 | 18.0 | $115, 500 
: Allocation of staff and administrative services and | 
F I ois eC ccocnvanncceastuasencdBghegeet cede secet Boris. tek, | 10.0} 45, 100 
oe hey q n i | 
a Total, personal services, prefabricated housing | | } si 
4 0S SR ie Ee Se Se, See cee | 28.0 | 160,600 
ae | —— 
7 Other objects of expense: 
7 ee is dan da tivin wks aencestn ads can J-nonone = 8, 000 
% Transportation of things -_-_____- bttin Kiboctinavetbiee TR RE: (Se 500 
a Communication services.................-------- TARE Ee | 4, 500 
g Re Fi i ln aed Fa een Sab Sahai yee eo ae eae 6, 000 
: en ee en, ee nS, JRSM pm ESeeR ees Papen momen SRE 500 
Miscellaneous contractual services. .-......-....-|.-.------- Sa ee “[=~--secge- Beats 2, 400 
Supplies and materials.................---------- ABET ESS C0 GRRISEEE: ST a Rae Arey 1, 500 
Ee Bin tik Data oy vaneecnkynekszunas<~ | PS FE a | wide EO a 1, 000 
en NN in ohn con cclcncens--s hy ene Leas oenep {ERSEE Scr 'e- ive ee _ 24, 400 
Total, prefabricated housing loan program _-__- | Sts Bere hs ee sii. Beem treeees | 185, 000 
i i | | 








1 Allocation of staff and administrative services and over-all supervision: 





| Allocation to pre- 
Total provided in budget | fabricated hous- 
| ing loan program 
Organization unit 

















q Pésitions| years | Money | Percent | Amount 
= | | 

F Administrator’s immediate office: } 
. DE ccctinconidscunassasacmnns<5s- 3 | 3.0 | $26,000 | 5 $1, 300 
7 Deputy Administrator. ...........-...--- 12 | 10.0 | 61,000 5 3, 050 
3 e ° + . . . | } = 
Be Total, Administrator’s immediate office_|_......___|__-..-___- Sake Fee ae : et 350 

J | ‘ | — 
4 NM or aes ad ae 80 77.5 | 419, 000 2 | 8, 440 
4 Division of Information....-.-...-.----------- 13 | 13.0 | 83,000 pot 830 
Division of Housing Research------_--_- ; 137 | 137.0 | 835,850 5 4, 000 
| Division of Administration____._....._- 155 | 154.5 | 685, 000 cy 27, 480 
: Total, allocation of staff a ndadministra- | | 

| tive services and over-all supervision__.}_......__- pabecees RR RECA Se Ra as 45, 100 
z SEE E Su EGE SS ORS 
2 

5 

‘ 


EMPLOYEES 


Mr. Tuomas. This shows 28 man-years. 

How many people did you have in 1951? That is a transfer to you, 
and your justifications do not give me any information on that. 

Mr. Frantz. We presently have 16 people. 
4 Mr. Fouey. That is a transfer from the RFC. 

Mr. Tuomas. Ww hy do you want to step that up to 28 people, if you 
have only 16 now? It is a liquidating program, is it not? 
Mr. Foxy. No, sir; it is not a liquidating program. It is an active 
3 program. This was ‘transferred from the RFC. The RFC had 
handled it as a part of the general operations, without an identifiable 
staff which was assigned to this work. 

Mr. Tuomas (reading) : 


Bee era eee 





The portfolio included 137 loans or loan commitments for approximately $37 
million, of which $16 million had not been disbursed at the time of transfer. In 
addition, there was transferred approximately $10.5 million of uncommitte 1 
lending authority for use in continuing loan activities. 
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Mr. Fouey. That is right. It is a going program rather than a 
liquidating one, although we are constantly having liquidating tasks 
in connection with loans already made. As I say, it was taken over 
from the RFC, having been just a part of the general operation there. 
It is hard to identify the staff that they had. 

Mr. THomas. How much lending authority remains unused in this 


a eo 
Mr. Foury. There is about $10.5 million. 

Mr. THomas. You are certainly cutting down on the activities of 
this, are you not, during this period? 

Mr. Fotry. We are being extremely cautious about further lending, 
yes, but actually when it is in the interest of the Government we will 
increase our activity. 

Mr..THomas. As a matter of fact, it is no more than a liquidating 
activity, unless and until this new housing bill gives you a little bit 
more wider leeway for activity than you presently have. 

Mr. Fotry. The new housing bill contains a title with reference 
to loans for prefabricated housing, sir, but it is of a different type 
and in a different field. 

As I explained very carefully to both of the appropriate committees 
in the hearings, this has to do with a different field and a different 
purpose than title IV of the defense housing bill. 


LIST OF LOANS TAKEN OVER FROM RFC 


Actually, I would like, since the justification is brief and deals in 
generalities, to place before the committee for the record, if you 
wish, a complete list of the loans._that we took over and their status 
at the time we took them over. 

(The information is as follows: ) 
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Mr. Anprews. Was the Lustron loan one of them? 

Mr. Foury. No, sir; the Lustron loan was not transferred because 
it was in foreclosure and it was determined that it was not in fact 
transferred by the terms of the reorganization plan. 

I would like very much for the record to show as a matter of fact 
exactly what we got in that transfer. We got some loans that were in 
pretty bad shape. We got some loans that were hopelessly delinquent. 

Mr. Tuomas. The whole program is a losing proposition. 

Mr. Foutry. Not necessarily. The program was designed by the 
Congress to enter a field that was very risky. It was an infant in- 
dustry, and that part of it which was particularly most questionable 
from the lending point of view, and therefore could not get other financ- 
ing, as from banks, was the general area of operation. 

Mr. THomas. When was that program authorized, in 1945? 

Mr. Fouey. In 1948; it was then in the RFC. 

I would like to present to the committee for its record and its study 
the exact list of the status of those loans as we got them last September. 
There will be losses on some of them. We think it will be necessary to 
do a great deal more work in connection with them than would be the 
case in an ordinary lending procedure. 

1 would like the record to show it, so that we are not apparently 
trying to alibi ourselves when we come back here again, sir. 

With your permission we will furnish it. 


ANTICIPATED LOSSES UNDER PROGRAM 


Mr. Tuomas. What do you anticipate when you come back here 
again with resference to this program? Apparently you have some 
pretty firm ideas about it. 

Mr. Fotey. What do I anticipate in what respect, sir? 

Mr. Tuomas. Are you going to have losses? Are you going to wind 
it up and take your losses, or what? 

Mr. Fotey. We are going inevitably to have losses on some of 
those loans. Some of them were in that shape when we got them. 
There is nothing we can do about it, except to wind them up. 

Mr. Tuomas. Suppose that we put a limitation on absorbing that 
$10; million. This is lending authority. That ought to be done. 

Mr. Puiturps. Do you mean there is no possible recovery? 

Mr. Foxrxry. I do not mean to imply that of all of the loans; no, 
sir. That is why I would like to place the list in the record. Many 
of them are good loans and will pay out and are serving a useful 
purpose. 

Mr. Tuomas. What about the $10,500,000 of lending authority? 

Mr. Fotry. I would say that it should not be rescinded, because 
it is probable as an ordinary matter of banking discretion that we 
will need to make further loans to some of those that are already 
being assisted and are working successfully, in order to protect our 
investment. 

Mr. Tuomas. You can use part of that money as a revolving fund; 
can you not? 

Mr. Fo.xy. I doubt that it will revolve that rapidly because of 
the nature of the business, sir. 

Mr. Tuomas. Apparently they are not any too successful, then, 
if they have to come back for the second bite. 
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Mr. Foury. Mr. Fitzpatrick*may be able to add something there. 
Mr. Frrzparrick. I think it would be helpful to the committee if 
Mr. Morse might take, for example, the Knox case, which is an 


; extremely good illustration of what is happening in that program. 
4 Mr. Fotny. Mr. Morse is in charge of that program, and if you will 
~ permit that, I would like to have him do so. 

1 = Mr. Tuomas. Surely. In other words, it might be highly desirable 


to put a little good money in and send it after some bad. 
Mr. Fotry. No; not bad. 


, a Mr. Morsz. In connection with the Knox loan: that is a company 
- » that began the manufacture of prefabricated houses during World 
. - War tII. They ended the war with contracts and considerable com- 


- >  mitments that required some help under an earlier program, to permit 
> them to work off the houses. 

Then when this Housing Act of 1948 was passed, including the 

provision for assistance to prefabricated home manufacturers, they 


y > received a loan of $2% million. With that they began to expand their 
r, ~~‘ operations, which was the intent of the legislation, as we understood it. 
O ; The company has expanded. In 1949 they produced more than 
e they did in 1948. In 1950 they produced twice as many houses as 


3 they did in 1949. In 1951 they can double their operation again. 


y ; Until this time they have found it impossible to get loans from 
- iprivate sources. 
MARKET 
3 Mr. Tuomas. What is the market going to be for that increased 
- production and expansion? 
e q Mr. Morss. They do not make a house until it is sold, sir. They 
le ~ do not begin to manufacture a house until it is sold, unless it would 


~ bea rental unit, and there is a place for it. They have no houses on 
» hand. When they are built they are sold. 

id Es Mr. Tuomas. The question I had in mind, when I asked where the 

market was going to be for that increased production, was the state- 

ment by the Administrator that you are cutting down by one-third 

the construction of all your houses. 

Mr. Morse. These people happen to be 40 miles from the Savannah 
at / River project. In that project, or in that whole area, there will be a 
shortage of skilled help for constructing housing and other buildings. 
The point I was leading up to is that we have been told that the Knox 


=) 
= 


puis ste ciee hs ca 





10, _ Co. has just now received a tentative commitment for some $4,000,000 
ny in private financing, so we have brought this company along to the 
ful point where they are starting to be able to finance themselves. 
Mr. Tuomas. They might come out all right, if they are down there, 
_ because they will certainly have to have some housing. 
Ise ‘ Mr. Morse. They are coming out all right, anyway. 
we ‘ 
dy 4 NONADMINISTRATIVE COST 
yur 
: Mr. Tomas. What about this unaccounted for nonadministrative 
id; » cost here? 
P May I read from page 324 of the committee print: 
of a but this amount shall be exclusive of costs of services performed on a contract or 





fee basis in connection with termination of contracts and legal services on a con- 


en, tract or fee basis. 
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What is the amount of that nonadministrative cost? You are bound 
to have some, or else you would not have put that language in the bill. 

Mr. Fouey. I do not have the item here. 

Mr. Tuomas. It is on page 324 of the committee print. 

Mr. Foury. Oh, Mr. Frantz, do you have that? 


ApvVANCE PLANNING PROGRAM 


Mr. THomas. While the budget officer is looking that up, let us get 
onto another program, gentlemen. 

At this point we shall insert in the record page 77 of the justification. 
There is no need to insert the remainder of that 15 or 20 pages, but I 
believe we shall insert the table on page 89. 

(The documents are as follows:) 


ADVANCE PLANNING PROGRAMS 


Interest-free repayable advances are made to States and other local public 
bodies for planning needed public works and for financing the cost of surveys, 
engineering investigations, and plans preliminary to the construction of local 

ublic works. This function was transferred to the Agency from the General 

rvices Administration by Reorganization Plan No. 17 of 1950. 

Public Law 352, Eighty-first Congress, authorized the second advance planning 
program ! and appropriations of $100 million to carry it out. Appropriations and 
contract authority totaling $25 million were made available in 1950 to initiate 
the program, authorization for which will expire in October 1951. Of the contract 
authorization, $15 million was set aside as a reserve under section 1214 of the 
General Appropriation Act, 1951. However, in view of gthe trend in defense 
requirements, it is not now contemplated that all the remaining authority will be 
used in new approvals. 

With the authorization expiring in October 1951, $4.9 million of the total esti- 
mate of $6 million for 1952 will be used to liquidate prior contract authorizations; 
$975,000 is for administrative expenses of this program and $125,000 for the first 
advance planning program. 


SECOND ADVANCE PLANNING PROGRAM 


Under the new program authorized by Public Law 352, interest-free advances 
are made to local governmental agencies for planning needed non-Federal public 
works. Repayments of the amounts so advanced are required to be made if and 
when construction of the public works is undertaken. Three years following full 
payment of the advance, if repayment has not been made, the Administrator is 
required to review the conditions, and the amount advanced becomes payable if 
- — after due notice and hearing, that the applicant has not acted in good 
aith. 

As a matter of practice, 25 percent of the approved advance is paid initially to 
get the planning started, and the balance only after plans and specifications are 


completed by or for the applicant, and are reviewed and approved as to engineering 
adequacy. 


1 The first advance planning program, conducted under the War Mobilization and Reconversion Act of 
1944, expired as to the authority to make new advances on June 30, 1947 
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Maintenance and disposition of project properties, fiscal year 1952 















































Allocation to maintenance 
Total provided in budget and disposition of project 
properties 
Posi- | Man- Per- | Man- 
tions | years | 58!8TY | cent | years | A™ount 
(ES ES ERTS SE TTT) ADE a I 80 77.5 | $419, 000 1 0.7 $4, 220 
Community Facilities Service. ...............--- 272 | 161.0} 913,428 9 14.4 82, 488 
Division of Administration. ................-...-- 155 | 154.5 | 685,000 1 1.9 6, 870 
Seta MMS tele porta ys Pak pee. Se ia Miceeeen ee Soaps Pag 93, 578 
Other objects of expense: 

Saat RS TSS PRS eee Oe) MEREEIRE 52S ME Seem ROSSI ae BORIS RAE ee 2, 000 
CN ENSIR ORE SEEDER ED, RI SOLES EEA Ties SEI 100 
Communication services. ._...............--- OR. SS SST ASS ER, “ates 1, 000 
SE NEE TIS eC, CL USES a Peete ee Mmepara 3, 500 
SEE Sa, tae PRE SIS SS SSS 550 
Miscellaneous contractual services. ...........|.....---.|-...---- EPS (PEAS Oe ees | 14, 500 
Supplies and materials_._._................- : SA, rr Cee: GE BR ss, 

Pots ctbet OOO: cc. 55 ci nscdn ces t Te RY Coan SE | ORE Eee | gost 2 | 21, 850 

Total, maintenance and disposition of 

PHROSOCE PEONSTEING... 5g 5 nw scmniciccecene EN Eee PE SS ae eee cmctipccat a, ay ae 
| 

















EMPLOYMENT REQUESTED, 1952 


Mr. Tuomas. I note here that you want 17 man-years, which is 
about 19 jobs. 

As a part of that you have the maintenance and disposition of 
project properties, which were transferred to you. You want 17 
man-years as against 20.7 last year. 

For the public works advance planning you had 303 last year, 
against 171 for the fiscal year 1952. 

Will you very quickly give us exactly the status of the public works 
advance planning? In the first place, you have two programs and 
the first one is wound up insofar as making of loans is concerned. 
Now you are in the act of maybe developing a little money. 

On the second program you had a total authorization of $100 
million. Briefly tell us what amount of contract authority you have 
outstanding that has not been paid for. How much cash has been 
appropriated, and what is the remaining authorization that has not 
been allocated to you? 


FIRST ADVANCE PLANNING PROGRAMS 


Mr. Fotry. May I ask Mr. Seward to do that, sir? 
Mr. Sewarp. To take the first advance planning program first, 
there was appropriated $65 million. 
Mr. Tuomas. That is wound up. How much are you collecting 
per year? 
Mr. Sewarp. On that our total obligations for advances on projects 
total $61,669,079. 
Mr. Tuomas. Do you mean that much is to be paid back to you? 
: Mr. Sewarp. Yes, sir; that was the amount that was to be paid 
ack. 
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Mr. Tuomas. As of to date how much has been paid back? 

Mr. Sewarp. To date there has been covered into the Treasury 
$25,562,000. 

Mr. THomas. How many people do you have working on the whole 
program, which is wound up, with the exception that you are receiving 
the money? 

Mr. Sewarp. Now, Mr. Thomas, as to our receiving the money, it 
is just not quite that simple, sir. 

r. Tuomas. All right. 

Mr. Sewarp. When we made these advances, of course the people 
came to us to get these advances to help their situation. When it 
comes to the repayment of those advances it has developed, sir, that 
we have to go to them. They do not come in and voluntarily repay 
that money. 

Mr. Tuomas. I should imagine that you are 100 percent correct. 

Mr. Sewarp. We have to get behind them to get it. 

Mr. Tuomas. All right. 

Mr. Sewarp. As I say, our recovery to date on that is a little bit 
more than 41 percent—41.4 percent, to be exact. 

Mr. Toomas. When are they supposed to pay you? 

Mr. Sewarp. Those payments become due, Mr. Thomas, when the 
first construction project is awarded on the planned public works. 

Mr. THomas. How many employees do you have working on your 
first program? 

EMPLOYEES 


Mr. Sewarp. Mr. Thomas, from the standpoint of assigning em- 
ployees specifically to the first program, by individuals, of course, we 
do not do that. We carry on, or try to carry on, the jobs concurrently. 

Mr. Tuomas. Give me an estimate, please, and let us get on down 
the line. How many people? 

Mr. Sewarp. For 1951 we figure 

Mr. Tuomas. Your best guess is going to satisfy us. 

Mr. Sewarp. For 1952 we figure 20.1; about 20.1. 

Mr. Tuomas. 20.1? 

Mr. Sewarp. Yes. On the second advance-planning program 

Mr. Tuomas. We are familiar with all the background. I just want 
to know your dollars-and-cents picture. 








SECOND ADVANCE-PLANNING PROGRAM 


Mr. Sewarp. Our commitments to date on the second advance- 
planning program amount to $21,362,181. 

Mr. Tuomas. Is that your total commitment? 

Mr. Sewarp. Those are the total commitments on the second 
advance planning program. 

Mr. Tuomas. What part of that $21 million is cash and what part 
of it is contract authority? 

Mr. Sewarp. The appropriations in connection with the program, 
the total appropriations, amount to $72 million. Of the $72 million, 
it was broken down into cash and contract authority in this way: 
For the first year that the program was in operation—— 

Mr. Tuomas. Wait a minute; let me interrupt you. You had 
$100 million to start with? 
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Mr. Sewarp. $100 million authorized. 

Mr. Tuomas. All right. 

Mr. Sewarp. Yes, sir. 

Mr. TuHomas. How much cash and how much contract authority 
have you obligated to date? When you give me those two figures 
you are going to mean that the remainder, whether it is in cash or 
in contract authority, is unobligated and we can withdraw it from 
this bill. What is that figure? 

Mr. Frantz. The total was the figure you gave, I think, which 
was $21 million. 

Mr. Sewarp. That is right. 

Mr. Franvz. That is the obligation against the iil of cash and 
contract authorization. 

Mr. Tuomas. Of the $72 million? 

Mr. Frantz. That is correct. 

Mr. Tuomas. So for all practical purposes you have about $79 
million unobligated? 

Mr. Sewarp. No, sir; you are figuring against the authorization, 
Mr. Thomas. 

Mr. Tuomas. That is right. 

Mr. Fo.ry. The appropriation was less. 

Mr. Sewarp. The appropriation was only $72 million. 

Mr. THomas. That is about $50 million, then. You are right. 

Mr. Sewarp. Yes, sir. And of that amount the Bureau of the 
Budget has pulled in $25 million. 

Mr. Tuomas. It was $15 million; was it not? 

Mr. Sewarp. No, sir; they took $15 million irrevocably, and then 
sort of held in escrow another $10 million which they still have. 

Mr. TuHop.as. Yes. 

Mr. Fotrny. The $15 million was under 1214. 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. What was taken from the Administrator’s office? 
What was impounded? What was the amount impounded? 

Mr. Fotey. Under 1214? 

Mr. Fran'rz. In total, or in administrative expenses? 

Mr. Tuomas. The total, including the $15 million contract author- 
ity. 

Mr. Frantz. $15,100,000. 

Mr. Tuomas. There was $100,000 in cash and $15 million in contract 
authority. 

Mr. Frantz. That is correct, sir. 

Mr. Tuomas. The $15 million in contract authority—— 

Mr. Frantz. Is against the second advance planning program. 

Mr. Tuomas. You do not ask for any funds for new commitments 
for 1952? 

Mr. Sewarp. That is correct. 

Mr. Tuomas. But you have about $50 million on hand? 

Mr. Sewarp. No, sir. 

Mr. Tuomas. How much do you have on hand? 

Mr. Frantz. The total authorized program at this point, Mr. 
Thomas, is $30,430,100. That is after the elimination of that part of 
the appropriation which was to liquidate prior contract authorization; 
and the elimination of these reserves by the Bureau of the Budget. 





938 


LIQUIDATION OF CONTRACT AUTHORITY 


Mr. THomas. How much are you going to need to liquidate the 
contract authority? 

Mr. Frantz. The amount by which the contract authorization now 
exceeds the appropriations made to liquidate is $4,900,000, which is 
the figure in the budget. 

Mr. Tuomas. How much can we rescind out of that $25 million, if 
that should prove to be desirable? 

Mr. Franvz. I would have to base that, Mr. Thomas, on an assump- 
tion of what was to be accomplished as of some date. 

Mr. Fo.tey. You mean what would be uncommitted? 

Mr. Tuomas. The figures you have given have been at the end of 
— 1951, have they not? You say you are not going to obligate any 
or 1952. 

Mr. Sewarp. No, sir; but we will make some further obligations in 
fiscal 1951. 

Mr. Tuomas. How much? 

Mr. Sewarp. Certainly as much as $5 million more. 

Mr. TxHomas. Will you get together with Mr. Duvall sometime 
during the day? 

Mr. Sewarp. Yes, sir. 

Mr. THomas. Or whenever it is convenient for both of you, and 
work this out very accurately as of March 1. 


ADMINISTRATIVE EXPENSES, ADVANCE PLANNING 


What about your administrative expense? Have you any non- 
administrative expenses in this program here? 

Mr. Sewarp. The administrative expense, Mr. Thomas, for fiscal 
1952, in carrying out the operations 

Mr. Tuomas. In other words, you want 171 man-years, which is 
about 196 or 197 jobs, to collect this money you have outstanding? 

Mr. Sewarp. No, sir. 

Mr. THomas. How many do you want? 

Mr. Sewarp. The number of persons is right, sir; but the operation 
is not exactly as you stated, please. 

Mr. Tuomas. Well, that is my own crude way of putting it. 

Mr. Fouey. We still have to do all of the rest of our work in connec- 
tion with it. 

Mr. Frantz. Excuse me. May I point out, for clarity, that the 
$1,100,000 that you speak of contains the $125,000 on the first program 
which we have already spoken of. The estimate of administrative 
—— in connection with the second program is $975,000. 

Mr. Tuomas. I am talking about these 197 jobs on public works 
advance planning. I am not talking about the distribution of your 
planning projects. 

Mr. Franrz. The two of them add to this total. 

Mr. Tuomas. The 2 of them add to the 171? 

Mr. Frantz. That is correct, sir. 

Mr. Tuomas. What part of that 197 are you going to want for 
advance planning? 

Mr. Sewarp. Our advance planning, Mr. Thomas, is 150 man-years. 
Of these there will be 128 people in the Community Facilities Service. 
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Mr. Tomas. The remainder is for the disposition and collection 
of your rents on these projects? 
r. SewarpD. Yes, sir; cleaning up the old program. 

Mr. Tuomas. What are these 128 people going to do on your 
advance geen 

Mr. Sewarp. These 128 people on this program, Mr. Thomas, 
which has been approved, sir, represent an approval to date of roughly 
1,300 projects. Now, those projects have been approved. The initial 
payment of 25 percent has been made on each. 

r. Tuomas. All right. 

Mr. Sewarp. Now we have to pay the additional 75 percent, or 
whatever their final planning costs are. We have to make the detailed 
examinations of the final plans and specifications, and the approvals 
of them and so forth, sir, which is quite a detailed operation. 

Mr. Tuomas. Did you say 1,300 of these? 

Mr. Sewarp. Yes, sir; about 1,300. 

Mr. Tuomas. About how many of them are going to put into effect 
their building programs? ‘ 

Mr. Sewarp. I do not know, sir, but we will go ahead with the ap- 
proval of the detailed plans prior, of course, to the awarding of any 
construction contracts. 

Mr. Tuomas. How long has this program been going now? 
Mr. Sewarp. This present program started last October. 


REQUESTS FOR ADVANCED PLANNING FUNDS 


Mr. Tuomas. At what rate are your requests coming in now? 

Mr. Sewarp. The requests for—— 

Mr. Tuomas. Advance planning funds. 

Mr. Sewarp. For advance planning funds. They are still coming 
in at the rate of about 1 million a month. 

Mr. Tuomas. You are not going to let them have any? 

Mr. Srewarp. We are not going to let them have any, Mr. Thomas, 
except in those cases where the project that it is proposed to plan can 
be tied in directly with defense activities or essential civilian require- 
ments. 

If I might go back for just a minute, please, sir, under the old 
Lanham Act when we got into this thing in 1940, before, the purpose 
of getting these public works projects constructed was to serve the 
industrial and military operations and the expanding population, and 
as a result of those it was a major undertaking. 

Mr. Tuomas. Well, let us 

Mr. Sewarp. They cost the Government, Mr. Thomas, millions of 
dollars that it would never have cost if there had been completed 
plans and specifications ready to go on these things. What we have 
tried to do in this program, since the development of the Korean 
situation 

Mr. Tuomas. Now, your statement may be 100 percent right, but 
the point is that you are not going to ameliorate that situation. 
You were not in the business of planning for defense. 

Mr. Sewarp. Yes, sir; but we are going to ameliorate it, Mr. 
Thomas, to this extent: To return for just a moment to the Savannah 
River area, take the town of North Augusta, for instance, where they 
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have a small community. There is a completely inadequate water 
system, and we have advanced money for that. 

Mr. Tuomas. Let the committee make you this suggestion: You 
freeze as of March 1 your future commitments under this program. 
Certainly you will have a program in the future separate and distinct 
from this one. 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. Then we will look at that program when it comes up. 
However, freeze the activities so far as commitments are concerned 
on this program as of March 1. 

Mr. Yates. What is the nature of the projects that are covered by 
this? Are those the public-works projects of various types? 

Mr. Sewarp. Yes, sir. 

Mr. Fotry. Schools, water, sewers, chiefly. 

Mr. Anprews. He has limited it now to where it fits in with the 
defense program. 

Mr. Foxery. If, far instance, we freeze as of March 1 may I raise 
this question for my own information? What, Mr. Seward, would 
that do with respect to the situation already before us in the Savannah 
River and Paducah, Ky., atomic energy areas, where we have to worry 
about 12 communities, at least, from whom I understand we have 
applications now? 

Mr. THomas. Wait a minute. We know something about that, 
too. The Atomic Energy Commission will come in here and ask for 
a wagon load of money with which to do that job. I see no occasion 
for you to get mixed up in it and duplicate it. 

If you are going to handle it by yourself that is one thing, or if they 
are going to handle it by themselves, that is something else, rather than 
running all over the lot and mixing up a half dozen different Govern- 
ment agencies. 

Mr. Sewarp. May I say, sir—— 

Mr. Tuomas. You did not help them with their Oak Ridge project, 
did you? 

Mr. Sewarp. We built schools, sir, all over that county down there, 
sir, the last time. 

Mr. THomas. With whose funds? 

Mr. Sewarp. With Lanham Act money. 

Mr. Tuomas. When was that? 

Mr. Sewarp. That was in 1942 or 1943 or something like that, Mr. 
Thomas. 

Mr. Tuomas. Was that true at Hanford? 

Mr. Spwarp. We did a lot of work at Hanford in connection with 
the schools. 

Mr. Tuomas. So did the Atomic Energy Commission. 

Mr. Sewarp. Yes, sir. Might I mention this fact, please, sir, in 
connection with the Savannah River area and the Paducah, Ky., area: 
The Atomic Energy Commission has announced as a definite policy 
that no employees are to be housed, no construction or operating per- 
sonnel are to be housed at any time at any place on the reservation. 
That means that the surrounding communities have got to take up 
the entire load that comes from that plant or that installation. 

Mr. THomas. You are not operating under the Lanham Act now. 

Mr. Sewarp. No, sir. 

Mr. Tuomas. You will have a similar act in the near future? 
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Mr. Fo.ry. Assuming we do, sir, however—— 

Mr. Tuomas. That will give you practically the same or similar 
authority, but it will be a separate and distinct program. 

In addition, the Congress passed an act about July of last year, 
aiding schools. 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. Not only for construction but for maintenance. 

Mr. Sewarp. Maintenance and operation. 

Mr. THomas. Maintenance and operation. 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. Let us take a look at this program, and freeze it as 
of March 1. If you run into any trouble let us kriow. 

Mr. Anprews. You do not handle any of that school fund, do you? 

Mr. Sewarp. We do all the construction under Public Law 815. 

Mr. Fotey. May I say, Mr. Chairman—— 

Mr. Tuomas. That is a different program from this one, and has 
no connection with it. 

Mr. Sewarp. It has no connection at all. 

Mr. Fotry. May I say, Mr. Chairman, I would like to have an 
opportunity to discuss further with you the particular problems that 
are presented by the atomic energy areas. 

The Atomic Energy Commission has publicly stated, and has 
authorized us to testify that they do not as a matter of policy want 
again to build publicly owned cities such as they did at Oak Ridge. 

What we are trying to do even in advance of the possible passage 
of a defense housing bill is to give every aid we can to the local com- 
munities and to the private builders to take care of that situation. 
The situation is already upon us. 

Mr. Tuomas. We will look into that next week, when we have the 
Atomic Energy Commission people over here. 


MAINTENANCE AND Disposition oF War Pustic Works 


Give us the picture very quickly on the disposition of your proper- 
ties. How many of them do you have, and what rent do you collect 
now, and so forth? 

Mr. Sewarp. Mr. Thomas, on the properties to which we have 
title as a result of the old Lanham Act: there were originally 1,572 of 
them. We have gotten that down now to 45 or 46. Of those about 12 
are schools which will eventually go to the communities under Public 
Law 815. We are very rapidly cleaning that up, sir. 

We have some school projects that are extremely difficult to clear 
out, but as I say, we have come down now to that figure. 

Mr. Tomas. We shall insert iv °  “ecord at this point page 88 
of the justifications, dealing with tect, 

(The document is as follows: , 


MAINTENANCE AND Disposition OF War Purntic Works 


Responsibility for war public works construction under titles IIT and IV of the 
—— Act were transferred to the Housing and Home Finance Agency, from 
the General Services Administration, by Reorganization Plan No. 17 of 1950 
(effective May 24, 1950). 

A total of 1,572 public works projects costing over $179 million were con- 
structed under these titles in the vicinity of military, industrial, and housing 
activities. As of June 30, 1950, there remained 173 projects which originally 
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cost $30 million. In addition, some $1.7 million of local bonds acquired during 
the construction or disposition of projects were on hand. 

Estimates call for sale of 44 projects which cost $12.2 million during fiscal 1951 
and 1952, and for the transfer of 60 school projects costing $12.4 million to local 
school districts. Total receipts from disposition, rentals, and securities are 
estimated at $1.6 million in fiscal 1951, and approximately the same figure in the 
budget year. Administrative expenses, estimated at $115,428 in each year, are 
paid from receipts as authorized by section 303 (a) of the Lanham Act. 


Mr. Tuomas. I have made several notes here. I will read this: 


Responsibility for war public works constructed under titles II and IV of the 
Lanham Act were transferred to the Housing and Home Finance Agency, from the 
General Services Administration, by Reorganization Plan No. 17 of 1950. 

A total of 1,572 public-works projects costing over $179 million were con- 
structed under these titles in the vicinity of military, industrial, and housing 
activities. As of June 30, 1950, there remained 173 projects which originally cost 
$30 million. In addition, some $1.7 million of local bonds acquired during the 
construction or disposition of projects were on hand. 


You had book value assets of $31.7 million, wrapped up in 173 
projects. 


Estimates call for the sale of 44 projects which cost $12.2 million during fiscal 
1951 and 1952— 


How many of those 44 were sold in 1951? 


and for the transfer of 60 school projects costing $12.4 million to local school 
districts. Total receipts from disposition, rentals, and securities are estimated 
at $1.6 million in fiscal 1951, and approximately the same figure in the budget 
year. Administrative expenses, estimated at $115,428 in each year— 

You sell 104 of your total of 173 projects, I presume, yet you want 
the same administrative expense, namely $115,428, for 1952 as you 
had in 1951, and you will only have about 69 or 70 projects left. 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. You have too much administrative cost, then, have 
you not? Can that not be cut down 60 or 65 percent? 

Mr. Sewarp. Mr. Thomas, a lot of these projects, of course you 
realize, sir, were sold on a deferred-payment basis to local public 
bodies. 

Mr. Tuomas. That is right. 

Mr. Sewarp. In other words, there was a 5-year lease with option 
to purchase. If they follow through we have to follow up to make 
sure that it all works out. 

Mr. Tuomas. Of course, these items are just exactly like your items 
under the advance planning, where you had 1,300 of those. You say 
you will have 69 or 70 in 1951. They do not pay you from day to day 
or even from month to month, do they? You do well if you can get a 
payment every 6 months, and you are hoping that you will continue 
to get them, are you not? 

Mr. Sewarp. Yes, sir; we stay right after them, and that is the only 
reason we get them. 

Mr. Tuomas. The point is that it is not a day-by-day transaction, 
or not even a month-by-month transaction. 
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Costs OTHER THAN PERSONAL SERVICES 


We shall insert in the record at this point page 117 of the justifica- 
tions, as to the other objects. 
(The document is as follows:) 


Summary of other objects of expense, actual 1950 and estimate 1951 and 1952 

















| : d 
Actual, Estimate, Estimate, 
Omens 1950' | 1951 1952 

ie nd ein ks pagan abidemercoennginsusiimeges $104, 697 $257, 764 $270. 000 

TRAIN OE SNOB 6 oso Soke k nos occa cecwesteekin 5.166 | * 8, 255 10. (00 

Communication services... ...........-.-...2.-.-2.2.-....... 52, 934 100, 300 109, (00 

Rents and utility services....................----..-..---.---. 37, 213 120, 650 190, (00 

Pe ee IID... nn one nn ccncece su cneesiccce= 62, 976 109, 57: 100, (00 
Other contractual services: 

ie saa connnonetuiepuadedenseusece 88, 310 132, 084 65, 000 

ee Rall nsi new cncesmescenennesiau 1, 389, 804 718, 000 545, 000 

SE en Cas Tee es 83, 677 58, 160 70, 0CO 

SM oo oe ng Sareea nw ciceaiabes 172, 450 26, 000 30 €00 

NN  FRCESLOR INGE SOLS, ARLENE LEO 1, 997, 227 1, 530, 792 1, 389, COO 








Mr. Tuomas. For the other objects you show a request of $270,000 
for travel, as against $257,764 for 1951. 

You have $109,000 for communication services, as against $100,300 
for 1951. 

For rents and utility services you have $190,000 for 1952 as against 
$120,650 for 1951. 

There is a reduction in printing and binding of $9,572 for 1952, with 
an estimate of $100,000 for that. 

For other contractual services you have $65,000 for miscellaneous, 
for 1952, and $545,000 for 1952 for contract research. 

We have already looked into the supplies and materials, which is 
an increase of about $12,000 for 1952 over 1951. The total is $70,000 
for 1952. 

There is an increase of $4,000 for equipment for 1952 over 1951, 
which makes the total $30,000 for 1952. 

There is a grand total for other objects of $1,389,000 for 1952 as 
against $1,530,792 for 1951, which is a reduction of about $111,000; is 
that correct? 

Mr. Foutey. About $150,000. 

Mr. Tuomas. The main reduction seems to be in a reduction from 
$718,000 for the contract research, down to $545,000. As to the other 
objects, other than that, they show an increase rather than a decrease. 

e have been looking very carefully at the travel items, gentlemen, 
and communication services and printing and binding. 
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TRAVEL 


First, let us look at your travel. You set that out on page 118 of 
the justifications, which we will put in the record at this point. 
(The document is as follows:) 


Travel 
Summary of estimates: 
Re Ce ace keel Sita Gia ee ae es Fae es ee 
Bstimate 1951... .-...---.-- npr keyeens ae . 257, 764 
Fstimate 1952- ee a ae. pe Rt tian aca _ 270, 000 


The travel estimate for 1952 is based upon a total of 13,200 days of travel at 
a cost of approximately $20 per day. ‘There follows detail of the number of 
travelers in each organization unit and the approximate extent of travel to be 
performed. 


j 


| Number of |Daysintravel Estimated 














travelers | status | cost 

| | } 
Administrator’s office____.__. eae patecunee 23 800 | $20, 000 
SS ESTE SIE SE SEN Stier a 15 300 | 7, 500 
Division of information ---_- ea 3 30 700 

Division of slum ¢learance and urban rede velopment: | 
SE AS a eee EES eee COR SE 22 3, 300 75, 800 
Si Bs ai aiet go ook chi nlang: Sales Selb sea aechoepseibioariea uh 25 1, 250 30, 000 
Division of Housing Research-- Vinisatiectabawe 25 1, 400 35, 000 
Division of Loans for Prefabricated Housing. Sui cutannieidataael 12 320 8, 000 

Community facilities service: 

Departmental... BME PA SESE VIE SI eB AED 8 200 5, 000 
URS as SENSES ee wa snarl Sea Meni NE 40 5, 200 78, 000 
ee ee eee eee 22 400 10, 000 
Total, Office of the Administrator. _...............----- 195 | 13, 200 270, 000 











Mr. Tuomas. The Administrator’s office will have 23 travelers. 

The Division of Law has 15 travelers 

The Division of Slum Clearance has for field operations 22 travelers, 
and for all others, 25; making a total of 47 travleers. 

The Division of Housing Researc th has 25 travelers. 

The Division of Loans for Prefabricated Housing, 12 travelers. 

Community Facilities Services, 8 travelers departmental and 40 
travelers in the field. 

Division of Administration, 22 travelers. 

That is a total of 195 travelers at a cost of $270,000. 


COMMUNICATION SERVICES 


For communication services you are requesting $109,000—$86,400 
of the $109,000 is for the District of Columbia, for rental, switchboard, 
mileage, and local calls; is that correct? 

Mr. Fo.iey. Correct. 

Mr. Frantz. That is correct, sir. 

Mr. Tuomas. That is $9 per month per instrument. 

What is the breakdown for the rental, switchboard, mileage and 
local calls at $9 per month per instrument? Break down that figure 
of $86,400. 
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Mr. FRANTz. I will have to insert that into the record. 
(The information is as follows:) 


The estimate of $86,400 is broken down as follows: 


Mileage, power, switchboard rental_-_-.....-...___-_-__..----_--.-. $16, 150 
Branches, extensions and service features_ aes me saat sé =. ee 
Local calls-_- - - -- - -- é Bue ae aint BS deiack. 2 ata eae 
Operators’ salaries and space rental - -- - - - - - eu ae _.. 21, 460 

py So RISRP ORES SSE St ENE BF cre RMR et aR bee 35k ke See 
Comparable costs—field offices__--.--.__------- ey fe 17, 400 

IN cs eee Py Rye lignite PrN a ani sigs Sa -- 86, 400 


Mr. Tuomas Can you give us a thumbnail quick é¢stimate? 

Mr. Frantz. No, I cannot. 

Mr. Tuomas. Do you switchboard 40, 50, or 60 percent for that 
amount, or what? 

Mr. Frantz. I would estimate that the switchboard would probably 
be 60 to 75 percent of that amount. 

Mr. Tuomas. We do not want to tie up your activities and cramp 
you. How much can you take off vour communication services and 
travel without hurting you, and how much can you take out of this 
printing and reproduction item? 

Mr. Fo.ry. I think we would have to take a look at the detailed 
breakdown, sir, before we could give you any offhand statement. This 
is our estimate of what we need. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. You have about $10,000 less this year than you had 
last year for printing and reproduction. 

Mr. Foury. This is our best estimate of what we need to carry out 
the program. We cannot give you an offhand figure. 

Mr. ‘Tuomas. I will read what your justifications say: 

The most important share of this estimate is based on the responsibility for 
disseminating and promoting the acceptance and application of research resul.s. 
How much are you spending on that research printing and binding 
item? 

As meniioned elsewhere, work is proceeding under 60 research contracis, and an 
additional $718,000 in research contracts are being placed in the current vear. 
While it is impossible to set up a deiailed publicaiions schedule uniil more of ihe 
results of these projecis are in, each contract can be expected to result in one or 
more reporis. Substantial numbers of contracts are to be completed in fiscal 
1952 and printing cosis are expected to approximate $45,000 to $50,000. 

Is that correct? 

Mr. Fotry. Yes, sir. 

Mr. THomas (reading): 

The balance of the estimate provides $18,000 for periodic statistical and 
technical rej‘orts; $10,000 for contracts, forms and stationery, most importantly 
for the community facilities, loans to educational institutions, and slum clearance 


programs; $4,000 for the Office of the Administrator’s share of the annual report; 
and $20,000 for miscellaneous procedural and informational material. 


You are spending about $60,000 here for information material, are 
you not? 
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What is the total cost of your annual report? 

Mr. Fotry. About $4,000 in the Office of the Administrator. 

Mr. Tuomas. That is your share. What is the total? 

Mr. Foury. Do you have a figure? 

Mr. Frantz. The total cost of the annual report is about $9,000, 
I believe, Mr. Thomas. 
R Mr. Tuomas. Are you not being a little harsh on Brother Foley 

ere? 
Mr. Fouey. Brother Foley has a lot of activities to report. 
Mr. Tuomas. You are making him pay $4,000 out of the $9,000. 


OTHER CONTRACTUAL SERVICES 


For your miscellaneous contractual services you have a reduction of 
about $67,000, or roughly 50 percent, from last year. 

You state: 

The largest single item is $25,000 to be provided to the Office of Education for 
its function under the program of housing loans to educational institutions. 

For what is that $25,000 item, gentlemen? 

Mr. Fo.ry. That is what is assigned to the Office of Education, is 
it not, Mr. Frantz? 

Mr. Frantz. $25,000; yes, sir, that is correct. 

Mr. Tuomas. For what purpose? 

Mr. Frantz. Mr Seward can describe this in more detail, but that 
is for their participation in the determination of need in connection 
with applications on those projects. 

Mr. Fo.ry. The part to be played by the Office of Education in 
connection with the college housing program is set forth in the law, sir. 

Mr. Tuomas. Sir? 

Mr. Fouey. It is set forth in the act itself. Their job is advising 
the Administrator as to eligibility and need. In other words, we want 
to prevent 

Mr. Tuomas. Here you are, the housing experts of the country. 
You have a big rose staff and a big planning staff, and yet you go 
over here and give this group, who does not know so much about it— 
certainly it is not their function to be in the building business—$25,000 
to tell you what they need. 

Mr. Desay. Sir, that is a professional educational job—not a hous- 
ing finding. We are trying to avoid duplication of the professional 
staff of that sort, and they are jadvising us in connection with the 
educational phases of the situation, as to the probability of the schools 


requiring this housing over a period of time, because of enrollment 
prospects. 





AUTOMOBILES 


Mr. Tuomas. There is $15,000 set up for the repair and service 
costs for automobiles. You have seven automobiles? 

Mr. Fouey. This covers those in the field in the Community 
Facilities Service, also. 

Mr. Frantz. That is correct. 

Mr. Tuomas. How many are there altogether? 

Mr. Frantz. Eighty, if [ remember the figure correctly. 

Mr. Tuomas. You have seven in the Administrator’s office in the 
District of Columbia. Why do you have seven in the Administrator’s 
office? You want to buy a new one here. 
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Mr. Fotey. We want to replace one, I believe. 
Mr. Tuomas. What do you do with the seven automobiles in the 
Administrator’s office here? What about those for the community 
facilities in the field? Where would you set out the 80 automobiles in 
the field for community facilities? It is not in your chart. 

For the Administrator’s office, for use of officers and employees on official 
business, seven automobiles, 

Mr. Frantz. Mr. Seward may be able to describe the automobiles, 
sir. 
Mr. Sewarp. Those 80 automobiles serve our needs—— 

Mr. Tuomas. Whereabouts are they in the justification? 

Mr. Frantz. I do not believe they are covered in the justification. 
Mr. Tuomas. Where do you cover them—in the Bureau of Com- 
munity Facilities? 

Mr. Frantz. I do not believe that is described. 

Mr. TuHomas. How old are your automobiles? Certainly you do 
not need 80 in your liquidating programs, do you? 

Mr. Sewarp. Yes, sir. 





































FIELD EMPLOYMENT 


Mr. THomas. How many people do you have in the field? 

Mr. Sewarp. We have 221 people in the field as of February 17. 

Mr. Tuomas. Where are they located? 

Mr. Sewarp. 24 are in New York, twenty-eight in the Washington 
division office, 29 in Atlanta, 29 in Chicago, 23 in Kansas City, 29 
in Fort Worth, Tex., 22 in San Francisco, 23 in Seattle, 14 in Denver, 
and 2 in Puerto Rico. 

Mr. Tuomas. They are right on the job there? 

Mr. Sewarp. Yes. There are 221 of them. 

Mr. Fousey. And their work requires them to travel all over the 
territory. 

Mr. THomas. How many jobs do you have under construction now? 

Mr. Sewarp. We do not have any. We have no construction 
program at the moment. 

Mr. Tuomas. I understand you do not, but you have your advance 
planning funds that you have been obligating. How many jobs are 
actually under construction where you put a little advance planning 
into them? 

Mr. Sewarp. I do not have that figure. 


MAINTENANCE OF AUTOMOBILES 


Mr. Tuomas. What do those 80 automobiles cost you to operate 
4 and maintain for gasoline and oil? 

Mr. Sewarp. I cannot give you that figure. 

Mr. Tuomas. It is about $50 a car per month; is it not? That is 
~— $40,000 a year there. Where are those funds set out in the 

udget? 

Mr. Sewarp. That is in the travel item. 

Mr. Tuomas. No; that won’t be under “‘Travel.’”’ That would be 
in operation and maintenance. 

Mr. Sewarp. I beg your pardon. It is under “travel.” I can 
point it out to you. 
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your budget here. 


COST OF PERSONAL SERVICES 


FEDERAL NaTIoNAL MortTGaGE ASSOCIATION 


Mr. Tuomas. Now we have left FNMA. That is a separate and 
distinct program set up in the Administrator’s office, and it is under 


We will insert page 128 of the justifications in the record at this 


point. 
(The matter above referred to is as follows:) 


Distribution of costs of personal services 





















































Fiscal year 1951 Fiseal year 1952 

Ee + oer ae 

i Man-years Amount Man-years Amount 

aes Pecos 
CENTRAL OFFICE OPERATIONS 

Office of the President_.............-.-.-.---- 4.0 $30, 000 4.0 $29, 000 
Loan Administration Branch. --.......__- cel 7.8 49, 460 7.2 45, 200 
Office of the General Counsel ---___._.....---- } 10.0 60, 750 10.0 59, 600 
; Office of the Secretary_.........---- enue 15.6 60, 100 14.0 55. 000 
: Office of the Treasurer... ..........-.--- cal 5.2 30, 940 5.2 29, 800 
: Audit Branch ; -| 29.4 175, 100 17.3 108, 355 
; Budget Br a NE a 4.0 24, 510 4.0 24, 900 
H Office of the Controlle BF eh? | 28.8 150, 000 28.0 144, 800 
: Personnel Branch............-- : cal 9.4 44, 900 9.2 43, 200 
' NEE REE ETE, oe ETE COREE 4. 2 id _ 625, 760 98.9 | 539, 855 
‘ FIELD OFFICE OPERATIONS Pra ee Nae ae ee eee 33 ary 
: te ea ebe 156. 2 558, 800 107.6 374, 800 
Baoes Bammisistration..... . . 05... .2. 2225.58 | 95.9 486, 400 79.5 381, 900 
NN Fi iS a ete cmb aiecinaboinclon | 25.9 133, 900 25.4 | 130, 500 
| ees 536. 1 | 1, 953, 040 449.6 1, 585, 445 
Off-continent (Puerto Rico) -. 3. 0 21,8 800 3.0 21, 500 
WINN gat sles ee ‘817. 1 ia 3, 153, 9 940 o| 665.1 | 2, 494, 145 
Totals......... Rs LR I: 931.3 | "3. 779, 700 | 764.0| 3,034,000 





Mr. THomas. 
764 man-years for 1952 
1951 and 98.9 for 1952 


This shows a total for 1951 of 931 man-years and 
The central office has 114 man-years for 


Mr. Puiuurres. What does that make the workload of the people? 


How much of a load do they inherit from RFC? 
Mr. ANDREWS. 
office? 


Mr. BAUGHMAN. 


What did you inherit from the RCF in the central 


There again that operation was incorporated 


with their own, and they were only charging on a percentage basis 
for the FNMA portion, and it was necessary that we establish our 


own set-up of personnel. 
Mr. Anprews. In total, 


that right? 
Mr. ‘BAUGHMAN. That is correct. 
Mr. ANpREws. How many employees is that? 
Mr. BauGcuman. It would vary. 





in the field and central office, you had 
931.3 man- years in 1951 and are requesting 764 in fiscal 1952. 


Is 


We expect to reduce our employees 
during the year. I imagine we will start the year at about 800. 
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TRANSFER OF EMPLOYEES FROM RFC 






Mr. ANpREws. How many man-years did you inherit from RFC? 
Mr. BauGcuMan. We cannot tell, because they were charging 
FNMA for their portion on a pro rata or percentage basis of the 
entire personnel cost. During each month they would pro rate their 
expense, and we never had any basis for judging what the actual cost 
4 was except on that pro rata basis. 
ag Mr. Anprews. Is this the first year FNMA has had a separate 
> budget? 
Mr. BaucuMan. That is correct. 
4 Mr. Fotey. This came over to us in September. 
a Mr. Anprews. From where did you get these employees? 
% Mr. Fo.try. They were transferred, but we had to figure out the 
number that were giving their major time to it. 

z Mr. Anprews. Cannot you tell us how many employees were 
x transferred from RFC on FNM A? 

Mr. Baueuman. From RFC we transferred actually, physically, 
about 914 people. 

Mr. Puiturs. That is not only FNMA; that includes the other 
things they got from RFC. 

Mr. ANpREws. What we want to know is how many you got from 
RFC just for FNMA. 
s Mr. Baueuman. Altogether we got 914. 
a Mr. Frantz. That does not include the total personal-services cost 
| at that time. 
Mr. Baucuman. That is right. 


eee ree 





Mr. Puiturres. The 914 figure apparently compares with the 1,045. 
; Mr. Baveuman. That is right. They were using over 1,000. 
) 3 Mr. Puituips. That is, you have increased your personnel by 131 
5 in a year. 
) 3 Mr. Frantz. What is the 1,045 figure you have, Mr. Phillips? 
: 5 Mr. Puixurps. I added the 914 and the 131 together. That com- 
* pares with the 931 you have now and the 764 you are requesting in 
1 4 1952. You have increased it 17 over those you got from RFC. 
r % Mr. Franrz. It does not compare in that way, for this reason: At 
the time we took over the operation, a good deal of it had to be left 
? . in the RFC offices, for which we reimbursed them. So those people 
> are not counted in the 914 we actually took over initially. Much of 
l - _ that operation has since been taken over. 
: Mr. Puiuires, But not all of it? 
1 ‘“ Mr. Fotry. Another point: We took only those who could be 
S ' identified as having spent the major portion of their time on FNMA 
r > work. 
2 Mr. BaucuMan. That is quite correct. 
d 4 Mr. Foxrey. In the transfer of persons, not all who had done some 
s » work on the FNMA program were transferred. 


Mr. BavucuMan. That is absolutely correct. 

: Mr. Fo.ry. There was an allocation of their time, and where they 
> gave only a minor part of their time to it, they were not transferred; 

‘S ' soit is hard to make a comparison of the man-years they were devoting 

to it. 
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Mr. Puiuurps. I would be interested to know why the whole job 
has not been transferred to you from RFC under the terms of the act. 

Mr. Founy. It was transferred, but we have left some of it with 
a in various offices on a reimbursable basis. They are doing it 
or us. 

Mr. Baveuman. That is correct. 

Mr. Frantz. That is a temporary arrangement. 

Mr. BaucuMan. Yes; pending consolidation. If I may make my- 
self clear, for the 6 months ending August 31, 1950, we looked over 
the records in an attempt to see what the costs were of operating 
FNMA for those 6 months, and we found they were operating on a 
basis of $5.6 million annually, but for those 6 months they were 
operating on a basis of $2.8 million for administrative expense for 6 
months. 

The reason we did not get all of the employees is that they were 
used on a part-time basis and, at the time of transfer, of course, they 

ave us the people we thought we needed. We tried to get down as 
ow as we could, and they gave us just the people we needed, and 
there were a lot of vacant positions—a lot of people who did not come 
over who should have come over, or who had resigned and left. But 
they were operating, probably, at a rate of at least 1,000 man-years 
or over for the $2.8 million. 

It is hard to understand because it was just a percentage part of 
their operation. That is the way they handled it—as an operating 
function on that basis. 

Mr. Foury. They had no seprately identified organization for that 
purpose. 

Mr. Tuomas. What did you tell us the number was that you ac- 
quired on FNMA? 

Mr. AnpreEws. Nine hundred and fourteen. 

Mr. Tuomas. That is in the field and central office? 

Mr. Foury. That is correct. 

Mr. Tuomas. You have reduced that to 764 for 1952? 

Mr. Fo.ry. That is correct. 

Mr. Tomas. You have consolidated how many offices? How 
many field offices did you have? 

* Mr. Fotrey. There were 31 under the RFC, which was reduced by 
9 at the time of transfer, and we are now down to 12 and propose to 
make a further reduction to about 8 or 9. 


DECREASE IN PERSONAL SERVICES, 1952 


Mr. Tuomas. We will insert in the record at this point page 129 of 
the justifications. 
(The matter above referred to is as follows:) 


01 Personal services 





Man-years| Amount 





Se, SONNE OR SD on ooo. occ ice nond cchakpceankdaeebehapapieneetoaaaasall 931.3 | $3,779, 700 
PRUNES, TONE YORE TOGR ihn bcc ewinwtnscddeisnnbotcidenacechsaccnnbasddanenses 764.0 3, 034, 000 
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The reduction of 167.3 man-years shown in fiscal year 1952 is based on the de- 
velopment of our program as previously outlined. The reduction in staff con- 
templates the consolidation and closing of certain of the field offices, a decrease in 
the mortgage portfolio maintained, and the centralization in Washington of cer- 
tain of the administrative functions now performed in field offices. Of the reduc- 
tion in man-years, 15.3 are made from the Washington staff and 152.0 from the 
field staff. 

The areas of reduction are reflected in the tables set out in each of the appli- 
cable narratives which follow. 


DEPARTMENTAL 


The activities of the Washington or departmental staff, are composed of both 
rogram and administrative groups and are carried out under,the direction of the 
-resident. The organizational divisions and a table showing man-year require- 

ments for fiscal years 1951 and 1952 follow: 




















Decrease 

1951 1952 ee 

Departmental man-years | man-years wo” ay 
ene pd aaaphibeweuaiontencend 4.0 2X See a 
Loan Administration Branch..................-....-......2..22--2- 7.8 7.2 0.6 
Omien oF tne (remeres Cotmeel. .. 8. one eeeee 10.0 > oe 
ao os Picea nedandindaduwuesnsncesens 15.6 14.0 1.6 
a. oe i emdneupadnbendsersucase 5.2 Ge acces ekn ois 
A re Ble coabnigndnpenptbdeicimectancecscoléccese 29.4 17.3 12.1 
idle ds caehdnknesvcbedcaeedheidnatanccekécostns 4.0 Onn daca ce 
SSIS ESAS aN 28.8 28.0 8 
pe RS ee SER Fcc a A he pap ee 9.4 9.2 2 
Total departmental man-years................--..-...-.---.-- 114.2 98.9 15.3 
Total departmental salary costs...................---..------------- $625, 760 $539, 855 $85, 905 





The Office of the President serves as the focal and directive point of the associa- 
tion’s |policy, programing and: administration within the policies established by 
the Administrator and the Board of Directors. 


WORKLOAD 


Mr. Tuomas. You have some very good charts in your justifications 
showing the workload. It shows the purchases for 1950—this is in 
millions of dollars? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. That is $946 million; in 1951 it is $770 million; and 
in 1952, $175 million. 

Which is the biggest part of your workload; purchasing, servicing, 
or selling? You really have shree big operations there; have you not? 

Mr. Foury. That is right. 

Mr. Tuomas. Which one is the biggest part of your workload? 

Mr. Foury. I suppose the main one is purchasing. 

Mr. BaucuMan. That is the largest percentage. The biggest job is 
keeping accounts and keeping records. The purchasing function 
would be the biggest one. 

Mr. Tuomas. We are delighted to have our old friend over here with 
us who is well and favorably known to the committee. He wound 
up the HOLC after laboring with it a long time and really came out 
without its costing the taxpayers one red 5 cents. On the contrary, 
he showed a profit of $13 million, I think. I think J. Stanley Baugh- 
man deserves to be complimented. 


Mr. Fo.ey. We ourselves feel we are fortunate to have him to put 
on FNMA. 
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Mr. Tuomas. He wound that up with the praise of the taxpayers 
and the people of the United States. 
You did a fine job. 


ESTIMATES OF MORTGAGES, 1950-52 


This table of repayments and other credits and mortgages held at 
end of fiscal year is very interesting. You have $1,055,600,000 of 
mortgages in 1950, and in 1951 it is $1,260,000,000. is that correct? 

Mr. Foury. Yes. 

Mr. Tuomas. And in 1952 you estimate $748 million. That means 
you are really going to get out and do some selling. 

Mr. Fo.ry. We estimate we will be able to reduce to that amount 
by the end of 1952. 

Mr. Tuomas. Under the balance of purchase authority at end of 
fiscal year, in 1950 you had remaining unused purchasing authority 
of $593,900,000; at the end of 1951, $1,490,000,000; and at the end of 
1952 you have $2,002,000,000. Is that right? 

Mr. Foury. That is the amount we estimate for 1952. There are 
two reasons for that-——— 


INCOME,1950—52 


Mr. Tuomas. I do not quite understand these items. Under 
“Income” you had $41,661,085 for 1950, $51,403,200 for 1951, and 
$43,579,000 for 1952. The expenses for those years, respectively, 
1950, 1951, and 1952, are $24,198,545, $31,498,850, and $26,648,100; 
and the net income for those three fiscal years respectively is $17 ,462,- 
540, $19,904,350, and $16,930,900. Then you have a note down 
here “Includes administrative expenses.” 

Mr. Foiry. That is included in the “Expense’’ line. 


DISPOSAL OF NET INCOME 


Mr. Tuomas. What becomes of that net income? Is that covered 
into the Treasury, or does it go back in the revolving fund? 

Mr. Frantz. That is used to pay our indebtedness to the Treasury, 
which is the source of the capital used in purchasing mortgages. 
That goes back to the Treasury. 

Mr. Tromas. Do you have any nonadministrative expenses? 

Mr. Baucuman. Yes. We have two items on that. 


BREAKDOWN OF EXPENSES, 1952 


Mr. Tuomas. You have administrative expenses of $3,758,000 and 
total expenses of $26,648,000. That makes your nonadministrative 
expenses roughly $22 million. 

Mr. Bavueuman. It is chiefly interest on borrowings from the Treas- 
ury. We borrow all this money. 

Mr. Tuomas. That is understandable. What else is there? 

Mr. Baucuman. Then we have servicing costs for mortgagees that 
service our mortgages. We pay one-half of 1 percent. for servicing. 

sage Tuomas. What goes to make up that servicing fee; what do 
they do? 
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Mr. BauGHMAN. They are supposed to collect money, service the 
delinquencies, and remit the proceeds to us and also pay “the taxes and 
insurance amounts on each of our loans. 

Mr. Tuomas. In other words, you make a contract with a rental 
agency to collect your rents? 

“Mr. Fouey. What it amounts to is exactly the same as a mortgagee 
would be doing if he kept the mortgage. 

Mr. Tuomas. Break down that $26 million. There are no words 
in the justifications on it. In the future we will expect that item of 
‘‘Nonadministrative expenses” to be fully broken down in detail and 
justified in the hearing. 

Mr. Franvz. It is broken down in the financial statement in the 
printed budget, in statement B, which shows the expenses of FNMA. 
(The breakdow n is as follows 4 


x iisce 2s _ 2) SE A0e 
Adminisimstive e expenses cee 


ie abs ate ac eo SES 





Wee tee evar Poerames nk SS ee ec kk 5, 020, 000 
a at a 5, 000 
Pa er eS a P ...-----. 26, 985, 800 


Mr. Tuomas. What about your other ‘dhienst You have reduced 
those. You have done pretty well here, Mr. Foley, and we want to 
compliment you, but your workload is going to fall off tremendously, 
it looks like, by your consolidations. 

How much further can you reduce FNMA and not cripple this 
operation? 

Mr. Fouery. If I had to give you an offhand answer on that now, I 
would say no further, because we tried to make it just as conservative 
as we could. You realize, I am sure, we have to make estimates as 
to the amount of reduction of our workload. That is the objective we 
are aiming at. 

Mr. Tuomas. I think you have done a fine job, just like you always 
do in everything you touch, and we hope you keep it up. 

Mr. Forey. Thank you. 


Stum CLEARANCE AND URBAN REDEVELOPMENT PROGRAM 
SLUM CLEARANCE IN CHICAGO 


Mr. Yates. What plans are pending with respect to the slum- 
clearance program in the city of Chicago? 

Mr. Fo.tey. We have projects under consideration there and, if 
you will permit me, I would like Mr. Keith to give it to you exactly. 

Mr. Keirn. They are discussing two projects in Chicago. One 
is the so-called New York Life Insurance project on the south side 
of Chicago, involving an area of about 100 acres, to be redeveloped 
for rental housing primarily by the New York Life Insurance Co. 
That project is substantially ready for a Federal contract of capital- 
grant assistance. One large question remaining to be resolved is 
centered around the relocation problem in that area and the prepara- 
tion of a relocation plan that will meet the requirements of the Federal 
statute. 
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Mr. Yates. In the event those problems are resolved, will the 
insurance company be able to go ahead and build in view of the re- 
striction of materials? 

Mr. Kerrn. The insurance company, as I understand it, has placed 
its contracts for the preparation of the detailed plans and specifica- 
tions and is proceeding, [ think, on the assumption that they will be 
able to go ahead with the construction. It is estimated that it will 
probably be toward the end of this year before the site can be turned 
over or a sufficient part of the site can be turned over to the New 
York Life. 

Mr. Yates. How many units are involved in that? 

Mr. Kerru. Their plan calls for the construction of approximately 
1,450 dwelling units—about 1,200 in two tall buildings and the 
balance of them row houses and walk-up apartments. 

Chicago is also dealing with us on one of the proposed so-called 
predominantly open land projects, on one of the typical bad sub- 
divisions in the outer limits of Chicago. They are planning to buy 
up one of these areas and make it available for private residential 
construction. 

Mr. Yates. I know the city is holding up the site acquisition 
penne a decision of the Illinois Supreme Court. Has that decision 
come through yet? 

Mr. Kerrn. No. They are planning to institute their court test 
on that matter as soon as the city council officially approves the 
redevelopment plan for that partiotar area, 

Mr. Yates. Is your Chicago experience at all indicative of the 
remainder of your program throughout the country, or are you more 
advanced in other sections of the country? 

Mr. Kerru. I would say Chicago is as far along as any city, because 
they did start using local funds provided by a local bond issue, and 
they did start the actual land acquisition by the use of local funds. 
They are ready with rather substantial plans for that project and 
were well under way with their plans at the time the Federal act was 
passed. On the other hand, there is a substantial number of other 
localities which are well advanced in their plans for specific projects 
and have intimated to us they would be applying for loan-grant con- 
tracts—as distinguished from a planning operation—in the next few 
months; notably New York City, Philadelphia, Baltimore, Norfolk, 
Nashville, San Francisco, Los Angeles, Detroit, St. Paul, and St. Louis. 


CONSTRUCTION PERMITTED BY NPA 


Mr. Yates. Has your Agency received any indication at all as to 
what construction work will be permitted to go ahead from the NPA 
or other agencies of the Government? 

Mr. Fo.ey. Except with respect to certain types of commercial 
construction, there has been no limitation order on construction in 

eneral. Whether one will develop remains to be seen. For instance, 
if the area was to be developed for housing—as perhaps the most of 
them will be predominantly for housing—there is no limitation order 
presently that would prevent building. 

Mr. Yates. Is any in contemplation? ; 

Mr. Fo.tey. None that I am presently advised of, except as those 
things may be studied against possible future contingencies, to meet 
any kind of situation that may arise. 
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I have discussed the matter I might say—as a matter of fact, I think 
it is important to say—that I have been appointed as a member of the 
executive staff of the Office of Defense Mobilization by Mr. Wilson, 
who recognizes the importance of the housing and community facili- 
ties situation with respect to defense. So the housing problem is being 
taken into consideration at the time of the beginning of the shaping of 
policy. That is the purpose of it. 

We work very closely with NPA and the other defense agencies, and 
up to this time there is no indication of what would amount to a freeze, 
a prohibition order, in contemplation as a necessity. 


PROGRESS OF SLUM CLEARANCE PROJECTS 


Mr. Yates. How close to completion are your slum-clearance proj- 
ects? Would you say they are well along, partially along, or is there 
a possibility of clearing up any substantial percentage of them within 
the next year or 2 years? 

Mr. Kerru. I would say as of this moment that the most advanced 
cities are at the point of completing their plans for the projects they 
plan to go ahead on. I would say the most of them would not begin 
to enter the land acquisition stage until the latter months of this 
calendar year and the early months of 1952. 

At the present time we have 93 cities that are working on plans for 
particular projects, either under advances of funds made by us or on 
their own financing. By and large, those are the cities we anticipate 
will be coming up with specific project proposals during the balance of 
this fiscal year and during the fiscal year 1952. 

Mr. Yarrs. When you say “specific project proposals,’ does that 
mean there has been any commitment either by private or public 
corporations to do some building on them? 

Mr. Kerru. In most cases the localities secure such a commitment 
in advance of seeking a loan-grant contract with us. It is not required 
that they do so, so far as the Federal program is concerned, provided 
they can give an adequate showing that there will be a market for the 
land for the new uses called for in the redevelopment plan. 

For example, in the case of New York City, they are completing 
plans for eight projects. They have indicated to us they plan to come 
in with a loan and grant request on four of those projects when they 
have secured commitments from redevelopers to carry out the actual 
new construction. 

Mr. Yares. So that this program really is moving ahead, then? 

Mr. Kerru. That is correct. 


Hovusine Researcnu PROGRAM 
SELECTION OF COLLEGES FOR PROJECTS 


Mr. Yates. Mr. Foley, in connection with your housing research 
program and the list of projects you have furnished, how do you deter- 
mine which colleges do what projects? 

Mr. Fo.tey. Generally speaking, it is possible to determine from 
the equipment they have, laboratories or other things. I think it 
would be better if I asked Dr. Ratcliff to give that to you exactly. 

Mr. Rarciirr. There are two ways of finding out. In some cases 
our staff develops ideas on things that should be done, and we seek 
out the best facilities in the country to do them. 
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Mr. Yates. When you say you “seek out,’’ how do you go about 
seeking them out; how do you determine who has the best facilities? 

Mr. Rarcuirr. We have a staff of technicians who are fairly well 
familiar with what goes on around the country. We also use freely 
advisory committees of industry people and people in scientific 
research work; so that we have a pretty good idea of what goes on. 
We went, for example, to the University of Illinois for some plumbing 
research, because one man there in the engineering school is one of 
the leaders in the country. We also went there with another project 
for the Small Homes Council, which is doing remarkably good work 
in the housing field. 


DETERMINATION OF COLLEGE-RESEARCH COSTS 


Mr. Yates. How do you work out the cost? 

Mr. Ratcuirr. The cost is on a reimbursable basis, so that our 
contract amount is an estimated amount for direct costs plus an 
allowance for institutional overhead. 

Mr. Yates. You mean cost plus a fixed fee? 

Mr. Ratcuirr. The universities call it overhead. 

Mr. Frantz. The contract calls for the submission of detailed 
supporting statements of actual cost as a basis for reimbursement. 
As a matter of fact, Dr. Ratcliff’s staff goes over the estimate before- 
hand to determine for the type of project what the costs are likely 
to be. 

Mr. Rarcuirr. Yes. That is a top figure—a maximum—and if the 
cost is less than that, of course, we pay less. But we have a pretty 
good idea of what the requirements will be in most cases. 

Mr. Yates. Do you do any shopping among the universities to see 
who might do the job as well for a lesser amount? 

Mr. Rarcuirr. Very little, as a matter of fact, because we believe 
the research ability of the individual research worker is the best 
guarantee we have of results. It is hardly possible to measure 
exactly in dollars the product that will come out of it. We are buying 
brains, really. 

We have some projects that we discussed with Louis Wirth in the 
social science field, 

Mr. Yates. He has been doing quite an extensive sociological job. 


A.LasKA Hovusinc PRoGRAM 
REDUCTION OF CONSTRUCTION COSTS 


Is there any way the construction costs in Alaska can be reduced? 

Mr. Fotry. Well, it is a result devoutly to be hoped for, although, 
like everywhere else, of course, they seem to be going up. Generally 
speaking, I think our activities up there are having the effect of moving 
toward lower costs in this sense: there never has been a building 
industry up there, and one of the objectives set forth in the legislative 
history of the Alaska Housing Act was to assist in developing such an 
industry. -I think, Mr. Yates, that perhaps even the Army is finding 
because of the interest we have developed through our operations 
there, that they are getting better bids. 

Mr. Yates. Must most of the building material be imported from 
this country? 
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Mr. Fotey. The most of it; yes, sir. 

Mr. Yates. Is there any possibility of developing a building- 
materials market up there? 

Mr. Fotey. That is one of the things under study. I do not know 
how much to hope for from it. 

Mr. Yates. Under study by your agency? 

Mr. Foury. Yes, sir. 

Mr. Yates. Is the Department of the Interior doing any work on it? 

Mr. Foury. I believe they are. I do not know to what extent. 
That is not a formalized project with us as yet, but that is one of the 
things you contemplate for Alaska; is it not, Dr. Ratcliff? 

Mr. Rarcurrr. There are two things we have discussed, and one 
we have moved on. One is that the University of Alaska has some 
research facilities. We are trying to work out an arrangement to put 
them to work on their own problems. The second thing is an explora- 
tion into the possibility of developing techniques for self-help housing, 
for people to build their own houses in that area. We are developing 
with the University of Minnesota an arrangement for that purpose. 


LOANS FOR PREFABRICATED HovsING 


APPRAISAL OF LOANS FOR PREFABRICATED HOUSING 


Mr. Yates. In connection with prefabricated housing, has there 
been any appraisal of the loans taken over, apart from what Mr. Morse 
has developed? 

Mr. Fotry. Yes. I think the answer to that is in the affirmative. 

Mr. Morse. We work and must work very closely with these loans. 
We reviewed the situation last about the middle of this month, when 
we made a report to Mr. Foley showing there were five real problem 
loans, including one grouping 99 cases as one loan. The remaining 
loans, barring unforeseen difficulties, we hope will work out. It is 
going to be hard for us to keep them current, but we think we will be 
able to do it. 

Mr. Yates. What percentage of the loans are good; what percentage 
are doubtful; and what percentage are in default? Will that appear 
in the list you are going to insert? 

Mr. Fotey. Yes; that will appear in that list. 

Mr. Frantz. I might add this one statement, that we have estab- 
lished on the books reserves for losses of a little less than $8 million, 
based on an appraisal of the condition of the loans at the time of 
transfer to us, 


AMOUNT OF OUTSTANDING LOANS 


Mr. Yares. What is the total amount of loans? 

Mr. Frantz. The total amount of outstanding loans—the balance 
was $20 million plus as of September 7 and is $22 million as of Febru- 
ary 8. 

DEFAULT ON LOANS 


Mr. Fotry. That reserve largely represents two loans. 

Mr. Yates. What do you do in cases of default—file suit? 

Mr. Morsr. We try to work them out, if we can, by a reorganiza- 
tion or by making suggestions under which the existing management 
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can work it out. If they cannot, we try to induce them to make such 
changes as they and we agree would be helpful. 

Mr. Yates. Do you ever accept less than the face amount of the 
mortgage if it is in default? 

Mr. Morse. We have not so far. 

Mr. Yates. In other words, you do not settle—suppose an outside 
purchaser wants to come in and buy a mortgage for less than the face 
value. You have not had occasion yet to accept such an offer? 

Mr. Morse. No, sir. 

Mr. Fo.ey. Not up to now; no, sir. You realize we have had this 
but a few months, and have been trying to develop the organization 
procedure and policy. 

. Mr. Yatrs. What happens to your good loans; do you keep them, 
or do you try to sell them, or what do you do? 

Mr. Morse. We do all we can to encourage them to obtain their 
financing, or any additional financing they need, from banks. In that 
connection, we have run into two general problems that face the entire 
industry. One is that primarily they are in areas where banking 
facilities are somewhat limited, and these prefabricated house manu- 
facturers have as accounts receivable, mortgage notes which turn them 
twice a year or perhaps three times a year. The amount of money 
required to finance receivables of that kind is out of proportion to the 
average. That is one reason why prefabricated house manufacturers 
require help. Even the most successful ones have had help from the 
Government at various times. 

Mr. Yates. Do you ever sell mortgages to outside buyers, or are 
you required by law to keep them? 


Mr. Morse. No. We have mortgages only as security to our loans, 


and it is an interim arrangement. We have not provided funds for 
carrying the mortgage over a period of years. It is up to the com- 
pany to turn them over and get permanent financing. That in itself 
is slow. It turns somewhere around two times a year for the com- 
panies, and if they are doing $20 million worth of business a year, 
which some of them do, it means they have $10 million tied up in 
that type of receivables at all times. 


Hovustnc ResearcH PROGRAM 


Mr. Yates. Are there any cases of applied research other than this 
prefabricated housing project? Do you have any other types of con- 
struction or do you encourage other types of construction like you do 
in the field of prefabrication? 

Mr. Morse. Yes. Under section 102 of the Housing Act of 1948, 
we are authorized to make loans to manufacturers of prefabricated 
houses and for large-scale, modernized site construction. You may 
be familiar with one in South Chicago. 

Mr. Yatrs. Which one is that? 

Mr. Morse. Park Forest. They are doing an excellent job there. 


Bupcet Estimate SupMirreD To BuREAU OF THE BupGrET 


Mr. Puri.uips. You are asking for an administrative total of 
$4,330,000 compared to $4,200,000 last year. For how much did 
you ask the Bureau of the Budget? 

Mr. Frantz. A little more than $7,200,000. 
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Mr. Puuturrs. When the Bureau of the Budget cut you $2.9 
million or whatever it was, did they indicate where the difference was 
to be taken out? 

Mr. Frantz. They made no specification; no, sir. 

Mr. Puituips. They just gave you a general flat cut of that amount? 

Mr. Frantz. Yes, sir. 

Mr. Founy. As you know, of course, these budget estimates are 
presented very early. The original presentation to the Bureau of the 
Budget was so soon after the Korean situation that the full scope of 
the defense picture was not then known. Had we been able to present 
ours at a later date, we would have requested less, because we would 
have known better how we would be required to cut back in adjust- 
ment to a defense budget. 

Mr. Puiturps. Were any of your funds impounded under 1214? 

Mr. Fouey. The $15 million we spoke of in contracts authorization 
for advance planning and an additional $400,000. 

Mr. Frantz. $400,000 of appropriated funds. 

Mr. Fouey. Of which $100,000 is in the Office of the Administrator. 

Mr. Puriuips. That $100,000 is included in the $400,000? 

Mr. Frantz. That is right. 

Mr. Fotey. It is part of the $400,000; yes. 


Hovsine Researcu PROGRAM 


CONSTRUCTION COST INDEX 





Mr. Purtuips. I recall last year you asked for $100,000 to do some 
work on the construction-cost index. It may have been testified to 
today, and I may have missed it. 

Mr. Foury. That was one of the research projects; was it not, Dr. 
Ratcliff? 

Mr. Ratcuirr. That is right. 

Mr. Puiuures. How much of that $100,000 was spent? 

Mr. Ratcuirr. We have spent very little of it for that purpose. 
We have worked during the year on the problem, which is one of the 
Nei Ati technical problems we have, and we are at the point now of 

aving 

Mr. Puriurps. You mean you still have $100,000 untouched? 

Mr. Rarcuirr. Our allocations were not specifically tied to the 
individual projects. That was among the plans we had. 

Mr. Puiturps. You mean you spent the money for something else? 

Mr. Ratcuirr. We spent it for something we needed. 

Mr. Fotry. In the first place, we did not get the amount we 
requested. 

We had to cut somewhere. 





INDICES DEVELOPED BY GOVERNMENT AGENCIES 


Mr. Puituips. What interested me last year and interests me again 
now is the fact that other indices are developed both by business 
groups and Government agencies. Why are you asking to spend 
$100,000 on a Government index? For example, I did not have time 
to check into it, but I think the Department of Commerce has an 
index which would be pretty nearly a duplicate of the one you ask for. 


960 


Mr. Rarcuirr. We are familiar with those, and we have analyzed 
them. I can go into that if you care to have me do so. The Depart- 
ment of Commerce and the Bureau of Labor Statistics publish cost 
information. They are only materials prices. 

Mr. Puruurps. I would like to save your time now by asking you 
to make up a statement for the record as to how many indices of a 
similar nature are published, and by whom they are published, and 
what is the essential difference between that which you indicate the 
Department of Commerce would want and what you are proposing 
to spend money on. 


Mr. Rarcuirr. I should have said on that that we have made a 
study which we can brief for the record. 

Mr. Puiuurpes. How long is it? 

Mr. Rarcuirr. We can boil it down to a couple of pages. 


Mr. Puixures. Boil it down more than you have boiled down your 
budget. 


(The matter referred to is as follows:) 


STATEMENT ON RESEARCH INTO HovusinGc Cost ANALYSIS AND THE DEVELOPMENT 
or Hovusine Cost INDEXES 


No segment of the housing problem is more in need of a concentrated joint 
Government-industry attack than the problem of high housing costs, yet the data 
needed to break down the cost problem in terms of specific elements have not been 
available. This lack has been pointed out repeatedly by both private and public 
investigations of housing and received specific mention in the recommendations 
of the Joint Congressional Committee on the Economie Report. 

Accordingly the HHFA Division of Housing Research has begun a program 
which has for its purpose the development of simplified and standardized cost 
concepts, accounting methods, definitions of terms, and groupings of cost items, 
which will be accorded general acceptance and use by the home building industry. 

Among the contract research activities now under way in this field are (1) the 
preparation of a standardized cost-accounting system including manuals, forms, 
and instructions which will enable the builders to use the system in maintaining a 
method of cost control in all stages of house building and to help identify areas of 
possible cost reduction; (2) a study of marketing functions in building-materials 
distribution to ascertain the costs of marketing the more important building 
materials under various circumstances and to learn the relationship of these costs 
to the total construction cost of a house, and (3) the collection and analysis of the 
actual prices charged builders by dealers in building materials in selected cities in 
order to detect at the local level the changes in these prices. 

‘These studies are necessary to provide a basis for the development of a reliable 
construction-cost index. 

At the present time one of the most conspicuous gaps is the lack of any really 
satisfactory measures of residential construction costs. Of the approximately 20 
construction-cost indexes which are published regularly, only two relate specifically 
to residential construction, which may differ markedly at times from other typ>°s 
of construction. These are the Boeckh index of construction, and the real-estate 
analyst index of variation in the cost cf a six-roeom house in St. Louis, Mo. One 
other index frequently used in residential cost determination work is that of the 
American Appraisal Co., although this index was not specifically directed toward 
the residential field. 

To a greater or less degree all cf these indexes fall short of the mark because of 
their inability to make adequate adjustment for variations in Labor efficiency and 
for deviation in actual building prices for materials above or below the published 
list prices. 


ROECKH INDEX OF CONSTRUCTION COSTS 


The only construction-cost index which specifically measures changes in the 
cost of building cifferent types of residential structures (single-family residences, 
apartments) by basic types of materials (frame, brick, brick and wood, etc.) is 


that produced by E. H. Boeckh and Associates, Cincinnati, Ohio. This monthly 
index covers about 40 urban areas, and in this respect suffers from limitation of 
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coverage to be effectively: used either as a national average or for regional pur- 
poses. Soliciting of materials-cost quotations by mail (in contrast to personal 
contact) and use of prevailing wage rates (in contrast to actual on-site labor costs) 
may account for the lack of sensitivity of this index in certain areas. Chief 
criticism of the index, however, seems to rest on the fact that it is based on build- 
ing components and wage rates weighted by their relative importance in the base 
year of 1928, thus making no allowance for qualitative change in construction 
since that date, nor in the productivity of labor or the prevalence of overtime 


ay. 

The Boeckh index is designed specifically for use in appraisal purposes in con- 
nection with the Boeckh Manual of Appraisal. This manual sets forth a general 
procedure for appraising buildings in terms of reproduction cost and the current 
value of the property. The manual gives cubic-foot costs for houses of varying 
square-foot areas for five basic side-wall construction types. ‘ Qualitative factors 
for deviations from the standard house design are also given. 

The construction costs arrived at by the use of the base data in the manual of 
appraisal is then adjusted to current levels by applying the percentage change in 
the appropriate Boeckh index since the base period. The net effect is to give 
reproduction cost less depreciation and obsolescence on the bases of local prices 
at the time the appraisal is made. 


REAL-ESTATE ANALYST COST INDEX 


Another index sometimes used in appraisal work is the Real Estate Analyst 
index of variations in the cost of constructing a six-room frame house in St. Louis, 
Mo. This index presents# considerable detail the labor and material cost for the 
major components which enter into a two-story frame constructed house in the 
St. Louis area. It is the claim of real-estate analysts that their index makes full 
allowance for changes in labor efficiency and for deviation above or below list 
prices for materials. Data on the method of calculating their component costs 
are not available to evaluate this claim. Even if their contention is correct, 
however, the index has a major shortcoming of being available for one city which 
is not necessarily the most representative city in the United States from a cost 
standpoint, 

AMERICAN APPRAISAL CO. INDEX 


The American Appraisal Co. construction-cost trend index is constructed by 
pricing up the cost of labor and materials required for buildings suitable for mis- 
cellaneous industrial purposes and reporting the four commoner types of con- 
struction; i. e., all-wood frame, brick-wood frame, brick-steel frame, and reen- 
forced concrete. In preparing its index the American Appraisal Co. selected four 
typical industrial buildings which actually had been constructed. The index 
covers the labor, material, contractor’s overhead and profit which enter into the 
construction portion of the building but excluding plumbing, heating, lighting, 
elevators, and fixtures. The index is computed monthly for 30 representative 
cities throughout the United States. In speaking of its index the American 
Appraisal Co. writes ‘‘The index figures are calculated on the basis of normal 
average material prices, average labor wages and the market conditions in the 
individual cities and does not reflect extremes such as prevailing prices and over- 
time wages for rush work during the boom periods or the extreme low of cut- 
throat practices during the depression periods.” 

That this index has been available since before the last war probably is one of 
the factors leading to its use in construction-cost determination work in the 
residential field where a long-term picture is needed. Because of the very nature 
of the prototype industrial buildings used in compiling this index, however, it 
can only be regarded as representative in the case of large multifamily residential 
structures. 


INCREASED REQUESTS FOR PERSONNEL, 1952 


Mr. Puiuuirs. Mr. Foley, again in last year’s request you justified 
added personnel and increased expenditures on the basis of increased 
housing activity. 

Now the war has intervened, which neither you nor the subcom- 
mittee anticipated at that time, but I have here, which I will now 
give to the reporter, for his convenience, and which I will now read 
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from, a memorandum on your personal services. In the office of the 
Administrator you asked for 476 people in 1950, for 841 in 1951, and 
you are asking for 763 in 1952, which is a 9-percent decrease for this 
year, but in my mind it is questionable whether that is an adequate 
decrease for the war conditions. 

In your immediate office you are up 17 percent. 

Mr. Fotey. Is that figure for the total activities? 

Mr. Puixuips. Well, examine this memorandum which I have just 
handed the reporter. 

Mr. Foury. Yes, sir. 

Mr. Puiuurps. In your office you have an increase of 17 percent, 
in the law office, you have an increase of 1 percent, in the Information 
Service there is no change, in housing research you are up 14 percent, 
in slum clearance you are up 17 percent, in loans for prefabricated 
housing there is no change. In community facilities you are down 46 
percent, and in general administration you are up 5 percent. Now the 
total of that might show a little better appearance when you break 
it down, because this committee asked other agencies of Government 
to absorb work for the coming year, and, if necessary, let go of, and 
suspend for the emergency, less urgent activities. I just point out to 
you those figures that are there. ° 

Mr. Foury. As a matter of fact, Congressman, I think actually the 
trouble you have gone to to break it down makes this somewhat 
more illuminating in support of our case than otherwise because 
it shows just where we have the increases we have been telling about, 
as well as where the reductions occur, because the situation called for 
more or less activity. 

As to those places where there is an increase shown by your careful 
breakdown I can, if you wish, take each one of them and show that it 
has not been possible to reduce the activity. 

Mr. Puruurps. Suppose you take your own office and tell me why 
you have to increase your own office by nine people, which is a 17- 
percent increase. Is that not your own office? 

Mr. Foxrry. The figure that you have on your first line is from 841 
to 763. 

Mr. Puruutps. No, the line right below that. 

Mr. Fotry. In the immediate office it shows a 17-percent increase. 

Mr. Puiturs. That is right. 

Mr. Foury. The immediate office now includes, for instance, the 
operation analysis staff. New activities are all down through there. 
For instance, the whole question of credit restrictions is handled there, 
and that is a new activity not contemplated in the budget in the past. 
It is presently being absorbed there. That and other activities added 
to the office add to the tasks involved in the Administrator’s immedi- 
ate office where supervision and coordination has to head up. That 
is the main reason for the increase from 53 to 62 that you have on 
your list, which is correct. 

Mr. Frantz. That is correct, although again, Mr. Phillips, those 
are man-years, not positions. Some of the increase is merely due to 
people being on the payroll for 12 months instead of 6 months or 4 
months. 

Mr. Puiturps. Then, as the chairman has already pointed out, my 
firures would be increased if you took it on the basis of positions. 
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Mr. Fotny. Yes; they would be increased; but actually the man- 
year basis is the most realistic basis. ; 
~ Mr. Frantz. If I may express it this way, the figures would be 
increased, but the increases would not be increased. 

Mr. Foury. I think the man-year way is the most realistic way to 
examine it. 

Mr. Puttuips. I am not going to ask you to repeat your testimony, 
because I have heard it, but when you ask to increase the number of 
people in slum clearance and urban development, it seems to me that 
could very well be a function in which you would not increase the 
number during the war period, and that the work would not neces- 
sarily cease, but that it would simply go back on the local authorities 
and losal agencies of government. My friend, Mr. Yates, down here 
will perhaps find in Cook County or the city of Chicago a situation 
where they might do some of this work which the Federal Govern- 
ment is being asked to do. 

Mr. Yates. We are up to our debt limit. 

Mr. Puitiuips. Your city is probably up to its debt limit, but not 
your county. 

(Discussion off the record.) 

Mr. Puriurpes. Now back on the record. The number in the Federal 
National Mortgage Association has decreased in both its items. 

The Federal Housing Administration, and you can see the figures 
there, has gone up approximately an average of 4 percent on all of 
their work, and this committee has to all the agencies appearing before 
us so far expressed the feeling that most of the ordinary increase 
should be absorbed by the present personnel. 


WORKWEEK OF HOUSING AGENCY 


How many hours do you work—not you personally, but your 
employees? 

Mr. Foury. I would be glad to tell you personally. 

Mr. Putures. I will match you on that. How many hours do 
your employees work, 40 hours a week? 

(Discussion off the record.) 

Mr. Fotrey. You mean, what are the regular hours of the office? 

Mr. Putuutps. Yes. 

Mr. Fotey. We work a 5-day week. 

Mr. Puiuurrs. I think this committee has felt that, if this is an 
emergency, as we are told by responsible authority that it is, then the 
agencies of Government that have any relation to the war are going 
to have to work longer hours to get the work out and that those that 
are not connected with the war can be of asisstance to some of the 
other agencies for the benefit of war activities. 

Mr. Foxery. I think, sir, in connection with that, that our staff 
would certainly be ready to do whatever their patriotic duty is in 
that respect. I believe, however, that it would be extremely difficult 
for the Housing Agency itself to set it up. I believe that a general 
program of expanded hours in the Government would be the best 
way to handle it, so that no one agency would find itself under the 
handicap of trying to hold staffs under more severe conditions than 
some others. 
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Mr. Firzparricx. It is also pretty fair to say that a substantial 
part of our staff is working a 7-day week now. 

Mr. Fo.ey. Certainly all of those whom I would call the responsible 
heads down to the second or third levels are putting in a tremendous 
amount of overtime, which is nonreimbursed as a rule. 


AVERAGE SALARIES OF HOUSING EMPLOYEES 


Mr. Puttuirs. Why do you have to pay higher salaries than other 
Government agencies? I have another sheet here that is on that. 

Mr. Fovry. In the Office of the Administrator? 

Mr. Puiuurps. All down the line. You do not discriminate be- 
tween your agencies on that point. 

I think your Budget officer will tell you that the general average 
of salaries in the Government is about $3,600. 

Mr. Eranvz. Yes; I think that would be about the average. 

Mr. Puituies. The Office of the Administrator has an average 
salary of $5,670. The Federal National Mortgage Association has an 
average salary of $3,970; Federal Housing, $4,200; the Public Housing 
Administration, $4,900; the Home Loan Bank Board, $5,330; the 
Federal Savings and Loan Insurance Corporation, $4,700; and the 
Home Owners’ Loan Corporation is going out of business. 

I will ask the reporter to put that whole memorandum in the record 
at this point. 

(The matter referred to is as follows: ) 


Personal services summary 


1950 1951 


Office of the Administra- 
PRCT ESS aS OES, 77 $4, 763, 000 (plus 74%) $4, 328,428 (minus 9°7) 
Average salary...........- » aa 5, 660 5, 670 
Federal National Mort- 
gaze Association -.__._.- 3, 779, 700 3, 034, 000 (minus 20%) 
Average salary 2 Neca at , 060 3, 970 
Federal Housing Adm 
istr ition 
Avera ‘te salary 
Publi: Housing Adminis- 
tration-_.- -| 9,713, 2 , 000 (plus 21%) 12, 820, 800 (plus 9%) 
Average salary .7 . 920 4, 980 
Home Loan Bank Board 23, 75: | 794 (minus 3%) 666,005 (minus 5%) 
Average salary _-__. ae 5, 100 5, 160 5, 330 
Federal Savings and Loan | 
Insurance Corporation _-| 354, 149 (plus 2%) 347,181 (minus 7%) 371, 300 
Average salary_____- iat , 720 4, 820 4, 950 
Home Owners Loan Cor- | 


poration | 99, 100 , 051, 550 (minus 30%) 
Average salary 3, 570 


, 200 (minus 1%) 4, 416, 700 (plus 4%) 
4,170 22 


ye »“e 











Mr. Puitures. You remember a couple of years ago one of these 
committees put a limitation of $4,000 average. There was con- 
siderable wailing and gnashing of teeth, but we did not find that there 
was any great damage done, except the budget officers being worked a 
little harder to figure up the averages. 

Mr. Foury. Part of the reason, at least, is the nature of the work 
done. The Office of the Administrator, as such, has very little of the 
type of work that calls for a large clerical staff that generally has a 
relatively low average pay, and which would, therefore, bring the 
average down. 

Mr. Puiuures. All chiefs and not many Indians. 
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Mr. Fotey. A great many specialists and a great many profes- 
sionals, such as in the Research Section. If we had a staff going out 
collecting data of the clerical type, of the questionnaire type, we prob- 
ably would have a staff that would have a lower average, but we do 
not have that. We do not maintain that kind of a staff, and we 


believe that it is more economical for us not to, but when we need that 


sort of thing to engage the services of organizations that do have 
such staffs. 


Hovusine Researcn PrRoGRAM 


Mr. Puiuurrs. Speaking of research, let me come back to my friend 
across the table. Can you make up for me a little list of all the 
research work in which your agency is engaged at the moment? 

Mr. Rarcuirr. I think it is in the justifications. There is a con- 
siderable amount of that material in there. 

Mr. Puiturrs. You wrote it in the justifications. My question is, 
Tow much of that is being done or can be done by private agencies or 
by universities without your supervision and help? 

Mr. Yates. That is on page 59. 

Mr. Putturps. Why could not that be a possible suspension in 
time of war? 

Mr. Foury. I would like to reply to that, sir, if I may, because that 
was one of the basic questions involved in the whole presentation of 
the research program to the Congress originally, and subsequently in 
our earlier appearances before this committee. The basic purpose is 
not to duplicate anything that is being done or can be properly done, 
somewhere else. One of the most difficult things in the picture is to 
find out what has been accomplished in the past, particularly in 
technical research, because so much has been done on a product basis, 
but the fruits of it have never been made available to the public. 

One of the projects we have—and I do not know how nearly com- 
pleted it is—is a project with the Building Research Advisory Board 
to make a survey of all private industrial research that is being done. 

Mr. Puiuurrs. You are doing that today? 

Mr. Fouey. It is being done, yes. 

Mr. Puriurps. Then you should not spend any money until they 
have concluded? 

Mr. Fotxy. Except where we have been able to identify in indi- 
vidual cases it is not being done, and is not available elsewhere. 
That is in general the course we have been following. But in this 
whole field, as the chairman has said, research must go on and on. 
As we find a need in the housing field which involves research, that is 
a need to which we should direct our attention. We have to ascer- 
tain, in the first place, precisely what we need to know and then pro- 
ceed to get that information—if it is available. If it is not available 
then we have to try to set up a project to obtain it. Necessarily that 
is an imperfect procedure until we have a complete inventory of what 
is available, and what is presently being done. 

Mr. Putiures. When do you expect that report to be finished? 

Mr. Fotry. I do not know; can you say, Dr. Ratcliff? 

Mr. Rarcuirr. The questionnaires are in the field, and have been 
sent out all over the country, where we can identify any research 
agency, any public agency, private agency or university. I would 
like to add one word, if I may, Mr. Phillips. It is certainly devoutly 
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to be wished that universities will initiate as much on their own as 
possible, and it is specifically part of our program to encourage them 
to do it. We have been partly responsible for initiating recently at 
Cornell a housing research institute which the university has set up, 
and which’we are willing to give help to in any way we can. But the 
universities have devoted very little time to the housing problem 
which we feel in a sense is our primary problem, and the dollars we 
spend we hope will be multiplied many times over. 

Mr. Puriuurps. You look at it from this side of the table for a while, 
and we have a hodgepodge with about 10 or a dozen parts, and every 
one of those parts engaged in research activities. Some of them, I am 
firmly convinced duplicate not only what other branches of Govern- 
ment do, but what private agencies do, and I would not want any 
agency to get into any position where we had the industries group or 
the construction group making a decision whether they would rather 
spend the money, or whether they would rather have the Federal 
Government spend it, because I have never found that the Govern- 
ment can do things more cheaply than private agencies. 

Mr. Ratcuirr. No; but each project is carefully checked to find 
out what goes on in the field. 

Mr. Puiuurrs. If I am on this committee next year you may have 
some more questions on the subject of research, especially this broad 
survey. 

Mr. Fo.try. We welcome any questions on this subject, because it 
is one of the most difficult we have. 

Mr. Yates. I anticipate you might welcome answers rather than 
some of the questions. 

Mr. Fotey. The questions sometimes give us stimulation which 
helps lead to answers. 


AutaskKA Hovusinc Program 
AVERAGE COST OF UNITS 


Mr. Puiiurrs. What about your Alaska program? Last year you 
estimated that the average cost of houses in Alaska would run about 
$12,000 to $14,000. What do they run; have you built any? 

Mr. Youna. Some of the houses are being built at this time within 
estimates of costs along that range. This project at Palmer, which | 
mentioned, figured $14,568. That is one of the higher cost areas in 
the Territory. 

Mr. Puruures. Then you are not building them for $12,000 to 
$14,000; is that what you are telling us? 

Mr. Youna. No, I say some of the housing is being built at costs 
estimated at that range. 

Mr. Puruurrs. Then you have other projects at a higher cost range? 

Mr. Youna. Some will run higher. 

Mr. Puiuirs. Palmer is not in the $12,000 to $14,000 range. 

Mr. Youna. It is in the higher cost range. 

Mr. Foury. They vary sharply up there. 
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RENTAL COST OF UNITS 


Mr. Puutuirs. Last year you estimated your rents at $140 a unit. 
Have you been compelled to revise the rental costs on the basis of 
the higher building costs? 

Mr. Youna. The multiple units being produced will be rented at 
about $140 a month. However, they are running into higher costs 
of construction for several reasons. One is because they had long 
periods of work stoppages last summer. Then there was the increase 
in the building materials prices, and several of the trades received 
higher wage schedules last year. Wage agreements were recently 
entered into that mean about a 10-percent increase in wages for this 
next building season. 

Mr. Putters. It is not news to this committee that building costs 
have gone up, but it would be news if rents had gone up in the public 
agencies to cover the increased cost of utilities and the cost of building. 

Mr. Youna. These are private projects. 

Mr. Puiiurrs. But we have to get the money back from somewhere. 

Mr. Youna. That is right. 

Mr. Foury. They are privately owned projects, and the rent is set 
on a basis the same as any other private project would be. We do not 
set the rents, except as FHA may have control over the rents where 
mortgages are insured. 

Me. Puituips. Our only interest would be the protection of the 
Federal interest in the project. 

Mr. Fotey. The rents are on an economic return basis, based on 
the cost with a 64-percent return calculated. 

Mr. Youne. The higher costs will have to be recognized in the 
determination of the rents, so the rents on the multiple-unit rental 
projects, when the structures are completed may run higher on an 
average than the $140 figure which has been used. 

Mr. Puriuirs. Did I not understand in your justification statement 
that you made about the loans for improving Eskimo living conditions 
that they had gotter off to a slow start? 

Mr. Fotry. Yes. It is partly because it is awfully hard to reach 
them. They are under the edge of the Arctic Circle. It is a very 
thrilling and interesting program. The reports so far from the 
traveling missionaries up there is that very beneficial results are being 
observed in the health of the families which have been assisted. 


COLLECTION OF LOANS 


Mr. Puitirs. How much money have we invested in those loans? 

Mr. Fotey. Mr. Young? 

Mr. Youne. Our loan commitment was $70,000 for the last season, 
of which we disbursed $63,300, which is covered by notes from the 
individual Eskimos, for improving or constructing 170 units. 

Mr. Puiturps. Are those notes being paid when they are due? 

Mr. Youne. Yes, collections totaling something over $8,000 have 
come in on this first section of the program. 

Mr. Puritures. That may be an answer to my question, but it is 
not specifically the answer. I mean, are the payments being made 
when they are due? 
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Mr. Fotey. I think there was some difficulty in the beginning of 
the collections which were handled through the Alaska Housing 
Authority for the United States for the reason that salmon fishing 
was poor up there that season, but the fur season was better, so there 
is improvement. 

Mr. Puiturps. Do you think we are going to get our money back? 

Mr. Foury. Yes. 

Mr. Youna. The Alaska Housing Authority has paid the first 
installment due on our loan to them. 

Mr. Puiurrs. If we do not get it back direct from the borrower, 
does the Alaskan Government guarantee it to us? 

Mr. Forry. Perhaps not, but they have used funds otherwise 
available to them to make the first installment on the loan. It is 
largely because of the difficulty in reaching the borrowers. 

Mr. Yares. Off the record. 

(Discussion off the record.) 


HovusEKEEPING ACTIVITIES 


Mr. Puiuures. Last year the chairman of our committee said that 
127 of your 759 employees were engaged in what he called house- 
keeping activities. Would you have any idea what the percentage 
is this year? That is fairly high for an agency. 

Mr. Foury. Mr. Frantz? 

Mr. Frantz. The total percentage of administrative people on the 
staff is about 15 percent, including those working on general Agency- 
wide administrative problems, so it is fairly low in comparison with 
operations generally. 

May I try your patience by reverting with just one comment to the 
question of man-years and positions. You referred, Mr. Phillips, to 
the fact that the present staff should absorb this additional workload. 
The point I was trying to make applies specifically to slum clearance 
to which you referred, in that while the salary costs increase in 1952 
over this year, there is no increase in positions or the number of people. 
The workload is to be absorbed by the existing staff, but the salary 
cost for that staff is greater. 

Mr. Fo.ry. Because it covers a longer time of employment. 

Mr. Franrz. Yes; that is right. 

Mr. Puiuups. I have a comparison of your minor budgets, mostly 
the smaller functions, compared to the budgets of the Agency. Take 
travel as an example. There is a decrease of your work due pre- 
sumably to the war and some increase due to the absorption of other 
activities, but why does not your travel item have some relation to 
the total budget? Your travel increase is 5 percent in the Office of 
the Administrator while the total budget goes down 9 percent.? 

Mr. Franrz. I would say, Mr. Phillips that there are three prin- 
cipal reasons for that: First, the larger number of localities in which 
the slum-clearance program will be active; second, the larger number 
of research contracts active at universities and private research 
centers throughout the country; and, third, the much larger burden 
of field audit work in connection with both money that has been 
advanced to local public agencies and research which has to be 
audited at the site. 
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Mr. Purvis. That might be an answer for the Office of the 
Administrator, but would it be an answer for all of the others? 
National Mort age goes up 4 percent, and that budget goes down 20 
percent. The Yederal Housing Administration goes up 4 percent. 

The nonadministrative expenses go down 5.8 percent. Public 
Housing goes up. The Home Loan Board goes down, but here is 
Federal Savings and Loan up 15 percent with a budget reduction of 
26 percent. I do not see that that is a sound criterion to adhere to, 
but I say it is at least worth exploring. 

Mr. Fotey. May Mr. Baughman refer back to your comment on 
the Federal National Mortgage Association travel? 

Mr. BauGuMAN. That is partly due to the consolidation of offices. 
The offices serve a larger area, and it is necessary to travel in order to 
review their work. After all, we have more than 1,000 mortgagees who 
service these mortgages, and we have to audit them. 


LoaNs FOR PREFABRICATED HovusING 
NONADMINISTRATIVE COSTS 


Mr. Tuomas. What about this nonadministrative expense in pre- 
fabricated housing? 

Mr. Frantz. Mr. Thomas, that covers the costs, particularly legal 
costs, in connection with termination of accounts in cases of defaults 
and situations of that kind. No estimate has been made because we 
do not know how many of these cases there may be. 

Mr. Tuomas. What were they in 1951? 

Mr. Frantz. I do not have it; I will have to supply that figure. 

(The information requested is as follows:) 









For the fiscal year 1951 these costs are estimated at approximately $6,000. 
Mr. Foirey. We did not have that program until September. 
Mr. Tuomas. Did they not transfer the liabilities along with the 
assets to you? 
Mr. Franrz. Yes, sir. 




















FrperaL Disaster RELIEF 








Mr. THomas. What about Mr. Seward’s statement here dealing 
with the President’s disaster relief, $1,000,000? 

Mr. Sewarp. Mr. Thomas, that had its inception originally with the 
approval back in 1947 of old Public Law 233. 

That law made available to disaster-struck areas surplus material, 
equipment, and so forth from War Assets. Then, of course, as War 
Assets liquidated that source of supply dried up. Then during the 
last session of Congress, on September 30, 1950, there was approved 
this Public Law 875. 

Mr. Tuomas. When was that enacted? 

Mr. Sewarp. On September 30, 1950. 

Mr. Tuomas (reading): 

The law authorizes appropriations to the President of sums not to exceed 
$5,000,000 in aggregate and authorizes Federal agencies, when directed by the 
President, to provide assistance in major disasters in the following ways. 

Mr. Reporter, insert page 1 of this statement in the record at this 
point. 

(The matter referred to is as follows:) 
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GENERAL BACKGROUND 


Public Law 875, approved September 30, 1950, authorizes Federal assistance 
to States and local governments undergoing hardship and suffering as a result of 
major disasters. The act states: ‘‘That it is the intent of Congress to provide an 
orderly and continuing means of assistance by the Federal Government to States 
and local governments in carrying out their responsibilities to alleviate suffering 
and damage resulting from major disasters, to eo essential public facilities in 
major disasters, and to foster the development of such State and local organiza- 
tions and plans to cope with major disasters as may be necessary.’” It supple- 
ments and partially supersedes certain previous authorities of a piecemeal char- 
acter under which Federal disaster relief activities have been carried on during 
recent years. It does not, however, void certain basic legislation such as the 
authority of the Department of the Army to assist in major disasters. 

The law authorizes appropriations to the President of sums not to exceed 
$5,000,000 in aggregate and authorizes Federal agencies, when directed by the 
President, to provide assistance in major disasters in the following ways: 

(a) By utilizing or lending, with or without compensation therefor, to States 
and local governments their equipment, supplies, facilities, personnel, and other 
resources, Other than the extension of credit, under the authority of any act. 

(b) By distributing, through the American National Red Cross or otherwise, 
medicine, food, and other consumable supplies. 

(c) By donating to States and local governments equipment and supplies deter- 
mined under the existing law to be surplus to the needs and responsibilities of the 
Federal Government. 

(d) By performing on public or private lands protective and other work essential 
for the preservation of life and property, clearing debris and wreckage, making 
emergency repairs to and temporary replacements of public facilities of local 
governments damaged or destroyed in such major disaster, and making contribu- 
tions to States and local governments for purposes stated in (d). 

The President’s budget for fiscal year 1952 contains an estimate of $1,000,000 
for the purposes of Public Law 875 under the appropriation ‘‘ Disaster relief, 
Executive Office of the President.” 


Mr. Tuomas. For the fiscal year 1952 you have an estimate here of 
$1,000,000. 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. Against an authorized $5,000,000. 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. But it should be pointed out that that $1,000,000 is 
not the total dollar value, because under Public Law 875, enacted 
September 30, 1950, the President can call upon various agencies to 
provide assistance in major disasters in several ways: 


(a) By utilizing or lending, with or without compensation therefor, to States 
and local governments their equipment, supplies, facilities, personnel, and other 
resources, other than the extension of credit, under the authority of any act. 

(b) By distributing, through the American National Red Cross or otherwise, 
medicine, food, and other consumable supplies. 

(c) By donating to States and local governments equipment and supplies 
determined under the existing law to be surplus to the needs and responsibilities 
of the Federal Government. 

(d) by performing on public or private lands protective and other work essential 
for the preservation of life and property, clearing debris and wreckage, making 
emergency repairs to and temporary replacements of public facilities of local 
governments damaged or destroyed in such major disaster, and making contribu- 
tions to States and local governments for purposes stated in (d) 


So, that $1,000,000 may be only a starter. 

Mr. Sewarp. The $1,000,000 is made available, Mr. Thomas, for 
use as it may become necessary. 

Mr. Tuomas. Are there any further questions, gentlemen? 

We thank you all a million times for being so helpful to us. You 
have made a fine presentation, and you have been very courteous and 
very patient with us. 
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WITNESSES 


MARSHALL W. AMIS, GENERAL COUNSEL 
HERBERT L. WOOTEN, ASSISTANT COMMISSIONER FOR ADMIN- 

ISTRATION ; 
JAMES F. KELLY, BUDGET OFFICER 
JOHN M. FRANTZ, AGENCY BUDGET OFFICER 
HUGH M. JOHNSTON, BUDGET AND ORGANIZATION STAFF 


ADMINISTRATIVE EXPENSES 


Tuurspay, Marca 1, 1951. 
PUBLIC HOUSING ADMINISTRATION 


Funds available for administrative expenses for reimbursable obligations 








1950 actual 


1951 estimate 





1952 estimate 





Reimbursement for services from the following programs: 
United States Housing Act: 
Authorized from corporate funds 
NEES eae 
Subsistence homesteads and greentowns..._..........___- 
SBE al IR Sa a 
Veterans’ re-use housing 
PI 66 secicnteeianccc sein sesanenenses-ana- 


Total reimbursable obligations.........................- 


Unobligated 


ice: 


Estimated savings 











12, 304, 600 





Obligations by activities 





Description 


1950 actual 


1951 estimate 





1952 estimate 








De ee nape 


2. Management 


.: SESS ese MEF ES SEMAINE DS ele ERE 


OID, che ok. Sat ts cee ee ie 











$3, 958, 063 $7, 732, 000 $9, 379, 000 
6, 151, 600 5, 864, 000 6, 136, 000 
2, 153, 800 1, 128, 000 485, 000 

12, 263, 463 14, 724, 000 16, 000, 000 








Obligations by objects 








Object classification 





1950 actual 


1951 estimate 


1952 estimate 





01 





REIMBURSABLE OBLIGATIONS 


Personal services: 


Total number of permanent positions_.................-..--.- 
Average number of all employees---........-...........------ 







I swede 
Part-time and temporary positions__................-- 
Regular pay in excess of 52-week base.-...........-.-- 
Payment a 


kN Tsk BE area -o mer mene 


Tene POU BUT VIONE soo... con os ccc nce 


02 Travei 


Fe nn cn on ahseennaqcansduace 
04 Communication services-_................-...-.---------- 
05 Rents and utility services_............--.....-.-.--------- 
06 Printing and reproduction._.......................-...-.- 


07 Other contractual servi 
y General Accountin: 
08 Supplies and materi 


09 Equipment 


13 Refunds, awards, and indemnities (tort claims)_.......--- 
Total reimbursable obligations.....................---.- 


2,052 2, 304 





2, 638 
2, 572 











$9, 597,187 | $11,717,700 | $12, 728, 700 
2) 095 L, 1, 000 

3 | TE ipedens aus 50, 400 

67, 693 35, 300 40, 700 
9,713,244 | 11, 754, 000 12, 820, 800 
97 1, 134, 000 1, 222, 000 

54, 428 25, 000 26, 000 
207, 137 260, 000 276, 000 
884, 455 1, 040, 000 1, 106, 000 
72, 617 110, 000 119, 000 
167, 428 110, 000 106, 000 
000 83, 000 80, 000 

98, 765 104, 000 112, 000 
172, 400 103, 800 132) 000 

15 200 200 

12, 263,463 | 14, 724, 000 16, 000, 000 
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Unrrep States Hovusine Act 
ANNUAL CONTRIBUTIONS 


Funds available for obligation 





1950 actual | 1951 estimate | 1952 estimate 





Appropriation or estimate 1 $6, 651, 550 7, -~ = a | $15, 000, 000 
Prior year balance available 


Deposited in checking account with U. S. Treasurer - ees \ ie SL 4 | —15, 000, 000 





Total available for obligation 1, 651, 550 
Balance available in subsequent year —1, 651, 550 





iE RR al em RSE CONG © eS AEE 1 








1 Includes supplemental appropriation in amount of $1,651, 550: 


ADMINISTRATIVE EXPENSES 


Funds available for obligation 














_ 1950 actual 195 estimate | 1952 estimate 
| 


Appropriation or estimate $4, 250, 000 $9, 000, 000 $12, 400, 000 
Unobligated balance, savings under sec. J ci ak arc acsenll —300, 090 
Deposited in checking account with U. S. Treasurer. 4 250, 000 i —8, 700, 000 





Total obligations. 








Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have the pleasure of having with us this morning the officials 
of the Public Housing Administration and their representatives. We 
have our distinguished friends, Mr. Egan, the Commissioner; Mr. 
Amis, the general counsel; Mr. Wooten, the Assistant Commissioner 
for Administration; Mr. Kelly, the budget officer; Mr. Frantz, the 
agency budget officer; and Mr. Johnston, of the Budget and Organ- 
ization staff. 

Gentlemen, it is nice to see all of you and see you looking so well. 

Mr. Commissioner, if you have a statement for us, we would be 
delighted to listen to you for whatever length of time you desire to 
use. 

Mr. Ecan. Thank you, Mr. Chairman. I have a short statement 
that I would like to read. I believe copies have been distributed 
among the members of the committee, 


GENERAL STATEMENT 


Mr. Chairman, I shall not attempt to describe the agency’s 1952 
budget in any detail, inasmuch as there has been submitted to you 
data in the form of a justification which covers the budget program 
rather fully—though not, I hope, at burdensome length. I would 
however, like to point out the most significant changes in the agency’s 
budget program which stem from the changed circumstances since my 
appearance here last year. 
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DEFENSE MOBILIZATION EFFORT 


The defense mobilization effort now under way had an immediate 
and important impact on the programs administered by the Public 
Housing Administration, and this changed emphasis is reflected in the 
budget. 

In order that the war-emergency housing programs being liquidated 
by the Public Housing Administration might be utilized to the maxi- 
mum extent necessary in the present defense effort, the Administrator 
of the Housing and Home Finance Agency on August 16, 1950, issued 
an order temporarily suspending, with a few exceptions, all disposi- 
tion activity except when it is dettermined on a project-by-project 
basis that disposition would not adversely affect the defense effort. 
Demonstrated defense needs have also resulted, since that date, in 
the relaxation of tenant eligibility requirements in 73 projects with 
57,073 units in order to provide housing for defense workers. Another 
effect of this changed emphasis in the war-housing program which is 
reflected in the budget is the necessity for increased maintenance ex- 
penses on the temporary projects in recognition of their prolonged use. 

The budget projection for construction starts in the low-rent 
housing program is restricted consistent with the goal of reducing 
total new housing production, public and private, to a rate of 800 to 
850 thousand starts for this calendar year. The same rate has been 
assumed for the fiscal year 1952 in developing the budget. The 
estimates are based on construction starts of 75,000 units in 1952 in 
the low-rent program as compared with 135,000 units a year author- 
ized in the basic legislation. Such a program, as related to an over-all 
production of 850,000 units, is consistent with the general approach 
contemplated by the Congress at the time the Housing Act of 1949 
was passed, when provision was made for low-rent housing in a ratio 
of about 10 percent to the total volume considered by Congress to be 
needed and attainable. The limit of 75,000 units on which the 
estimates are based holds the low-rent program at, or slightly below, 
that proportion. 

As a part of the over-all defense mobilization effort the low-rent 
program will, to the maximum extent feasible, give preference to 
projects serving defense needs. Within the over-all restriction of 
low-rent housing construction and subject to the need for providing 
low-rent housing for defense purposes, development of housing for 
low-income families will proceed in accordance with the general 
objectives of the national housing policy. The need for such housing 
is very great and its provision has been long neglected. 


*LOW-RENT HOUSING PROGRAM 


When I appeared before you last year the new low-rent housing pro- 
gram authorized by the Housing Act of 1949 had just been launched. 
In the intervening year the program has made real headway. To 
date there have been applications for program reservations covering 
the first 2-year program from 702 localities for 468,134 units. Pro- 
gram reservations have been issued to 638 localities for 315,928 units. 
Preliminary loans to facilitate preliminary planning have been author- 
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ized for 597 of these localities involving 296,518 units. Sites have 
been selected by 451 localities for 927 projects with 200,534 units. 
Loan and annual contributions contracts to assist in the financing of 
development and operation have been authorized for 273 localities 
covering 116,592 units. Construction bids have been advertised for 
223 projects with 47,514 units. Construction has gotten under way 
on 164 projects with 34,356 units. 


ADMINISTRATIVE EXPENSES AND ANNUAL CONTRIBUTION 


In addition to presenting the financial statements and plans with 
respect to each of these programs, the budget requests an administra- 
tive expense authorization of $16 million, of which $12,400,000 is an 
appropriation; and an appropriation of $15 million for annual con- 
tributions. 

These estimates represent minimum requirements to carry out the 
budget plan and reflect maximum economies in the administration and 
operation of the programs. The estimates give effect to the greatly 
reduced disposition activity and take into account the resultant 
relatively stable workload in management operations. While they 
make provision for the increased workload in the low-rent program, 
they take full account of the program limitations and hence provide 
for staff and expenses very substantially below those which would be 
necessary at this stage of the development of the low-rent program 
but for the restrictions on volume which I have described. 

Thank you, sir. 

Mr. Tuomas. That is a very nice statement. 


ProGram Activities or PHA 


By way of following up your general statement, it might be well 
to have in the record at this point a statement to the effect that your 
program of activities is really divided into about five parts. 

Of course, the big part of it is the United States Housing Act 
program. The second is the ‘Subsistence homestead and Green- 
towns’’ program. 

The third is the “Public war-housing”’ program. 

The fourth is the ‘Veterans’ reuse housing”’ program. 

The fifth is the ‘Homes conversion” program which in your justi- 
fication you state will be wound up, for all practical purposes, during 
the Seeshopeee 1951. 

Mr. Ecan. That is correct, sir. 

Mr. Tuomas. By way of salaries for administrative expense, your 
personnel is really commingled throughout your five programs. 

Your administrative costs are carried more or less as a unit for your 
five programs, rather than by each individual program. Is that a 
reasonably accurate statement? 

Mr. Ee@an. That is correct, Mr. Chairman. 


SUMMARY OF BUDGET REQUIREMENTS, 1950-52 


Mr. Tuomas. At this point we shall insert in the record the table 
appearing on pages 18 and 19 of the justifications, which shows a sum- 
mary of the budget requirements for the Public Housing Administra- 
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tion so far as the administrative cost is concerned. 


It does not 


attempt to set out any of the nonadministrative costs, which non- 


administrative costs total $36,446,672. 


Mr. Ea@an. That is right, 


sir. 


(The documents are as follows:) 


Is that correct? 


Summary of budget requirements 





1950 actual 


1951 estimate 





1952 estimate 





Aver- 


Posi- 
tion 
June 
30 


Dloy- 
ment 


age em- 


Net cost 








Posi-| Aver- Posi-| Aver- 

tion |ageem | 7, tion | ageem-| . 4... 

June| ploy | Net Cost | june ploy- | Net cost 
30 ment 30 ment 








CENTRAL OFFICE 
EMPLOYMENT 


Stadl ORNs Se os 5: 


Legal Division... .........- 64 55.8 
Administrative and Fiscal : 

DEVS ES kdataesadas eee 741 731.1 
Economies and Statistics 

DERRIII pee co sadvcnnes 53 48.9 
Low-Rent Housing Divi- 

WOR. Scccduense ineiicecaiaied 146 113.0 
War Emergency Housing 

Divisi@@l: ..<5<2=-- picekin oe 84 79.0 
Field Operations Division..| 37 35.9 








$186, 416 
7 


2, 728, 902 
208, 096 
661, 897 


412, 408 
195, 691 









1,097.0 


4, 676, 685 















9.9 | $225, 243 40 39.6 | $228, 474 

5 302, 355 60 59.4 319, 041 

701 | 701.2 | 2,787,464 | 710 | 702.1 | 2,857,530 
50 49, 2 224, 409 50 49.5 232, 880 
133 | 132.6 807,626 | 136) 134.4 825, 494 
60 61.1 329, 290 60 59.4 323, 093. 
30 30.5 185, 297 30 29.7 188, 249 





1,072.0 | 4, 861, 684 


1, 074.1 


4, 974, 761 








FIELD EMPLOYMENT 









































| 








|2, 638 


Weve cise. aks oh. 89 36.5 | 194, 609 95 89.7 464, 761 98 96. 8 509, 188 
fe RR RS aS 109 84.4 450, 001 117 111.4 594, 667 122 119.3 638, 711 
Philadelphia | 96 67.4 345, 648 114 100.8 513, 418 121 117.5 610, 241 
WON ice ise sa lees 8S 63.2 327, 728 93 86.4 441, 694 106 102.5 523, 23! 
Richmond ......-- a 93 64.1 322, 937 101 94.9 481, 642 114 110.0 562, 477 
pa Ra 126 89.8 462, 456 144 131.1 668, 213 170 163.1 821, 255 
POR Weide inc nich wocdaac 107 74.4 367, 919 122 114.6 578, 223 137 130.7 663, 210 
Ciiatee a oe cick. 122 78.4 401, 765 130 122.8 631, 104 141 134.0 690, 965 
Fe SR ae i0l 68.7 355, 280 100 94.8 506, 103 106 103. 6 557, 993 
San Francisco.............. 89 69.1 366, 7 92 81.0 434, 697 97 94. 508, 065 
OU Cid ietkatcmencac 80 59. 6 295, 137 77 73.1 362, 064 83 81.3 | 410,652 
PUmte Be oes ccc 16 8.2 37, 943 32 26.1 132, 006 35 33.7 | 169,943 
Labor relations. ........... 25 16.5 88, 454 25 24.7 124, 709 25 24.8 | 126,989 
Audit Sis ininiehd alin atidn tow 118 117.8 566, 623 117 113.8 , SAT 136 126.5 | 634,383 
Field accounting.........-- 73 56.5 | 283,818 61 57.1 308, 050 61; 60.3 | 326,632 
} a ea, | 
Subtotal, field_.....- (1,332 | 954.6 |4, 867,073 (1,420 |1,322.3 | 6, 810, 898 il, 552 |1, 498.3 | 7, 753, 939 
Total, central office | | | | 
and field_..........|2,498 |2,051.6 (% 543, 758 |2, 494 |2, 394.3 \11, 672, 582 [2 572.4 |12, 728, 700 
| ! | | ! | 








| 
1950 actual 








































| 1951 estimate | 1952 estimate 

Net cost Net cost Net cost 
Total, central office and field (brought forward)_._____.._____- $9, 543,758 | $11, 672, 582 $12, 728, 700 
Other miscellaneous personal services costs.................--- 169, 486 81, 418 92, 100 
Fees Re NOI ne acne g etn -caosuay. 9, 713, 244 11, 754, 12, 820, 800 
Ottior GiiRaie aC ne echt 2, 550, 219 2, 970, 000 | 3, 179, 200 
_ I a a as i a a ep enn 12, 263, 463 14, 724, 000 16, 000, 000 
Unobligated balance, estimated savings y+ ge ean “Ciel Shey iilee aa 
Unobligated balance, savings under sec. 1214_.............._..}_-.-- ot ee SE eet eee eae 
Total, administrative expense limitation -____........--- 12, 304, 600 15, 024, 000 | 16, 000, 000 








Reference will be 


Mr. Tuomas. That information is shown on page 101 of the justi- 
fications, in the table appearing there. 
that table later, and at that time we shall insert it in the record. 


made to 
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STATEMENT OF PHA ActTIvITIEs 


It might be.well at this point to insert in the record pages 2, 3, 4, 
5, 6, 7, and a small part of 8, which is the introductory statement 
but which in truth and in fact boils down the entire program and the 
workload connected with each program. It is a very good short 
synopsis. 

(The documents are as follows:) 


INTRODUCTORY STATEMENT 


The Public Housing Administration is one of three constituents of the Housing 
and Home Finance Agency established by Reorganization Plan No. 3 of 1947. Its 
responsibilities cover housing in which the Government has a direct financial 
interest, either through Federal aid to local bodies or as the owner of Govern- 
ment-built housing. The 1952 budget estimates give effect to the impact of the 
defense mobilization effort on the civilian economy and its resultant effect on the 
housing programs administered by the Public Housing Administration and proj- 
ects to the extent determined necessary and feasible the utilization of these pro- 
grams as an important contribution to the defense effort. This is being done. 

1. By the virtual suspension of disposition activity on Federally owned housing 
pending a determination of need for defense purposes. 

2. By reactivation of inactive housing where defense requirements warrant 
such action. 

3. By relaxing eligibility requirements to admit defense workers as tenants and 
where necessary by reserving all vacant units for defense workers. 

4. By a budget program of a reduced volume of new low-rent pubtie housing 
construction starts of 37,500 units in each 6 months’ period from January 1, 1951, 
as contrasted with 135,000 urits per year euthorized in the legisletion. These 
reduced goals are in line with the reduced volume of new private housing resulting 
from the credit controls designed to conserve materials and labor and minimize 
the inflationary aspects of housing. 

5. By giving preference to the development of low-rent projects located in 
defense areas and expediting the processing of such preferred projects. 

6. In cooperation with local housing authorities, who own and operate low-rent 
housing, every effort will be made to utilize all units which become available for 
defense workers where such action is necessary. 

The Public Housing Administration’s responsibilities include five separate 
housing programs, namely: 

United States Housing Act program 
Subsistence homestead and greentowns program 
Publie war housing program 

Veterans’ reuse housing program 
Homes-conversion program 

Each program is presented separately in this justification as to its legislative 
authority, budgetary goals, and financial projections, Business-type budzets 
have been submitted for each program. As the Public Housing Administration 
is a single integrated organization administering these housing programs, its 
administrative expense requirements are presented and justified as a single budget. 


SUMMARY OF BUDGET REQUESTS 


In addition to presenting the financial statements and plans with respect to 
each of these programs, the budget requests: 

An administrative expense authorization of $16,000,000 of which $12,400,000 
is an appropriation; an appropriation of $15,000,000 for annual contributions: 
and language authorizing use of income for necessary expenses in connection wit! 
the liquidation of resettlement projects. 


PROGRAM SUMMARIES 


Although treated in more detail in later sections of this justification, there is 
presented here a brief statement on each of the housing programs administered 
by the Public Housing Administration. 
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UNITED STATES HOUSING ACT PROGRAM 


The United States Housing Act of 1937 authorized a program of locally owned 
and operated low-rent housing for families of low income who could not otherwise 
afford decent, safe, and sanitary dwellings. The act authorized loans to local 
public housing agencies to aid in financing the development of low-rent housing 
projects and payment of limited annual contributions, to be appropriated an- 
nually, to assist in maintaining the low-rent character of the projects. Borrowing 
authority was limited to $800 million and authority to contract for annual con- 
tributions was limited. to $28 million per year. The act transferred the experi- 
mental public housing developed by the Public Works Administration. A war- 
time amendment (Public Law 671, 42 U. S. C. 1501) authorized construction of 
permanent housing for war workers subject to later conversion to low-rent use. 

Title III of the Housing Act of 1949 (63 Stat. 413) amended the United States 
Housing Act of 1937 and authorized the development of an ‘additional 810,000 
units over a 6-year period. Borrowing authority was increased to $1:5 billion 
outstanding at any one time; authority to contract for annual contributions was 
increased to $336 million per year. Construction starts were authorized at an 
annual rate of 135,000 units for the 6-year program. In administering this 
program special emphasis will be given to meeting defense housing requirements. 
This will be done in two ways. First, in expediting the planning and the starting 
of construction for new projects the Public Housing Administration will give 
preference to projects located in defense areas as rapidly as defense needs in such 
areas develop and, where necessary, will give eligibility preference to defense work- 
ers. Second, in cooperation with the local authorities, who own and operate the 
existing housing, every effort will be made to facilitate the defense production 
and mobilization effort by utilizing for defense workers all units which become 
available where such action is necessary. 

The United States Housing Act of 1937 was further amended by title II of the 
Housing Act of 1950 (64 Stat. 48) which transferred to the Public Housing 
Administration for use as low-rent housing, 9,700 housing accommodations in 
the labor supply centers, labor homes and labor camps administered by the 
Secretary of Agriculture. 

Under the original legislation 633 projects, consisting of 191,857 low-rent housing 
units, were under management as of June 30, 1950. Under the new legislation it 
is anticipated that 2,173 projects consisting of 450,000 dwelling units will have 
been initiated by June 30, 1952, and of this number 600 projects comprising 138,000 
units will have started construction. 


Program summary 





| 1950 actual | 1951 estimate 1952 estimate 
| 





Program (in units) at year end: | 
Preconstruction ! | 307, 720 312, 000 | 312, 000 
Construction ...............- | 3, 091 53, 000 | 75, 000 
Management 536 | 211, 594 | 264, 118 


BUG Kccs<cus.,. a 512, 347 576, 594 | 


Annual contribution requirements $6, 519, 000 $7, 500,000 | $15, 000, 000 
Borrowing from Treasury outstanding at year end | 349, 000, 000 | 519,000,000 | 381, 000, 000 


-——_—_- 





‘Includes progress from program reservation to start of construction. 
SUBSISTENCE HOMESTEAD AND GREENTOWNS PROGRAM 


This program was developed out of funds appropriated by the National Indus- 
trial Recovery Act of 1933 and the Emergency Relief Appropriation Act of 1933. 
The program was an experimental endeavor to develop higher standards of housing 
for rural nonfarm and urban families. The program when transferred to the 
Public Housing Administration consisted of assets with a book value of $62,695,922. 

The program originally consisted of 31 subsistence homestead projects contain- 
ing 3,147 units and 3 Greentown projects with 2,272 units. ° The subsistence 
homestead program is now substantially liquidated with only 19 dwellings remain- 
ing under management, all of which are under sales contracts and occupied by 
prospective purchasers. One of the Greentown projects known as Greenhills 


80203—51—pt. 2——-7 
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located in Ohio was sold during fiscal 1950, except for residual land and 43 farm- 
houses which will be sold for cash during fiscal 1951. Because of the temporary 
suspension of disposition of federally owned housing pending determination of 
need for defense purposes, no further disposition is contemplated during 1951 
and 1952. 


Program summary 





| 1950 actual 90 estimate | 1952 estimate 





Dwelling units disposed of during year | 699 43 
PHA-owned dwelling units at year end | 1, 570 1, 527 | 
PHA-heid mortgages at year end | 50 





PUBLIC WAR HOUSING PROGRAM 


The public war housing program consists of housing built with appropriated 
funds during the defense and war periods to provide necessary accommodations 
for essential war workers. The housing still in use serves the needs of veterans, 
servicemen, and their families. In addition, vacated units are being reserved for 
occupancy by defense workers in those projects which are located in defense areas 
and are needed for defense housing purposes. 

A program of approximately 628,000 units was developed at a cost of about 
$1.7 billion. As of June 30, 1950, the program had been reduced to 302,510 units. 
Disposal has been accomplished by sale, demolition, transfer to other Government 
agencies, and transfer to other programs. 

The Housing Act of 1950 authorizes the transfer of war housing projects to local 
public agencies and provides for disposition of all war housing remaining after 
such transfers. The temporary suspension of disposition operations will result 
in the sale and transfer of only those units which (1) were under sales contract 
and at the point of title transfer when the disposition order was issued, or (2) are 
determined not to be required for defense purposes. 

The temporary war housing projects, which constitute more than half of the 
war housing program, have been in operation for much longer than the 5-year 
useful life for which they were designed and built. Since the cessation of World 
War IT hostilities the Public Housing Administration has followed a “patch and 
repair’ maintenance policy in contemplation of disposition. Many of these 
projects are now in a serious state of deterioration and this budget proposes the 
expenditure of over $7 million in fiseal 1951 and over $5 million in fiseal 1952 for 
needed repairs and exterior painting. 


Program data 





| 1950 actual | 10 51 estimate | 1952 estimate 





wine Se. 


Units in management at year end_. 279, 010 


» 510 | 291, 510 


| 

Units disposed of on sek 
Permanent. _- ‘ Z | 5, 840 | 6, 700 pe 2, 000 
Temporary _--- | 16, 054 | 4, 300 10, 500 





Total disposition | 21, 894 | 11, 000 12, 500 








Net — rating income, management operations..............-. $26, 659, 503 ~ $19, 511, 453 | $ $20, 663. 950 
a eS ea en wan---------------------| $16, 649,829 | $18, 136, 800 $6, 460, 000 


i 





VETERANS’ REUSE HOUSING PROGRAM 


To meet the special emergency needs of veterans, servicemen, and their families 
after the war, title V of the Lanham Act authorized the reuse of surplus Govern- 
ment-owned temporary structures to provide emergency housing for these dis- 
tressed persons. Approximately $443.5 million was allotted to the Public 
Housing Administration to cover the costs of relocating and converting the reused 
buildings, and about 186,153 accommodations were provided from these funds. 
An additional 83,485 accommodations were provided at the expense of the local 
sponsoring bodies ‘through reuse of temporary structures made available by the 
Federal Government. 
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The projects are managed by the participating sponsoring bodies, with the 
Public Housing Administration providing limited reviews and audits to assure 
compliance with contracts providing for return of the net operating income to the 
Government. 

The McGregor Act (62 Stat. 1052) authorized relinquishment, without mone- 
tary consideration, of the Government’s interest in housing operated by educa- 
tional institutions on land owned or controlled by them. 

The Independent Offices Appropriation Act, 1950, permitted transfers to local 
public agencies under similar conditions. As of June 30, 1950, over 195,000 units 
had been transferred under these authorities. : 

The Independent Offices Appropriation Act, 1951, and the Housing Act of 1950 
authorize further transfer activity some of which is mandatory. The temporary 
suspension of disposition operations will result in the transfer of only those units 
which under the law must be transferred and those which are determined not to be 
required for defense purposes. 


Program summary 








In active management at year end___._..-.....-.--------- i 
Transfers: 
McGregor Act 
I EE Ses ica caw ghtaginn wo Raman 
EE BAND om annie tannin ce dcine aed lvsiden<sudmnwonsea 
Housing Act of 1950... ._- : 
Other disposition 


| 1950 actual | 1951 estimate | 1952 estimate 
' 
i 
| 








Total disposition 





HOMES CONVERSION PROGRAM 


The homes conversion program was authorized under the provisions of the 
Lanham Act (42 U. 8. C. 1521), and consists of privately owned properties leased 
by the Government during the war for remodeling into additional rental accom- 
modations for war workers. This program is being liquidated as rapidly as 
possible, and by the end of fiscal year 1951 will be brought to final liquidation. 

A total of 8,842 leaseholds consisting of 49,565 dwelling units were provided at 
a cost of approximately $90 million. As of June 30, 1950, the program had 
been reduced to 9,728 urits by negotiated termination of leaseholds in advance 
of expiration. Expiration of leasehold stogether with negotiated cancellation 
is expected to account for complete liquidation of the program by June 30, 1951. 
As of June 30, 1950 approximately $29 million had been paid into the Treasury 
as a result of management and disposition operations and this is expected to 
increase to $29.5 million by June 30, 1952. 


Program summary 





| 1950 actual | 1951 estimate | 1952 estimate 





Number of active units at year end 9, 728 0} 0 
Number of units disposed of during year_..-.-...-.-.....-----! 10, 755 | 9, 728 | 0 
Deposits to general fund receipts __- $2, 033, 549 | $397, 065 $107, 016 





SUMMARIZATION OF PROGRAMS BY ACTIVITY 


The summary effect of the several programs in terms of development, manage- 
ment and disposition activity is presented in a statement dealing with admin- 
istrative expense requirements in the section immediately following. 


WORKLOAD SUMMARY, 1950-52 


Mr. Tuomas. The workload is summarized on the table on page 9 
of the justification, which will also be inserted in the record at this 
point. 

(The document is as follows:) 
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Over-all program workload summary, by all programs by programs and activity 
as of June 3 





1950 actual 1951 estimate 1952 estimate 


Workload by program 





Projects | Units | Projects | Units | Projects | Units 





| 
| | 
| 


USHA: 
Presite selection ge sh Se 
Preconstruction_..__...__- : 
Construction _ - 
Management } 
Subsistence homesteads and Greentown 
projects: 
Management - : i 1, 570 
Disposed of during ye: OP ce 699 
Public war housing: 
Management (active) ae ae , 038 | 285,376 
Disposition during year: | | 
Permanent. : 33 | 5, 840 | 2, 000 
Temporary | 16,054 | , 300 | 10, 500 
Veterans’ reuse housing: | 
Management (active) ___- ; 3! 44,005 
Disposition during year: 
Housing Act of 1950 ogkn 33e ogee 
Other__ “a oP 887 79, 466 | 
Homes conversion: ! | 
Management : 
Disposition during year 


' 

| 228,814 | 7! 167, 000 
| 78,906 | 56% 145, 000 
8 | 3, 091 | 3, ‘ 75, 000 
2 | 201) 536 | 7 4 ; 264, 118 
| 

} 


1, 527 





268, 091 








WORKLOAD BY ACTIVITY 


Development: _ 
Presite selection “3 738 
Preconstruction - j 304 | 


821 
Construction sc ilie Ao 5 nee AA 8 18 


53, 000 | 345 





| 
Le 
4 
| 
| | 


Total development i biwanke 1, 060 310, 811 | 6 365, 000 | 1,918 
Management (active) ' _.____- 3,409 | 542,215 | 4 522, 963 | 2, 038 
Disposition during year ! 2,840 | 112,204 , 6 36, 524 | 103 











1 Homes conversion leaseholds reported as ‘projects.’ 


Mr. Tuomas. At this point it might be well for the record to show 
that for this budget there is an administrative expense of $16 million 
requested, of which $12,400,000 is a direct appropriation, leaving 
$3,600,000 in addition, which will be used from rents and revenues 
and receipts of the public housing funds; and a direct appropriation 
of $15 million for contributions. 

In order to save time, let us briefly summarize the five activities 
with reference to programs and projects. Mr. Commissioner, in order 
to save time I will ask you to join with me here, and we will get this 
on the record in very short order. 


Unirep States Housine Act ProGram 


Under your United States Housing Act program, this program was 
started by virtue of the United States Housing Act program of 1937. 
What was the construction cost of that program and how many units 
did you construct? 

Mr. Eaan. In the 1937 program? 

Mr. Tuomas. That is the original act. 

Mr. Ketiy. Approximately $890 million of capital cost for 169,741 
units plus 21,640 units transferred from the Public Works Administra- 
tion for a total of 191,381 units. 
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HOUSING ACT OF 1949 


Mr. THomas. Under the Housing Act of 1949 what was the 
authorization? 

Mr. Ecan. The authorization was 810,000 units with contributions 
totaling $308 million. 

Mr. Amis. Per year. 

Mr. THomas. By the Federal Government, you mean? 

Mr. Ecan. That is right, sir. 

Mr. Tuomas. What was the construction cost, and for how many 
units? 

Mr. Ecan. The total—— : 

Mr. Tuomas. It was for a 5-year period, 135,000 per year? 

Mr. Ecan. Yes, sir. 

Mr. THomas. That makes a total of a 6-year period of 810,000 units? 

Mr. Ecan. That is correct, sir. 

Mr. Tuomas. The total contribution per year, the authorization for 
a total contribution per year by the Federal Government, had an 
outside limit of $336 million a year. 

Mr. Eean. That is right. It was $308 million in the Housing Act 
of 1949 plus the $28 million we had authorized under the original 
statute in 1937. 

Mr. Tuomas. Under the original Housing Act program of 190,000 
plus units the outside contribution by the Federal Government was 
$28 million. You add that $28 million to your $308 million under your 
new act of 1949 and it makes a total of $336 million a year contribu- 
tion by the Federal Government; is that correct? 

Mr. Ecan. That is correct. That is the maximum that could be 
authorized. 


PROGRAM SUMMARY, 1950-52 
Mr. Tuomas. That isright. It might be well at this point to insert 
the table on page 4, following your workload and so forth, under your 


Public Housing Act of 1949. 
(The document is as follows: ) 


Program summary 





| 1950 actual | 1951 estimate 1952 estimate 





Program (in units) at year end: 
Preconstruction ! 307,720 | 312, 000 | 312, 000 
Construction 3, 091 53,000 |. 75, 000 
Management 201, 536 | 211, 594 | 264, 118 


512, 347 576, 594 | 651, 118 











Annual contribution requirements...................-....---- $6, 519, 000 $7, 500,000 | $15, 000, 000 
Borrowing from Treasury outstanding at year end ...| 349,000,000 | 519, 000, 000 381, 000, 000 








! Includes progress from program reservation to start of construction. 


PRECONSTRUCTION, 1950-52 


Mr. Tuomas. We have preconstruction for 1950 of 307,720 units ; 
for 1951 of 312,000 units; and for 1952 of 312,000 units. That is 
preconstruction. That is vastly different from construction. 
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CONSTRUCTION, 1950-52 


For construction for 1950 you have 3,091 units; for 1951 you have 
53,000 units; and for 1952 you have 75,000 units. 

All that means that your original program called for 135,000 units 
over a period of 6 years and has been reduced by Presidential order 
to 37,500 units every 6 months beginning July 1, 1950; is that correct? 

Mr. Eaan. That is correct. As a matter of fact, Mr. Thomas, in 
the last 6 months of calendar year 1950 we were limited to 30,000 
units by Presidential order. 

Mr. Tuomas. So it is still reduced? 

Mr. Eaan. July 1, 1950, to December 31, 1950, we had a limitation 
of 30,000 units. From January 1, 1951, and for each six months 
thereafter including fiscal year 1952 we are at a rate of 37,500. 

Mr. Tuomas. That is 75,000? 

Mr. Ecan. That is right. 

Mr. Tuomas. You have an item of management here, and for 1950 
it is 201,536; for 1951 it is 211,594; and for 1952 it is 264,118. 

Management includes your original 1937 program plus the 75,000 
units you intend to build in the calendar years 1951 and 1952? 

Mr. Eean. That is right. 


ANNUAL CONTRIBUTIONS, 1950-52 


Mr. Tuomas. I note your annual contributions for this program are 
in 1950, $6,519,000; in 1951, $7,500,000; and in 1952, $15,000,000. 

I searched rather diligently for the breakdown of that contribution 
for 1952, of $15 million, and I was not able to find it. We might just 


as well go into that now. Let us go into the breakdown of the 
$15 million. 

Mr. Eaan. I think Mr. Kelly has some figures on that, Mr. 
Chairman. 

Mr. Ketty. The figure is on page 101 of the justifications, Mr. 
Chairman. 

Mr. Tuomas. That is the only place it is in the record, on page 101, 
in that table. Of course, so far as the breakdown is concerned,the 
information is very, very meager. We might just as well go into that 
right here at this point. 


PAYMENTS IN LIEU OF TAXES 


You have an item for “Payment in lieu of taxes,’ $4,020,322 for 
1952 as against $1,417,713 for 1950 and $4,020,321 for 1951. 
What other items go to make up that $15 million? 


NONOPERATING EXPENSES 


Mr. Ecan. The total nonoperating expenses of the projects we 
estimate at $570,294. 

Mr. Ketiy. Nonoperating expenses consists of minor items of 
operating improvements, movement of household goods from one 
unit to another when a family is moved at the project’s request, and 
damages to property which occur. 

Mr. Puttuirs. Why do we pay for somebody’s moving expenses? 

Mr. Tuomas. Break down that figure of $570,294. That is quite 
a sizable sum of money. How do you arrive at that figure? 
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Mr. Keuty. I can insert that in the record, Mr. Thomas. I do 
have available with me a break-down of that figure. 
(The information is as follows:) 


SraTEMENT ON AmouNT oF $570,294 INCLUDED IN FiscaL YEAR 1952 BupceT 
, FOR ‘‘NONOPERATING EXPENSES” 


The fiscal year 1952 estimate of $570,294 for nonoperating expense at low-rent 
projects is comprised entirely of proposed operating improvements. The term 
“Operating improvement” includes improvements in the structures, equipment, 
grounds, or facilities comprising a project, installed to promote more efficient or 
economical operation. Some examples of operating improvements would be as 
follows: Purchase of office equipment, operating equipment, trucks, landscape 
work for the prevention of erosion, or weatherstripping, screens, etc. 

The record indicates ‘‘Moving expense’ has been included as an item of non- 
operating expense. This is in error. No amount has been estimated for moving 
expense for low-rent projects in 1952. Moving expense includes costs of move- 
ment of PHA-owned or tenants’ property between projects, from projects to 
warehouses (and vice versa). In the case of war housing projects it has included 
the moving of tenants’ property between units within the same project where 
such movement will permit consolidation of occupants in order to permit the 
relinquishment of entire buildings for disposition. As such, moving expense is 
usually applicable to the war-housing program, and only infrequently met on 
low-rent projects. 

Mr. Ketuiy. We arrived at that figure by compiling the budgets 
for all of the low-rent projects. 

Mr. Tuomas. Generally give us that statement again. You cannot 
put your finger on a complete justification or itemization, but generally 
what is it used for? 

Mr. Keuty. It consists of expenses incurred for damage to property, 
which is not covered by insurance. 

Mr. THomas. Damage to whose property? 

Mr. Ketuy. To the local authorities’ property. It also consists 
of any operating improvements which must be made, including such 
expenditures as would be required when the project does not have a 
bookkeeping machine or a cash register or a typewriter or an auto- 
mobile or a truck. They purchase these for the project. It is 
included in the nonoperating expenses. 

Mr. Tuomas. This comes under the expenses of operating the 
various public housing units by the various public housing authorities 
throughout the United States? 

Mr. Eaan. That is correct. 

Mr. Tuomas. Title to those properties is not in the Federal Govern- 
ment but is in each one of the various public housing authorities lo- 
cated in A, B, C, and D cities or towns throughout the country? 

Mr. Eaan. That is right, Sir. 

Mr. Tuomas. What authority in the act do you have for making 
that expenditure? 

Mr. Keutuy. The act stipulates that the local authority may include 
as operating expenses all the necessary expenses of operating the proj- 
ect, including the management expenses, repair, maintenance, replace- 
ment, and similar expenses. The Federal Government will make a 
contribution to the extent that the rental income is not sufficient to 
cover all the expenses including debt service. 

Mr. Tuomas. What else is included in that $570,000? You said 
something about moving household furniture. 

Mr. Keuiy. That is a minor item, but it is one of the accounts used. 
That is the movement of goods, including household goods, where the 
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tenant is moved at the request of the management from one unit to 
another. 

Mr. Tuomas. It is obvious that this $570,000 is only a small part 
of the total expenses of the various housing units for the purposes you 
have enumerated; is that correct? 

Mr. Ketuiy. That is correct, sir. 

Mr. Tomas. Just how do you arrive at a figure of $570,000? 

Mr. Ketty. Each year each local authority prepares a budget for 
its operation which covers anticipated income and its anticipated 
expenses. They break it down into these accounts with some detail 
backing it up. In order for us to prepare an estimate of the con- 
tributions we consolidate their estimates of income and expense to 
determine the extent to which the income will not be sufficient to 
cover the expenses and thereby determine the annual contribution 
requirements. 

Mr. Tuomas. What other items go to make up your $15 million? 
You have $4 million for payments in lieu of taxes, and you have 
$570,000 for nonoperating expenses, which you have just described. 
What items go to make up the other $9} million? 


ESTIMATED INCOME FROM PROJECTS 


Mr. Ketiy. The income from all these projects is anticipated to be 
$53,600,000. 

Mr. THomaAs. $53,682,903. 

Mr. Ketiy. Yes, sir. The expenses for operating the projects now 
in active management, including the taxes and nonoperating expenses 
we discussed, is estimated at $60,917,636. 

The difference, the amount by which the local authority expendi- 
tures exceed the local authority income, is estimated at $7,234,733, 
which is the estimate of the Federal contribution on the projects in 
active management. 

Mr. Gore. May I ask a question? 

Mr. Tuomas. Surely. 

Mr. Gore. Does the operation of this $60 million include the 
amortization of the project? 

Mr. Ke tty. Yes, sir. 

Mr. Tuomas. There is $20 million of debt service and a reserve of 
$2 million. 

Mr. Ketty. Yes, sir. 

Mr. Gore. In other words, from your statement here you take the 
local housing authority budgets, add up what they request, whatever 
it is, and come to the Congress with a request that we grant it? 
That is what your statement adds up to. 

Mr. Keury. If I made that statement I misstated it. This is a 
compilation of the budgets as approved by the PHA. 

Mr. Gore. That is what you said. 

Mr. Ketiy. These budget approvals frequently will differ from the 
budgets as submitted to the extent that the submission has any 
unapprovable or unreasonable items in it which, after discussion with 
the local authority, are removed. 
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GROWTH OF PROGRAM 


Mr. Tuomas. As time goes on and you build more units this con- 
tribution for 1952, which is $15 million, will grow to the extent that 
it will reach the sum of $336 million a vear; is that correct? 

Mr. Eaan. No; I do not think that is reallv a correct statement, 
Mr. Chairman. In all the experience we have had in the old program 
we have never used the total authorized by Congress, nor have we 
ever requested it. 

Mr. Tuomas. I mean, so far as the law is concerned and so far as 
the authorization is concerned, it could reach that figure of $336 
million? ' 

Mr. Ea@an. So far as the authorization is concerned: yes, sir. 

Mr. THomas. What do you think it will finally reach? 

Mr. Eean. I do not think it will reach anything over 80 percent of 
that a year. 

Mr. Tuomas. Eighty percent. That is a lot of money. 

Mr. Eaan. Our experience in the 10 years of the old program was 
that we never went over about 65 or 68 percent of the authorization 
described in the statute. 

Mr. Tuomas. Well, there is nothing you can do about the $2,009,270 
for the reserve. That is a fixed figure, is it not? 

Mr. Eean. Yes, sir. 

Mr. Tuomas. That figure will grow as you complete more units 
and spend more funds building the units? 

Mr. Ecan. That is correct, sir. 

Mr. Tuomas. The figure here for debt service will grow. What 
will be that final figure when you get all the new contemplated units 
completed under the 1949 program? 

For 1952 the figure is $20,320,935. That includes 75,000 new 
units you are going to build, plus the 140,000 built under the 1937 
program; is that correct? 

Mr. Ketiy. That is correct, the debt service amount will increase 
as the program is enlarged. 


EVENTUAL ANNUAL DEBT SERVICE COST 


Mr. Tuomas. What will that figure be when you get your entire 
units completed? 

Mr. Ecan. Over the 6-year period? 

Mr. Tuomas. Yes, sir. 

Mr. Eaan. Well, it depends upon what interest rate you use, the 
formula used in computing the debt service and what benefits we can 
get in financing these projects permanently, Mr. Chairman. 

In other words, that is based on the actual financing expense. In 
the old program, it is considerably less, percentagewise, than that now 
authorized in the statute for debt service. 

The debt service underlying the authorization in the statute is 
figured at 4% percent of development cost. Our rate of debt service 
on the permanently financed projects is much less than that. 
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I think we can submit for the record a breakdown on that for you, 
Mr. Chairman. I do not think I can compute at the moment what 
that will be over a 6-year period. 

(The information is as follows:) 


The financing plan used by PHA pursuant to the Housing Act of 1949 contem- 
plates that the contributions pledged as security for bonds will be equal to the 
debt service on the bonds. Therefore, when the entire program authorized by the 
act of 1949 is completed, the debt service on the entire program will be approxi- 
mately $336 million per year, or an amount equal to the maximum contributions 
authorized. The contributions actually paid will, of course, be very substantial], 
less than this amount due to the fact that the excess of rents over operating ex- 
penditures (excluding debt service) is applied to a reduction in the annual con- 


tributions. 

Mr. Tuomas. Let us put it in another concrete way, where you can 
see what the picture looks like. 

Let us say thai your estimate of 80 percent of the total authoriza- 
tion of $336 million will be somewhere nearer accurate. That means 
that in round figures the taxpayers will be called upon to contribute 
for the next 40 years roughly $300 million per year in the way of 
contributions to take care of how many units? 

Mr. Amis. Eight hundred and ten thousand plus about one hundred 
and ninety-two thousand units. 

Mr. Tuomas. How many would that be? 

Mr. Amis. Close to 1 million units. 

Mr. TxHomas. One million housing units. How much will that be 
per unit? That is about $30 per unit in the way of rent and main- 
tenance. 

Mr. Eaan. That is per month, is it not? 

Mr. Ke tty. Yes; a little under $30 per unit per month. 

Mr. Gore. In other words, you would subsidize each unit to the 
tune of about $15,000, at which time the local housing authority would 
have fee-simple title to the property? 

Mr. Eaean. That is right, sir. If we spend the full amount. 

Mr. Gore. If you spent 80 percent. 

Mr. Eaan. At 80 percent it would be considerably less than that. 

Mr. Gore. It might be cheaper just to build a house for these 
people and give it to them right off. 

Mr. Tuomas. The figure, roughly, is about $25a month. It is $300 
million per year for about 1 million units. That is about $25 a month. 

Certainly you cannot do anything about the two items here on this 
contribution for the reserve and your debt service. You can do some- 
thing on your payments in lieu of taxes and you can do something on 
your nonoperating expenses. 

What will this figure of $570,000 approximate when you get all your 
units under your new program built? 

Mr. Ketty. It will still average about the 34 cents per unit per 
month, Mr. Thomas. 


ESTIMATED INCOME, 1952 


Mr. Tuomas. This figure of your total income from these public 
housing projects is $53,682,903 for the fiscal year 1952. That is a 
figure which can vary up and down; is that correct? 

Mr. Ketty. Yes, sir. 





iblic 


is a 


987 


HOUSING FOR WAR WORKERS 


Mr. Tuomas. I read your justifications in regard to this program 
and your other programs. No less than a dozen times there are 
statements, particularly in your public housing program, to emphasize 
that priority would be given to the utilization of these new units to 
war workers. As a matter of fact, you state you would carefully 
reevaluate and rescreen your public housing program to the point 
that you would build these buildings in hot national defense areas 
where housing was badly needed. 

Mr. Eaan. That is correct, Mr. Chairman. 


RENTAL COST OF HOUSING 


Mr. THomas. You further reemphasized the statement that 
priority would be given to war workers? 

Mr. Eaan. That is correct. 

Mr. Tuomas. On the basis of that statement how did you arrive at 
that entire rent figure of $53,682,903 for the year 1952? 

What I am driving at is this: It certainly makes common sense 
that, if war workers live in these houses, they ought to pay the 
prevailing rent. 

Mr. Ea@an. That is correct. 

Mr. THomas. What I mean by the prevailing rent is that paid for 
the same or similar type or kind of quarters in the community. In 
other words, if a man has a nice apartment in one of these buildings 
and the prevailing rent is z dollars he certainly ought to pay it, 
because he is not qualified to live there under your formula as a low- 
income family or a family that needs help. On the basis of your 
figures of $53 million I am trying to get this definite information. 
Is that figure of $53-million-plus based upon the rents that these 
poor families will pay, or it is based to some degree upon the rents 
that the war workers will pay? 

Mr. Eean. It is based on the low rent that the subsidized family 
will pay, Mr. Chairman. 

Mr. Tuomas. You further say your income for 1952 will greatly 
exceed this $53,682,000 in view of the fact that you are going to build 
75,000 units and in view of the fact that priority will be given to war 
workers in those units. 

Mr. Ea@an. Possibly so. 

Mr. THomas. What is the difference now between the subsidized 
rent in any community and the prevailing rent for the same or similar 
type quarters that private industry charges? 

Mr. Eean. I can answer that in this way. Under the statute we 
are required to hold our rent to a minimum of 20 percent below the 
lowest rent that private enterprise is offering houses in the community 
for. Actually, we are setting rents at considerably less. 

Mr. Tuomas. How much less? 

Mr. Eaan. Forty to sixty percent less. 

Mr. Tuomas. It is nearer 65; is it not? 

Mr. Eean. That is right. 

Mr. Tuomas. So that on these 75,000 units, certainly you can 


increase that rent 65 to 70 percent over and above what you calculate 
for 1952? 
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Mr. Ecan. It would be higher, certainly, to the extent that defense 
workers not of low income are housed. 

Mr. Tuomas. In round figures, how much would that be over and 
above the $53 million you have set up? 

Mr. Ecan. I could give you a figure on that if we really knew where 
the defense areas were located and what the numbers of units are in 
those areas. One of the reasons why we submitted this, as we have, 
based on the rents for low-income families is the fact that we have not 
as yet known exactly where these defense areas will be. 

Mr. Tuomas. I appreciate that fact because, in fact, the bill is not 
yet through Congress giving the President authority to define national 
defense areas. 

Mr. Eean. That is right. 

Mr. Anprews. What agency of the Government will make the 
determination as to whether or not an area is a defense area? 

Mr. Eaan. I really do not know. There is no designation as yet. 
I presume it will be handled under Mr. Wilson sooner or later. I am 
not sure. 

Mr. Tuomas. I imagine so. What puzzled me in working over this 
budget with that thought in mind—and that is exactly what I antic- 
ipated you would say, because that is the practical thing to do, and 
you gentlemen are certainly practical men—was how do you arrive 
at your cost here on preconstruction, since you do not know where 
you are going to build these houses, and you certainly cannot go out 
and lay your plans, and so forth. 

Mr. Eaan. We have made allocations on the basis of distributing 
the 75,000 units in maintaining the civilian economy along with the 


reduced amount that is prescribed under the total figure of 850,000 
units, for both public and private. . 


NUMBER AND LOCATION OF UNITS UNDER CONSTRUCTION 


Mr. THomas. How many of those units have you actually started 
as of today? 

Mr. Eaan. Under construction? 

Mr. Tuomas. Yes. 

Mr. Eaan. 34,000-o0dd. 

Mr. THomas. Whereabouts are they located? 

Mr. Eaan. I can submit a list. 

Mr. Tuomas. Can anybody detail it from memory, as to what cities? 

Mr. Ke.tuiy. There are about 164 projects. 

Mr. Tuomas. In 164 different cities? 

Mr. Keuuiy. No; that is less than 164 cities. 

Mr. Tuomas. How many less? 

Mr. Ketiy. I would venture a guess of about 120 cities. 

Mr. Puiuurrs. May we have that list put in the record? 

Mr. Eaan. Yes. 

(The list is as follows:) 
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Construction has been started on the following projects 





Site and location Project No. 


Puerto Rico: 
Aibonito 
Arecibo 
Bayamon 
Caguet......+.- 
Carolina si 
San Juan_-_---- f 
Those cchs--s...-.2.-) PROS. 
Do ...-| PR-2-9-2. 
Do. ...---- | PR-2-9-3. 
Connecticut: | 
Bridgeport - - - -- . Conn-1-5 
Do pat Conn-1-6 
Massachusetts: 
DS 3 sien - 
Worcester - - .-- 
Rhode Island: 
Providence 
OO ek we 
New Jersey: 
Atlantic City 
Bayonne. - ---- 


| PR-3-20_. 
PR-3-18 
PR-3-17 


| PR-3-25 


Mass-2-6 


Jersey City 
Mat ot eee 
Long Branch. -..-......--| 
New Brunswick ___-____- 
Patterson 
Perth Amboy 
Phillipsburg 
West New York 
Do fs 
Woodbridge 
New York: 
New York City-- 
Do 
a 
Do_. 
Pennsylvania: 
Ambridge. ----- é 
Bethlehem - - --._-- 
Farrell 
McKeesport 
Scranton _ - 
Michigan: 
Benton Harbor.- Mich-10-1 
Detroit Plant I__. n Mich-1-7 
Do raised Be Mich-1I-8 
River Rouge | Mich-S-1 
Do : Mich-8-2 
Kentucky: 
Louisville... - ? 
Owensboro F Ky-#+1 
Do “ane .-.-| Ky-9-2 
North Carolina: 
Asheville i. | 
Do eal NC-7-3._. 
Concord A | NC-8-1 
Do _..| NC-8-2 
Fayetteville..............] N 
NS Re ee 


Wilmington 

Winston-Salem. __. 
Virginia: Norfolk 
Alabama: 

Birmingham 

Dothan we 

Fort Payne 

Gadsden 

Do 


Montgomery -- 
Selma 


PR-3-19_ __- 
PR-2-3-1B - 


{| - 


| Num- || 


| ber of || 


ur 


| Mass-12-1 - 


Site and location 


1its 


160 


444 | 


496 


256 


196 || 


ono | 


“ve 


882 || 
744 | 


556 


504 || 
ORO |} 


508 
600 


278 | 


119 | 
164 i 


118 
115 


59S 


9s 
462 


60 | 


100 


200 | 


246 
252 
150 

36 


4 


150 | 


440 


, 595 


, 185 


2, 039 | 


| Katie. 


| NC-7-2.....| 


100 
400 


100 | 


198 
240 


94 


462 | 


174 


48 | 
52 | 


650 
124 


ro | 


ve 


96 | 


262 


46 | 
46 | 
180 | 
138 |} 


137 
178 

72 
250 
178 
428 


500 | 
92 | 


50 
160 
220 
170 


40 | 


216 
216 


|| Florida: 
1} Daytona Beach 
| Raiser 
1| Lakeland 
Orlando. 
Do... 
Sanford. _._.--- 
Tampa. _- 
Do 
Do 
Georgia: 
Albany 
Americus 
Do. 
Cedartown 
Do 
Do 
Columbus 
Do 
Eastpoint 
Do 
Fitzgerald 


Moultrie 
Do 
Rome 
Thomasville 
Do ‘ 
Waynesboro 
Do 
Mississippi: 
Brookhaven 
Clarksdale 
McComb City 
South Carolina: 
Aiken 
Do 
Spartanburg 
do 
Tennessee: 
Chattanooga 
Jackson 
Kingsport. _- 
Knoxville 
Do 
Memphis 
Union City 
Arkansas: 
Blytheville 
Fort Smith _- 
Little Rock 
Do 
Do 
North Little Rock 
Colorado: 
Denver 
Do 
Louisiana: 
Lafavette 
Do 
Monroe 
Do TUOESS 
Shreveport 
BIOL wawae 
Texas: 
Bonham ; 
Brownsville . - 
Do 
Canyon 
ia insti 
Corpus Christi 
Del Rio 
Dublin 
Eagle Pass 
Pitts>urg 


i? Nn? Be? Bi? Bi? Ba? Bi? Be? 


7 
| Miss-3 
| SC- 
| 8C-7- 
i SC-3-; 


| Ark-5- 
| Ark-3-: 


|Num- 
Project No. | ber of 
| units 


ZI 


3 


2] 


Ga-66-1__. 
Ga-66-2____- 
Ga-60- 1 


| Ga-60-2___- 


Ga-5-3 


| Ga-24-1_- 


Ga-24-2_- 


| Ga-86-1 


Ga-86-2 


Miss—60)-1 
Miss 


> 
2 
3 


SC- 


Tenn—4 


| Tenn-7 


3 
3 
Tenn-6-3 
Tenn-3-4 
Tenn-3-5 
Tenn-1I-5 
Tenn-9-2 


w 


Ark~ 
Ark- 


_ 


nono wR 


noe 


yt 
+ 
~ 

! 


| Colo-1-6 
| Colo-1-7 


| La-5-1 


La-5-2 


| La-6-I 
| La-f-2 


La-2-1 


| La-2-2 


| Tex-38-1 


Tex-7-5 
Tex-21-1_. 
Tex-45-1 
Tex-42-1 


| Tex-8-5 200 


Tex-16-1_- 126 
Tex-47-1____| 5O 
Tex-19-1___- 46 
Tex-—49-1__ 30 
Tex-49-2___. 30 


__| Pex-43-1._-.| 50 
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Construction has been started on the following prejects—Continued 





Site and location | Project No. | ber of | Site and location 


| Num- 
| units 








} 
Texas—Continued | || California: 
San Benito | Tex-25-1-.-- 100 |) 
Wichita Falls__..........- |} Tex-22-1....] 150 |} 
Illinois: i] 
Champaign 70 |! 
D 70 || 
210 || San Francisco. -_...... : 
) oneld 90 |) seek SES 
Granite City. ___- ..--| IN-5-2_...-..| 300 || cee : 
Sterling-Rock Falls area__| []-32-1_____- 125 | Te 
Minnesota: i| Hil . 
Minn-1-1 512 | i eee : 
Do Minn-1-2_- 320 Idaho: Nampa 
Missouri: St. Louis. ........-- Mo-1-3.....| 704 || Washington: Everett 
Nebraska: } 





Neb-1-3.....| 225 || Total units._..__...___- 
Neb-I-4....-| 175 || 
Wisc-2-2....| 726 || 








| 








Mr. Tuomas. Would you hazard a guess as to how much increase 
you can get out of those 75,000 units in 1952 over what your budget 
estimate calls for on the basis of the prevailing rent for the same or 
similar type of house that a war worker would occupy or pay for if it 
were not for those houses? I understand that is a guess, but would you 
hazard a guess? 

Mr. Eaean. In other words, how much difference there would be in 
this rent as submitted here as against the rent for comparable accom- 
modations in the locality? 

Mr. Tuomas. For war workers. 

Mr. Eaan. And totaling that difference? 

Mr. Tuomas. That is right. You are two jumps ahead of me. 

Mr. Eagan. I would like to try to do that for you, but I cannot do 
it here. I would like to submit that for the record. 

(The information is as follows:) 


The 75,000 units under discussion represent the 1952 construction program 
rather than management. Estimated rental income for 1952, accordingly, would 
not be affected by the question of prevailing rents versus subsidized rents. Rental 
income in subsequent years—not affecting the budget—would, of course, be affected. 

Although the question does not strictly cover projects completed or to be com- 
pleted during the current year (i. e., excluding the 75,000), it may be noted that 
such income would be increased only to the extent that projects were to be con- 
verted to Public Law 671, and defense workers admitted at income and rent 
levels higher than those permitted under the low-rent program. There is no basis 
at the present time for making such an estimate. 

It should also be pointed out that the estimate of income for 1952 is not based 
on project operations during the fiscal year, but on operations during the project 
fiscal years as to which annual contributions will be payable in fiscal 1952. Some 
considerable part therefore relates to periods already completed, and much of the 
remainder to the remaining months of the current fiscal year. The outcome of 
which can hardly be much affected by future changes in occupancy requirements 
or rents. 


RENTAL PAYMENTS BY WAR WORKERS 


Mr. Tuomas. Would there be any objection to writing a provision 
in this bill to the effect that in times during this emergency where 
those units are occupied by war workers they will pay the prevailing 


rent in that locality for the same or a similar type of house? 
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Mr. Eaan. In defense areas? 
Mr. Tuomas. That is right. 


























Num Mr. Ea@an. No. As a matter of fact, we have a statute under 
ite which we operated during World War II, Public Law 671, enacted 
—— in 1940, which permitted us to take in families who were not of low 
income. 
oo Mr. Tuomas. That is under the Lanham Act? 
0 @ Mr. Eean. No. Excuse me—— 
6 w Mr. Tomas. That is the act directing you to transfer these 
yO houses to the Public Housing Authority after the emergency is over? 
a4 Mr. E@an. No. Excuse me again. It is a separate act that per- 
" @ mitted us to use funds authorized originally under the United States 
> 2 Housing Act to construct projects or to assist local authorities to con- 
3 e struct projects and it gave certain waivers to the United States 
— Ff Housing Act which permitted us to take in higher income people. 
ps In those cases we established comparable rents in each such com- 
4 munity and registered them with OPA at the time. 
— ; Mr. THomas. They paid the OPA rent? 
ies a Mr. Eaan. They paid the OPA rent; yes. Ae 
iget 4 Mr. Tomas. On a new house, new quarters, of the same or similar 
cor ff type that it would cost to construct by private industry? 
tit & Mr. Eean. That is right. baer. 
 @ Mr. THomas. There would not be any objection, then, to putting 
y E a provision in this bill? 
in 3 Mr. Eaan. No. _ 
on fe Mr. Puituirs. Why confine it to defense areas; why should not 
J E they charge comparable rents in any area? 
q Mr. Egan. Then you would not be reaching families of low income 
E in those areas. 
4 Mr. Tuomas. The assumption is if they are war workers, regardless 
‘tdo & of the fact 
a Mr. Eaan. If they are war workers; yes. 
4 Mr. Tuomas. Regardless of whether it has been declared a defense 
2 area or not. 
_ 3 Mr. Egan. That is right—if they are war workers. _ 
eal ~~» ~ Mr. Tuomas. Conceivably you will have industry in a town that 
fected. | is not declared a defense area; yet there is some industry there doing 
-com- (a war job. 
dthat — Mr. Amis. Might I make one comment on that? Those projects 
econ- | : , aii ; J 
com i are owned by those local housing authorities organized under State 
Shasis laws, and they are also subject to State laws, and there are only a few 
of the States that now have in effect adequate legislation to permit 
based § that. Back in 1940, 1941, and 1942 they passed such legislation, but 
a. “} most of it has lapsed. There are quite a number of them that have 
of the = such legislation under consideration in their State legislatures. 
me of | Mr. Tuomas. What do you mean “legislation permitting that’’? 
ments @ You say some States do not have legislation permitting that. You 
-¥ mean to charge comparable rents? 
a Mr. Amis. That is right—permitting war workers, as distinguished 
— if from low-income families. And to put an absolute limitation in the 
Vision | Federal law now would handicap operations in many States. 
5 Mr. Tuomas. I do not think it is too violent an assumption on the 


part of the Federal Government, since that house or that unit came 
into existence by virtue of what—local funds or Federal funds? 
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Mr. Amis. It comes into existence by virtue of a pledge of the 
Federal credit. There is no question about that. They borrow 
money from private lenders, but it is on the strength of a pledge of this 
annual contribution which, after all, is a pledge of the Federal credit. 

Mr. Puriuirps. Why should we try to guess what the State is going 
to do or should do? Why should not we do what we think is desirable 
and let the State follow with the necessary legislation? 

Mr. Tuomas. That is exactly the point, Mr. Phillips. In other 
words, the units come into existence by virtue of the Federal credit or 
Federal funds; therefore, the Federal Government ought to be in a 
position to keep some strings on whether or not those buildings are 
virtually going to be paid for. 


PAYMENT OF TENANTS’ MOVING EXPENSES 


Mr. Gore. And instead of doing so, we find ourselves in the unusual 
position of the Federal Treasury even paying the moving expenses of 
certain tenants. 

Mr. Puiuurrs. I still do not understand that. 

Mr. Ecan. Let me give you an example of that. A family moves 
into a one-bedroom unit; then the family increases, and they have to 
have an additional bedroom, and the management forces them out of 
the one-bedroom unit into a two-bedroom unit. They still could 
crowd into the one-bedroom unit—that is, if you want to consider 
living with a sizable family in a one-bedroom unit—but in order to 
get them to move into larger quarters, they do pay their moving 
expenses. Most of that expense or a lot of it is done by project 
employees, and it is not a sizable item. 

Mr. Patuures. Under what authority do you do that; under what 
authority do you move somebody at Government expense? 

Mr. Eean. It is part of the operating cost of the project. That 
is considered as a legitimate charge when the management forces 
them to move into.new quarters. 

Mr. Gore. Most ordinary citizens who have the blessed event of 
having children in their homes and who want and need better housing 
conditions pay for their own expenses of moving and are glad to get 
better accommodation. 

Mr. Ecan. Well, these are subsidized families from the beginning. 


PERSONAL SERVICES FOR AGENCY 


Mr. Tuomas. If you do not mind, let me consolidate this, and let 
us look at the personnel cost for the Housing Administration. For this 
operation you charged in the way of personnel cost to this one opera- 
tion in 1950 for the field offices and the central office a total of 2,498 
positions. Is that correct? 

Mr. Eaan. Yes, sir. 

Mr. Tuomas. For 1951 that is 2,494, and for 1952 that jumps up to 
2,638. Is that correct? 

Mr. Ke tty. Yes, sir. 

Mr. Tuomas. Of which 1,552 are in the field, leaving approxi- 
mately 1,100 in the central office. Is that correct? 
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Mr. Wooren. One thousand and eighty-six in the central office. 

Mr. Tuomas. Now, looking at the use of the 1,086 in the central 
office, which is an increase of some 12 over 1951, let us look at the 
staff offices on page 21, which call for 39.6, which is 40 jobs, for 1952 
as against 40 for 1951. In the staff offices, the office of the Commis- 
sioner has 6; office of the First Assistant Commissioner, 3; Labor 
Relations Branch, 12; Racial Relations, 7; and Information Branch 12. 


BREAKDOWN OF EMPLOYMENT BY OFFICES, 1950—52 
At this point we will insert page 20 and the table on page 18 in the 


record. 
(The matter above referred to is as follows:) 


802083—51—pt. 2 
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Mr. Tuomas. Do you have a Labor Relations Branch in each one 
of the branch offices; do you have a Racial Relations Branch in each 
one of the 12 branch offices, and also an Information Branch in each 
one of the 12 branch offices? If so, how many employees are there in 
each one of those branches in the 12 field offices? 

Mr. Amis. Pages 58 and 59 pick up the field offices and give the 
breakdown beginning at page 59, with the Boston field office. 

Mr. Eaan. Racial Relations has 7 in the central office and 22 in 
the field, a total of 29. 

Mr. Tuomas. That is 29 in Racial Relations? 

Mr. Keuuiy. That is right. 

Mr. Tuomas. How many in Labor Relations? 

Mr. Ketiy. We have 12 in the central office and 25 in the field, 
making a total of 37. 

Mr. Tuomas. In your Information Branch you have 12 in the 
District of Columbia and how many in the field? 

Mr. Ketiy. We have a part-time position in each of the field offices, 
which if counted as 11 full positions would give a total of 23. 

Mr. Puitures. Why should the Housing Authority have a staff 
like that on Labor Relations? 

Mr. Tuomas. The question is, Mr. Phillips, since the title is in the 
housing authorities for the various cities and towns, how many do the 
various local housing authorities have for the same purposes? If the 
Federal Government has 37 for Labor Relations, 29 for Racial Re- 
lations, and 23 for the Information Service, how many do the local 
housing authorities have, and how many local housing authorities do 
you have now throughout the United States, and how many do you 
contemplate having in 1952? 


WORK OF LOCAL HOUSING AUTHORITIES 


Mr. Ke.ty. Altogether there are 985 local authorities legally in 
existence. There are 680 now participating in one or more of these 
programs at this time. 

Mr. Tuomas. How many do you intend to have in 1952; how many 
do you estimate? 

Mr. Keuty. I would estimate about 740 will have active programs. 

Mr. Tuomas. You have 985 housing authorities throughout the 
United States. How many of them do you say are active? 

Mr. Keuty. Six hundred and eighty. 

Mr. Tuomas. That means the difference between 680 and 985 do 
not have any housing units? 

Mr. Ketry. That is right. 

Mr. Tuomas. Do you anticipate that figure of 680 will increase? 

Mr. Ketty. Yes, sir. 

Mr. Tuomas. How many? 

Mr. Ke tty. I estimate 740 by the end of 1952. 

Mr. Tuomas. Now, in those 740 separate and. distinct local units 
known as housing authorities, how many people will they have engaged 
in Labor Relations, Racial Relations, and Information Service? 

Mr. Eaan. You mean how many positions as such? 

Mr. Tuomas. Yes. 
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Mr. Eean. I do not think any of them have any positions. I am 
certain none of them have any labor relations and racial relations 
positions as such. 

Mr. Tuomas. If the title is in the local authorities, why should the 
Federal Government go in and pay the expense of doing things? 


LABOR RELATIONS WORK IN DETERMINATION OF PREVAILING WAGES 
FOR CONSTRUCTION WORK 


Mr. Eaan. We have certain obligations under the statute. In 
Labor Relations, we have to obtain a determination of the prevailing 
wages from the Secretary of Labor on both construction labor and 
mechanics. 

Mr. Tuomas. Do you have that obligation, or is not that under the 
Walsh-Healey Act and the other acts on the Labor Department to do 
that job? 

Mr. Ecan. We have to obtain their determinations and then have 
to assure compliance. 

Mr. THomas. You can get that determination by a telephone call 
or a letter to the Labor Department. 

Mr. Eean. I do not know whether they have actually issued regu- 
lations, but I know they are about to issue regulations insisting that 
we even check the payrolls. 

Mr. Amis. Labor Relations does handle the determination of the 
prevailing wages of the maintenance force of the local authorities. 
That is not under the Labor Department. The mechanics and laborers 
in the development and construction of those projects—— 

Mr. THomas. Which act is that? 

Mr. Amis. That is under the Davis-Bacon Act, which is in the 
Department of Labor. 

Mr. Tuomas. And it is their duty. 

Mr. Amis. For the determination of the wage, but it is our obliga- 
tion to insure compliance both under the Davis-Bacon determination 
and—— 

Mr. Tuomas. Where in the act does that authority rest upon your 
shoulders? I thought that was in the Department of Labor. 

Mr. Amis. No, sir. In section 1602 of the United States Housing 
Act as amended. 

Mr. THomas. Read that, if you do not mind. 

Mr. Amis (reading): 

Any contract for loans, annual contributions, capital grants, sale, or lease 
pursuant to this act shall contain a provision requiring that not less than the 
salaries or wages prevailing in the locality, as determined or adopted subsequent 
to the determination under applicable State or local law by the Authority— 


that is the PHA— 


shall be paid to all architects, technical engineers, draftsmen, and technicians 
employed in the development and to all maintenance laborers and mechanics 
employed in the administration of the low-rent housing or slum-clearance project 
involved, and shall also contain a provision that not less than the wages prevailing 
in the locality as predetermined by the Secretary of Labor pursuant to the Davis- 
Bacon Act shall be paid to all laborers and mechanics employed in the develop- 
ment of the project involved, and the Authority shall require certification as to 
the compliance with the provisions of this paragraph prior to making any payment 
under such contract. 
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That means that the determination of the wage to be paid laborers 
and mechanics in the construction is determined by the Secretary of 
Labor, but the payment of the prevailing wages to all laborers and 
mechanics in the maintenance of these projects, as well as architects, 
a and so forth, in the development is determined by our staff. 

Mr. Tuomas. Wait a minute now. You are reading something into 
the act that I do not think is there. 

Mr. Putuuips. Let the witness point out where that is in the act. 

Mr. THomas. What this act does—and it certainly appears to me 
this is a reasonable interpretation of it—is just to place in the Davis- 
Bacon Act these areas and make them a part of the Davis-Bacon Act. 

Mr. Amis. No. 

Mr. Tuomas. And then it says you have to certify to the Depart- 
ment of Labor. Then the responsibility for enforcement of the 
Davis-Bacon Act is certainly not yours; it is the Department of 
Labor’s. 

Mr. Amis. That is not the way we read the statute, Mr. Thomas. 
It says “contain a provision.” That is, these contracts we have with 
local housing authorities shall contain a provision. 

Mr. Tuomas. You said you must certify to the Department of 
Labor that these contracts contain that provision. It is talking about 
certification to the Department of Labor. 

Mr. Amis. No. The certification there is that we must require the 
local housing authority to certify to us that they have complied with 
this requirement and that the prevailing wages have been paid as a 
condition prerequisite to our making any advance under the contract. 

Mr. Tuomas. Where do you get that interpretation? It is all 
dealing with certification to the Department of Labor. 


Mr. Amis. The last sentence dealing with certification says: 
and the Authority— 
that is the Public Housing Administration— 


shall require certification as to compliance as to the provisions of this paragraph 
prior to making any payments under such contract. 


That contract they refer to is the contract to make loans and annual 
contributions to local housing authorities. 

Mr. Tuomas. Suppose they contract with you and there has been a 
violation. Then what would you do? 

Mr. Amis. We would hold up payment to the local housing 
authority under any loan contract until there was compliance. 

Mr. THomas. You would not turn it over to the Department of 
Labor to enforce it? 

Mr. Amis. No, sir. We would feel it was our obligation. 

Mr. Purturps. Even then, the obligation rests on the local housing 
authority and not on you, and where is there any justification under 
the act for you to carry a personnel group of this nature when, as 
the chairman (Mr. Thomas) said a moment ago, a letter is adequate to 
get the information? 

Mr. Amis. A letter might be adequate to get from the Department 
of Labor a determination of what the prevailing wages for particular 
classes of labor in a particular locality are, but we then require that 
the local housing authority incorporate those wage rates in their 
eonstruction contracts for the construction of these projects. 

Mr. Puiuurps. That is all right. 
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Mr. Amis. And then the Labor Department itself is requiring that 
we get payrolls and audit them; that we do not depend solely upon 
the certificate of the local housing authority but that we do the audit 
and enforcement job. 

Mr. Puriures. What you are saying is that the Labor Department 

has gone beyond the authorization in your act and is requiring you 
to do certain things which Congress did not authorize or instruct 
you to do. 
’ Mr. Amis. They will require that under Reorganization Plan No. 
14 of 1950, which authorizes and directs the Secretary of Labor to 
prescribe uniform standards, regulations, and procedures for the 
enforcement of this act, the Davis-Bacon Act and the five other 
Federal statutes dealing with prevailing wages. 


WORK OF INFORMATION BRANCH 


Mr. Tuomas. What about your Information Branch of 12? What 
type of information do they put out here in the District of Columbia 
in your central office? 

Mr. Ee@an. Here is a summary I might submit for the record. It 
is an agency point of contact with representatives of the press, radio, 
and others to keep the public informed on PHA activities, aims, and 
programs. 

Mr. THomas. You need 12 people to do that. That was advertised 
back in the districts, and you have 10 times as many applications 
for each local housing authority as you have units. What is the 
common sense of that? 

Mr. E@an. They also handle all mail that comes from the Congress 
and have to see that it is answered and the proper information is 
gotten together. 

Mr. Gorse. What does your secretary do when mail comes to you? 
Why does not your own secretarial force handle Congressmen’s mail? 

Mr. Eaan. The mail gets pretty heavy at certain times. 

Mr. Gore. Did you authorize the anonymous campaigns being 
advertised again at Government expense? 

Mr. Ecan. I do not think so. 

Mr. Gore. Well, you did not think so the last time, but we found 
that was the case. 

Mr. Eean. But in checking into that particular document you 
discussed with me last year, I found there were no Federal funds that 
went into that. It was paid for out of funds of the city of New York 
by their housing authority. 

Mr. Gore. But you reimbursed the losses of the housing authority. 

Mr. Ea@an. No; not under State programs and city programs. 
They have a State and city program in New York City, a substantial 
program. 

Mr. Puriuips. You mean we did not put any Federal money into 
that program? 

Mr. Eean. Not into that document. 

Mr. Puriurps. Not the document—into the program. 

Mr. Eaan. We pay nothing under the State and city program in 
New York City. 

Mr. Gore. Well, we had examples of elaborate publications from 
other than New York City. 
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Mr. Eacan. Yes. You mentioned some of them to me. 

Mr. Gore. In fact, we had a table full of them, printed on slick 
paper, with expensive photographs, and it is in the budgets you 
es yet you also deny these people are advertising. 

fr. Ecan. No; they are not advertising. We get requests for 
information on many, many programs from members of State legis- 
latures, governors, and mayors, and all of that has to be handled and 
the facts given. 

Mr. Purturps. You have an average salary for that branch of 
$6,000 a year. If all these people are doing is answering inquiries on 
the operations, a minor executive or a high-class stenographer is 
what you want; is it not? 

(No response.) 

IMPOUNDED FUNDS, 1951 


Mr. Tuomas. At this point, let me put one general fact in this 
detailed discussion, and I will get some more details in a minute. 
If my memory serves me correctly, the budget impounded $300,000 of 
your 1951 funds. Is that correct? 

Mr. Ketry. That is correct. 

Mr. THomas. What part of that $300,000 was charged against 
program No. 1, namely, public housing? 

Mr. Ketty. I do not know. It was a decrease in the total funds 
available for administrative expenses. 

Mr. THomas. What part of that $300,000 was charged against this 
public housing program? I mean how did you allocate that cut of 
$300,000? 

Mr. Wooten. The $300,000 was impounded from the funds that 
were appropriated and not from the authorization to use receipts. It 
all came from the appropriation. The appropriation was made for this 
program; so by that line of reasoning, you would say it came from the 
low-rent housing program. 

Mr. Eaan. I would say the whole $300,000 came from the low-rent 
program. 

INCREASE IN PERSONNEL COST, 1952 


Mr. Tuomas. So, for all practical purposes, for this public housing 
program, you want 2,638 jobs which is an increase of 178 jobs over 
1951, and the total cash outlay for personnel cost, which does not 
include other objects, for 1952 you want $12,728,700, which is an 
increase of about $1,600,000 over 1951. Is that correct? 

Mr. Keury. $1,100,000. 

Mr. Tuomas. If you are going to charge the $300,000 impounded 
against this program, it will be a $1,600,000 increase for personnel 
cost alone. 

Mr. Kewtiy. The $11,672,582 is after the $300,000 has been 
deducted. 

Mr. Tuomas. Are you sure about that? 

Mr. Ketty. Yes, sir. If you will look on page 19, you will see it 
comes out to a total of $14,724,000, and it then shows the $300,000. 

Mr. Tuomas. I see where it is shown, but it is not quite clear to me. 
Are you positive this figure of $11,000,000 excludes the $300,000? 

Mr. Wooren. It excludes it. 

Mr. Tuomas. In other words, it was about $12,030,000 before that 
was taken out? 
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Mr. Wooten. That is right. 

Mr. Tuomas. If that is true, your increase for personnel costs alone 
for this program for 1952 is $1,300,000 over 1951. Is that correct? 

Mr. Ketuy. I make it a little less than $1,100,000. 

Mr. Tuomas. All right. Cail it $1,100,000. 1 have $1,300,000 
plus. That includes the $300,000 impounded, so that we will take 
vour figure of $1,100,000 on the theory that you are accurate in saying 
this 1951 figure of $11,672,582 shows a deduction of the $300,000. 

Mr. Ketty. Yes, sir. 


LEGAL DIVISION EMPLOYEES 


Mr. Tuomas. Going back to your detail here, let us look at your 
Legal Division at page 24. You have 60 lawyers for 1951 and 60 
lawyers for 1952 in the District of Columbia. How many do you 
have in the field? 

Mr. Kuiiy. One hundred and two professional legal positions in 
the field offices, and 66 clerical positions—a total of 168 in the 12 
different field offices. 

Mr. Tuomas. That makes a total of how many? 

Mr. Ketiy. Two hundred twenty-eight positions, including clerical. 

Mr. THomas. What was that figure for the field for 1952? 

Mr. Kextiy. One hundred and two professional positions and 66 
clerical, making a total of 168. 

Mr. Tuomas. How many did you have in 1951? 

Mr. Keuriy. One hundred thirty-three. 

Mr. Tuomas. Well, you are stepping it up sizably; are you not— 
about 35 positions? 

Mr. Kxtuy. Yes, sir. 

Mr. Eean. That is primarily because we expect to put quite a few 
projects into permanent financing in this period, and we need those 
lawyers for that. 

Mr. Toomas. How many lawyers do the local housing authorities 
have? 

Mr. Ee@an. I think most of them operate, on the basis of engaging 
legal services on a part-time basis or on a retainer. 


FUNCTION OF LEGAL DIVISION IN THE FIELD 


Mr. Tuomas. What is the function of the Legal Division in the 
field? 

Mr. Eaan. Do you want to answer that, Mr. Amis? 

Mr. Amis. They examine all of the applications for loans for the 
final legality of the organization of the local authority, and the 
legality of all such matters as cooperation agreements between the 
local authority and the local governing body, which is a condition to 
our entering into contracts, and then when we get into the construction 
phase they review the construction contract documents and material 
of that kind. 

Mr. Tuomas. Then in your remodeling program they have to pass 
on the loans, and then in anything other than promotion work they 
have a good many problems in each one of your five programs? 

Mr. Amis. Yes, sir. 
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WORK OF LEGAL DIVISION IN DISTRICT OF COLUMBIA 


Mr. THomas. What do your 60 men do here in the District of Co- 
lumbia after that work is done in the field? 

Mr. Amis. They review on a spot-check basis the work of the fie|:| 
offices. And there is a certain amount of it that comes in here an 
has to be handled here. 

Mr. Tuomas. There certainly ought to be more than a spot-check 
basis, because you have 168 employees in the field, with 60 in the Dis- 
trict. For every three that you have in the field you have one here 
in the District of Columbia. 

Mr. Amis. We also advise the Commissioner and his staff on gen- 
eral legal questions, and we draft the standard forms of the documents 
and pass on procedures of all kinds. 

Mr. Tuomas. Well, when you get that standard form drafted you 
do not have to change that every 30 days. 

Mr. Amis. No, sir, we do not have to change it every 30 days, Mr. 
Thomas, but a certain amount of continuing revision 1s necessary. 

Mr. Tuomas. Just what we have in mind is cutting down this figure 
in the District of Columbia to 30. Can you get along with that 
number? 

Mr. Amis. No, sir; we cannot. 

Mr. THomas. What would you say you can get along with? 

Mr. Amis. We put this figure in as our real estimate of what it will 
take to do the job. I do not believe we could do an adequate job with 
any less than this number. 


SALARY SCALE OF LEGAL DIVISION 


Mr. THomas. Where is your salary scale for your Legal Division in 
the field? Where is that big table? ‘All right, now, I am looking at 
the Atlanta field office here, where you have 170 positions. Now, how 
many lawyers do you have there? 

Mr. Amis. We have a budget of 26. 

Mr. THomas. Lawyers? 

Mr. Amis. That is the total number, both professional and clerical. 

Mr. THomas. How many professional employees are there cut of 
the 26? 

Mr. Amis. I do not have that breakdown. Do you have it, Mr. 
Kelly? . 

Mr. Ketuy. No, I do not have it broken down as between clerical 
and professional. 

Mr. Tuomas. What are the salaries of the professional people? 

Mr. Puruuies. Mr. Chairman, would it not average about the same 
in the various offices proportionately? 

Mr. Amis. It probably would, on the average. 

Mr. Tuomas. The civil service qualifications are the same, are they 
not? 

Mr. Puituips. No, I mean the number of professional people and 
clerical workers. 

Mr. Amis. I would judge it would be about 60 and 40 percent. 

Mr. Ketty. I do not have a breakdown of the professional staff in 
the green sheets, Mr. Thomas. 

Mr. Tuomas. Well, you will know approximately. 
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Mr. Ketty. The breakdown? 

Mr. Tuomas. Yes. 

Mr. Ketry. The over-all figure in the field offices is 102 professional 
and 66 clerical. 

Mr. Tuomas. I am er re about the salaries of your professional 
people in your jig gawe offices. 

Mr. Amis. recall it, the top man is a grade GS-14, and I do 
not recall what the salary is. In the large field offices there will be 
an assistant field counsel, grade GS-13. 

Mr. Tuomas. Yes. 

Mr. Amis. Many of them will not have that, but in the larger ones 
they will. Then there are a number, I would judge, about 2 at grade 

12 and below that. 

Mr. Puriures. Off the record. 

(Discussion off the record.) 

(The following was later supplied for the record :) 


Legal staff of a typical field office, proposed at June 30, 1952 





Grade 














ADMINISTRATIVE AND FISCAL DIVISION 


Mr. Tuomas. I note the office service branch on page 31, and then 
[ see on page 29 there is an overlapping between your Fiscal Branch 
and your Office Services Branch. Under Offices Services Branch 
here you say: 

This branch provides common services for all organizational units head- 
quartered in the District of Columbia, and is also responsible for the formulation 
of policies, procedures, standards, and techniques for the use of field office 
counterparts. 

[ read that over so much last night I was blue in the face. 

Just what are those techniques? Will anybody tell me? 

Mr. Egan. Well, it is hard to pin a definition down on that, Mr. 
Thomas. I suppose it is the technique involved in handling mails, 
and so forth. 

Mr. Tuomas. ‘Procedures, standards, and techniques.” 


ECONOMICS AND STATISTICS DIVISION 


Mr. Tuomas. Let us look at the figures on the Economics and 
Statistics Division on page 33 a minute, gentlemen. I am not going 
to go into all of these in detail. I am not going to take up your time 
with all of these. 

What about this ec onomics business in the Economics and Statistics 
Division? For that Division you want 49.5 people for 1952 as against 
49.5 for 1951, all in the District of Columbia here. 
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Now, I have read this thing, and I have reread it, and for the life 
of me I cannot see what you need with that number of people doing 
that work. You do not go into a new field every day. The program 
has been in operation since 1936. These are the duties of the Division: 


Developing techniques and standards for determining low-rent housing 
needs, * * * 


You have been in operation here since 1937. It seems to me that 
when you once get that developed it ought to be done. 

Then you say: 

Reviewing and recommending approval of applications for reservations of 
low-rent housing on the basis of need and equitable distribution among the 
various States and localities. 

That is not a matter that is going to change every 30 days by any 
means between localities, is it? In other words, after you have already 
built a low-cost housing unit you are not going to be able to pick it 
up and move it. 

Mr. Eaan. No, Mr. Thomas; but, of course, there is a lot of this. 
We certainly do not want to locate any more units than the number 
indicated—— 

Mr. Tuomas. Of course, once you get a unit located, it is there, is 
it not? 

Mr. Eaan. Yes. 

Mr. Tuomas. Now, you say: 

Developing forms and methods for use by local housing authorities in establish- 


ing effective and economical statistical reporting. General guidance and exami- 
nation of statistical and economic work, of the field office employees assigned to 


this field. 

How many do you have in the 12 or 13 field offices doing this same 
type of economic statistical work? 

Mr. Keuiy. There are no statistical employees in the field offices. 
There are economists. 

Mr. Tuomas. How many economists do you have? 

Mr. Ketiy. The Economics Branch in the 12 field offices consists of 
42 positions, both professional and clerical. 

Mr. Tuomas. How many economists do you have in the field? 
You have 92 altogether. 

Mr. Keutry. Of the 42 positions in the field, 28 are economists and 
14 are clerical. 

Mr. Tuomas. 28 economists? 

Mr. Ke tty. Yes. 

Mr. Tuomas. How many economists do the 742 or 750 housing 
authorities have? 

Mr. Amis. Not any to my knowledge. 

Mr. Tuomas. Why should it not be their responsibility? They do 
the renting and the hiring and firing of the people on the property. 

Mr. Eaan. Mr. Thomas, the function of our economists in the field 
offices is to see that we are not allocating units to a locality beyond 
what the need indicates. 

Mr. Tuomas. When you once get a house built there is nothing you 
can do about it. You are not going to tear it down, and you are not 
going to move it, so that is not a recurring item by any means, is it? 

Mr. Ecan. Except, Mr. Thomas, we are still making determina- 
tions in localities where we have not made allocations. 
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Mr. Tuomas. It does not take you 13 years to do that. You have 
had all your 1937 program built for at least 9 or 10 years. 

Mr. Eaan. But conditions have changed considerably since that 
time. 

Mr. Tuomas. That is right, but you have not had a thing to allo- 
cate until 1951 because no new ones have been built. There has been 
a period of at least 10 or 12 years when you have not had anything to 
allocate in the way of new buildings. 

Mr. Eoan. That is correct. 


LOW-RENT HOUSING DIVISION 


Mr. THomas. Now are you not doing a lot of duplicating here in 
your Economics and Statistical Research Division with your low-rent 
housing administration? You have 136 people for 1952 as against 
133 for 1951 there, but is there not duplication? You have develop- 
ment activities, including presite selecting, preconstruction, and con- 
struction of public low-rent housing projects, and it administers in 
connection therewith the technical, land, construction, cost analysis 
and control, and project planning branches. This is a pretty active 
group. These are the boys that actually do the work. 

Mr. Ecan. What is that group? 

Mr. THomas. That is the Low-Rent Housing Division, Office of 
the Assistant Commissioner. 

Mr. Eaan. Yes, sir; that is right, Mr. Thomas. It is very im- 
portant. 

Mr. THomas. How many of these people do you have in the field 
doing the same work? 

Mr. Eean. Do you have that, Mr. Kelly? 

Mr. Toomas. That is your big division, is it not? 

Mr. Eaan. Yes, sir; that is correct, Mr. Thomas. 

Mr. Ke tty. In the field there are 24 positions in the Office of the 
Assistant Director for Development, 150 for project planning activi- 
ties, 57 for construction and inspection activities, 70 on land activities, 
145 for the technical se¢tions, and 26 on utilities analysis, making a 
total of 472 positions. 

Mr. Tuomas. In addition to the 50 you have here in the District of 
Columbia. 

Mr. Puiturps. I am not able to make the justifications correspond 
to the statements of the witnesses on the number of people. 

Mr. Tuomas. What was that figure again? 

Mr. Keutuiy. Four hundred and seventy-two for the development 
activities in the field offices. : 

Mr. Tuomas. And 136 in the District of Columbia? 

Mr. Ketuy. It corresponds to the 79 positions in the District of 
Columbia for development activities. 

Mr. AnpREws. Those people are doing work on new construction? 

Mr. Ketty. On the new low-rent construction program; yes, sir. 


NUMBER OF NEW UNITS CONTEMPLATED 


Mr. Anprews. And you anticipate how many new units in the 
remaining 6 months of this year? 

Mr. Ketiy. To enter into construction? 

Mr. AnpREws. Yes; that is right. 

Mr. Ketty. In this 6-month period we anticipate 37,500. 
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SUBSISTENCE HOMESTEAD AND GREENTOWNS PROGRAM 


Mr. Tuomas. What about the Greentown program? How man) 
of those units do you have left subsidized in the Greentown program? 

Mr. Ecan. In our Greentown program we have two projects left, 
Greendale and Greenbelt. 

Mr. Tuomas. How many units are there in them? 

Mr. Key. 1,527. 

Mr. Tuomas. That is the combined number? 

Mr. Ke tty. Yes, sir; that is right. 

Mr. Tuomas. How much rent do you get from all of them? 

Mr. Kzetuy. I have a figure here on a unit-per-month basis, as 
distinguished from the aggregate amount. The average income on 
those is $62.31, and the average cost of operation is $49.43. 


NET OPERATING INCOME OF GREENTOWNS 


Mr. Tuomas. A net operating management income of approximately 
$170,000 is anticipated for 1951 and $183,000 in 1952. That is the 
net. Now what is your gross? 

Mr. Ecan. You mean the gross income before deducting expendi- 
tures? 

Mr. Tuomas. Yes. 

Mr. Ketty. The rental income is $1,141,770. 

Mr. Tuomas. $1,141,770? 

Mr. Ket ty. Yes, sir. 


GREENTOWNS’ PERSONNEL 


Mr. Tuomas. How many people do you have assigned to that in 
all capacities? 

Mr. Keuiy. Both on the projects and in the administrative ex- 
penses, Mr. Thomas? 

Mr. Tuomas. Yes, sir. Break it down into the two classifications: 
How many you have in the central office working on these, and how 
many in the field? 

Mr. Keuty. Directly employed on the projects are 69 positions. 

Mr. Tuomas. 69? 

Mr. KELLy. Yes, sir. 

Mr. Tuomas. How many in the District of Columbia are assigned 
to them? 

Mr. Ketuy. I do not think we have assigned anyone particularl) 
to them. 

Mr. Tomas. I understand this is all intermingled. 

Mr. Wooten. We can approximate it, Mr. Chairman. ‘The por- 
tion of the total administrative expense chargeable to that program 
is $55,000 which, roughly, would be between 9 and 10 positions. 

Mr. Tuomas. That makes about 78 jobs altogether? 

Mr. Eaan. Yes, sir; that is right. 

Mr. Tuomas. Why is there such a small net when you are not 
charging depreciation on your capital cost, and so forth? Why is 
there such a small net profit here? 

Mr. Kexty. Because the utilities on these two projects are par- 
ticularly high. 
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Mr. Tuomas. This is a low-rent housing unit, of course, like the 
rest of them? 

Mr. Eaan. No; Mr. Thomas; it is not actually. 

Mr. Tuomas. Of course, it was a Farm Security project. 

Mr. Eaan. You are referring to Greentown now? 

Mr. Tuomas. Yes. 

Mr. Eean. It was never built as a low-rent project. It was built 
under the relief program. 


AVERAGE RENT IN GREENTOWN’S PROJECTS 


Mr. THomas. Yes; that is right. What is the average rent on a 
one-bedroom apartment out there? 

Mr. Keuty. I imagine that the average unit is two bedrooms, and 
the average rent is $62.30. 

Mr. Puiuurrs. You say it was not built as a low-rent development? 

Mr. Eaan. No; it was not. 

Mr. Tuomas. That $62 rent includes what? Do you pay for all 
of the utilities? 

Mr. Keuty. Yes, sir; we pay for most of the utilities. 

Mr. Tuomas. Where in the world outside of a subsidized Govern- 
ment low-rent project are you going to get a two-bedroom apartment 
for $40 a month? You cannot possibly get utilities there for less 
than $20, including light, heat, gas, water, and electricity in a two- 
bedroom apartment. If that is not a Government-subsidized proposi- 
tion | would like to find one. Where are you going to get that kind 
of an apartment for $40—a month, a two-bedroom apartment? 

Mr. Egan. Mr. Thomas, until very recently I paid $91 for a two- 
bedroom apartment at McLean Gardens. I do not know what the 
rents are in some of these 608 developments in the outlying areas. 

Mr. Tuomas. You are certainly not going to get one for $92. 
There is a whole lot of difference between $90 and $40; is there not? 
That is about 110 percent. 

Mr. Ecan: That included all utilities. 

Mr. Tuomas. All of the utilities? 

Mr. Eaan. Yes. 

Mr. Putuures. That is Greentown? 

Mr. Egan. McLean Gardens and Greenbelt, both. 

Mr. Tuomas. That is still no comparison with me on the basis of 
including the utilities. 

Mr. Puiturps. I thought we had instructed you to get rid of the 
Greentowns. What is the situation in that regard? 

Mr. Eaan. We got rid of one of them, Mr. Phillips, the one outside 
of Cincinnati. 1 could cite the additional efforts we have made in 
disposing of the one at Greendale and Greenbelt. We advertised both 
for sale, but before consummating the sale we were told not to proceed. 

Mr. Tuomas. What is the difference between that approximately 
$1,000,000 of income and your outgo now? You have a net income of 
about $170,000 a year, and you take in in the neighborhood of $1,- 
141,000. There is a discrepency there between the income and the 
outgo of approximately $1,000,000. 
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OPERATING EXPENSES 


Mr. KeLuy. $905,000 is the expense of operating the property. 

Mr. Tuomas. How do you break down that expense now? How 
many units are there, 1,527? 

Mr. Ketty. Yes, sir. 

Mr. Tuomas. You are re ally going broke at that rate, are you not, a 
net income of $175,000, and you are not charging any interest or 
depreciation against your original investment? If you did that you 
would take in minus about $150, 000 or $200,000 a year. 

Mr. Anprews. And it does not include taxes? 

Mr. Ketty. It includes taxes, the full taxes; yes, sir, and the 
taxes on these properties run about $15 per unit per month, because 
the projects constitute separate communities. 

Mr. Tuomas. Fifteen dollars a month per unit? 

Mr. Ketiy. About $15 a month, as I recall the figure; yes, sir. 

Mr. Tuomas. That is pretty high; about $180 a year. 

Mr. Ke tty. Yes, sir. 

Mr. Toomas. W ell, that is one item, but you do not deduct any 
depreciation nor is interest charged on your capital either. 

Mr. Eaan. No, sir. 

Mr. Tuomas. Give us a little information on where that difference 
between $900,000 or $1,000,000 a year goes in these Greentown 
operations? 

Mr. Ke tty. If it is agreeable I would like to submit a breakdown 
of that for the record as I do not have the detailed breakdown here, 
Mr. Chairman. 

Mr. Tuomas. Well, roughly. 

Mr. Ketty. I can venture an estimate that on this project the cost 
of operation is about $49 per unit per month. 

Mr. Tuomas. The very big item, since you pay for utilities is the 
utilities. 

Mr. Ketty. I think the utilities are about $15, and taxes about $15, 
and the remainder is split up between managing expenses at $4 a unit 
per month, and repair maintenance and replacement at $10, operating 
and public services at $4 per unit per month, and other expenses, $1. 

Mr. Tuomas. What do you get in a subsidized project for a two- 
bedroom house, what is the average rental? 

Mr. Ketty. In the low-rent programs? 

Mr. Tuomas. Yes. 

Mr. Ketiy. About $32 per unit per month, sir. 

Mr. Tuomas. And you furnish the utilities there, too? 

Mr. Ke ty. Yes, sir. 

Mr. Tuomas. Is that an example of where the Government is in 
the low-rent business, and when you add amortization, and deprecia- 
tion on the project you would lose at least $100,000 a year, would you 
not? 

Mr. Ketty. Yes, sir. 


ORIGINAL COST OF GREENTOWNS 


Mr. Tuomas. What was the original cost of the project? 

Mr. Eaan. It was very high, Mr. Thomas. It was built, you know, 
with relief labor, and I have not the exact figure of the cost. 

Mr. Tuomas. About $19,000,000? 
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Mr. Ketty. Yes, sir. 

Mr. Tuomas. Of course, the costs then were 100 percent cheaper 
than they are today. If they cost $19,000,000 then the cost would be 
far more now. I presume you could not build those properties for 
less than $35,000,000 today. 

Mr. Anprews. Or $40,000,000. Is that the depreciated cost or 
the original cost? 

Mr. Kexiy. That is depreciated by $4,922,000. The original cost 
of the three Greentown projects was $24,107,000. It was $12,908,000 
for Greendale, $9,996,000 for Greenbelt, and $1,122,000 for Greenhills. 

Mr. ['xHomas. And you have disposed of one of them? 

Mr. Ketuy. Yes. 

Mr. Tuomas. So for the purpose of this you have an original cost 
of about $16,000,000? 

Mr. Kerry. About $21,000,000. 

Mr. Tuomas. For the two remaining? 

Mr. Keuiy. That was the original cost, yes, sir. 

Mr. Tuomas. I thought $24,000,000 was the original cost for the 
three projects? 

Mr. Ketty. Yes, sir, but the one project was quite a bit smaller. 

Mr. Tuomas. Is there any reason why these properties should be 
given away by the Government? Why eannot the Government rent 
them and get a fair return on its money, or is this just an example of 
where the Government cannot get out of a housing business which is 
partly on a subsidized basis? Yet you say it is not a subsidized 
proposition. 

Mr. Eaan. It was not so conceived. 

Mr. Tuomas. It was not so conceived? 

Mr. Ecan. The financial set-up for them was handled by the Farm 
Security Administration. 

Mr. Tuomas. How far are these properties outside of the District 
of Columbia? 

Mr. Eean. Greenbelt is about 14 miles from the center of the town. 

Mr. AnpreEws. Out near Beltsville? 

Mr. Eaan. Out near Beltsville; yes, sir. 

Mr. Anprews. Is there any limitation on the amount of money a 
man can‘earn, and live there? 

Mr. Eaan. Yes. 

Mr. Amis. There is no legal limitation, Mr. Andrews. 

Mr. Tuomas. What is it, administrative? You are certainly class- 
ing it as a low-income proposition; are you not? 

Mr. Eean. It is sort of in between. There is no actual cash sub- 
sidy, Mr. Thomas. 

Mr. Tuomas. No, there is no occasion for actual cash subsidies. 
The cash has already been expended, so all you have to do now to 
give them a subsidy is reduce the rent. 

Mr. Puiturrs. Why do you say that there is no cash subsidy, then? 

Mr. Tuomas. He means no presently out-of-pocket money. They 
are already out-of-pocket. 

Mr. Puttuips. I thought you had testimony to the effect that we 
were losing each year, between income and the cost to operate, 
including depreciation. 

Mr. E@an. No. 
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Mr. Tuomas. We have a net income of about $170,000 per year, 
but if you were to charge interest and amortization there ed 
no net income. 

Mr. AnpreEws. And also taxes. 

Mr. Tuomas. They do pay taxes. Instead of having a net income 
from it of $150,000 they would have a loss of $150,000 to $200,000 a 

ear. 
< Mr. AnpreEws. Is not your rent about $61.50 for a two-bedroom 
apartment? 

Mr. Eean. The last 2 years, anyway. 

Mr. ANprEws. What was it before that? 

Mr. Amis. It was raised within the last 18 months. We had a 
law suit in the district court in Baltimore 

Mr. ANpREws. What was the rent before the raise? 

Mr. Amis. I do not know, but I know that when we raised the rent 
we got into litigation with the tenants in the district court in Balt- 
more. 

Mr. AnprEws. You won the lawsuit, did you not? 

Mr. Amis. Yes; we won the lawsuit. 

Mr. Puiturrs. Where do you get this $61 average? 

Mr. Tuomas. That is the average rent of a two-bedroom apartment. 

Mr. Gore. Do I understand you to admit by this that you cannot 
take a housing project and merely operate it for the amount of rent 
you can collect? 

Mr. Tuomas. No; he gets an income of about $175,000 from it. 

Mr. Gore. Well, but you are not counting the depreciation or the 
interest on the investment. 

Mr. Tuomas. If so, he would have a loss of about $200,000. 

Mr. Gore. If a private citizen owns a building he has to take those 
things into consideration. 

Mr. Putuuies. I think we meet the cost of the repairs, too. 

Mr. Tuomas. No; that is included. In other words, it takes about 
$950,000 a year to operate these houses, and after deducting cost o! 
operation the net is about $175,000. 
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Pustic War Housinc ProGram 


At this point we will put pages 106 and 107 of the justifications into 
the record. Those deal with public war housing. 
(The matter referred to is as follows:) 


Pusitic War Hovusinac ProGRAM 
INTRODUCTION 


The public war housing program consists of permanent and temporary units 
built with appropriated funds to provide necessary accommodations for war 
workers during World War II. No new projects have been authorized since 1945. 
The housing still in use continues to serve the needs of veterans, servicemen, 214 
their families; however, as quickly as defense housing needs develop in the localities 
serviced by these projects vacant units are being made available to defense workers. 

In furtherance of the national defense effort, the Administrator of the Housing 
and Home Finance Agency on August 16, 1950, issued an order temporarily 
suspending, with a few exceptions, all disposition activity. The intent of the 
suspension order is to retain under Federal control any housing which may become 
necessary for defense mobilization. The effect of this action on management 
expenses and on disposition progress is discussed below. 
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PROGRAM DATA 


The following table shows the number of dwelling units in the program as of 


the end of the three fiscal years concerned: 





Actual, 
June 30, 1950 


Estimated, Estimated, 


June 30, 1951 | 


June 30, 1952 





Available for occupancy: 
Family dwellings 
Dormitories 
Stop-gap units 


279, 478 
2, 196 


277, 086 
809 
2, 196 


265, 086 
809 
2, 196 





285, 376 


280, 091 


268, 091 





Inactive temporary housing under custodial management 


17, 134 


11, 419 


10, 919 





Disposed of during year: 
Permanent 
Temporary 


5, 840 
16, 054 


6, 700 
4. 300 


2, 000 
10, 500 








21, 894 





11, 000 


12, 500 








MANAGEMENT OPERATIONS 


Under the terms of the basic legislation expenses of operation and maintenance 
are paid from rentals and other project income. About one-third of the projects 
are managed directly by the Federal Government, using Federal employees. The 
remaining two-thirds are managed by local housing authorities under lease agree- 
ments which provide for return to the Government of all net income remaining 
after payment of PH A-approved operating costs. 

The temporary war housing projects, which now constitute over half of the 
active program, were designed and built for an expected 5-year useful life. In the 
fiscal years 1951 and 1952 these projects will have been in use for an average of 
8and 9 years. In addition since the cessation of World War II hostilities in 1945 
the Public Housing Administration in contemplation of disposition and removal 
of the projects has followed a policy of restricted repair and maintenance. As a 
result of these two factors many of the temporary projects have now reached a 
state of serious deterioration. In view of the virtual suspension of disposition 
and the apparent continuing need of most of the projects for an indefinite period, 
the budget proposes the expenditure of over $7 million in fiscal 1951 and over 
$5 million in 1952 for needed structural, plumbing and other repairs and for ex- 
terior painting. All other operating expenses are expected to remain at levels 
comparable with actual costs for fiscal 1950. 

There follows a summary statement of all income and expense attributable to 
the management operations of the public war housing program: 





1950 actual | 1951 estimate | 1952estimate 


| 
__....| $118, 645, 300 $116, 544, 700 
89,102,497 | 94, 114, 247 
2, 883, 300 2, 919, 000 





POI Si cditie nae Shake senses = Sinnceueenchaen 
Project expense. ._........- 
PHA administrative expense 


$113, 326, 500 
89, 786, 550 
2, 876, 000 





Net income 26, 659, 503 19, 511, 453 20, 663, 950 





Mr. Tuomas. What is the program here? 

You have many units in your program, 268,000 for 1952, and you 
have 280,000 for 1951. Is this the program that you were given au- 
thority to get rid of, to give away under the McGregor Act to the 
universities, cities, and towns? 

Mr. Keury. No, sir; that was the veterans’ reuse program. 

Mr. THomas. What about the public war-housing program? 

Pp Eaan. We were authorized to dispose of it in the Housing Act 

of 1950. 

Mr. Tuomas. That follows, to some extent, the McGregor Act? 

Mr. Ea@an. Yes, sir, that is right. 
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Mr. Tuomas. But to all practical purposes it is one and the same. 

Mr. Eean. That is right. 

Mr. Amis. But the disposition of those was covered by the Ad- 
ministrator’s order of August 16. 

Mr. Tuomas. And the order will be lifted in 1952 and you can go 
ahead and sell them, is that right? 

Mr. Amis. We do not know. 

Mr. Tuomas. I wonder if that is the case why you have this tre- 
mendous number of personnel charged against it. That could not 
be reduced if you are not going to sell them? 

Mr. Ecan. We have kept them in management, Mr. Thomas. 

Mr. TxHomas. And that will not affect your personnel costs, then? 

Mr. Ketty. The suspension of disposition will greatly reduce the 
costs. 

NUMBER OF PERSONNEL 


Mr. THomas. How many people are working on that? In other 
words, how many in the District of Columbia? 

Mr. Keury. The total number of personnel charged to the public 
war housing program is 535. 

Mr. Tuomas. Five hundred thirty-five? 

Mr. Ke ty. Yes, sir. 

Mr. Tuomas. To manage 265,000 units. How many projects 
compose those 265,000 units? 

Mr. Ketiy. About 1,100. 


NUMBER OF CITIES WITH WAR-HOUSING PROJECTS 


Mr. Tuomas. In how many different cities and towns are they 
located? 

Mr. Ketty. I would just have to hazard a guess, about 650. 

Mr. Tomas. Six hundred fifty towns? 

Mr. KeEtty. Yes, sir. 

Mr. Tuomas. You do not have that exact information, then? 

Mr. Ketty. No, sir. 

Mr. Eaan. We can get it and include it in the record. 

(The matter referred to is as follows: ) 

On December 31, 1950, the public war housing program consisted of 1,110 
projects, with 296,087 dwelling units, located in 514 communities. 


INCOME AND EXPENSES, 1951-52 


Mr. Tuomas. Now, your income for 1951 is $116,544,000, and it is 
estimated to be $113,300,000 for 1952, and your expenses for 1951 
were $94,100,000, and are estimated to be $89,786,000 for 1952, and 
then your PHA administrative expenses for 1951 were $2,900,C00 
against your estimate of $2,800,000 for 1952. 

“Do you mean Public Housing administrative expenses were 
$2,900,000 against project expenses of $94,100,000 for 1951? 

You have a net income of $19,511,000 for 1951 against a net 
income of $20,600,000 for 1952. Are those figures correct? 

Mr. Ketry. Yes, sir. 
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BREAK-DOWN OF PROJECT EXPENSE 
















Mr. Tuomas. How do you break down this project expense here 
of $94,000,000? Then you have here Public Housing administrative 
expense, $2,900,000. In other words, you have $97,000,000 expense 
here, and whén you take in $116,500,000 it gives you about $19,500,- 
000. What is your big item of your operation costs there? What 
is the breakdown of it? 

Mr. Ketuy. On a per unit per month basis it breaks down as $3.66 
spent for management expenses, the cost of collecting rent and super- 
vising operations, and about 73 cents per unit for operating services, 
including janitorial, trash collection, and so forth; $6:57 for supplying 
utilities; $9.65 for repair, maintenance, and replacement; $1.50 for 
public services, 81 cents other expenses, and $4.46 expenses for pay- 
ments in lieu of taxes. 
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Mr. Tuomas. What was the original cost to the Government for 
these 268,000 plus units for which you are now getting an estimated 
gross income of $113,000,000, and from which you have a net income 
of $20,600,000? What is the total cash outlay for the construction of 
these projects, the original cost of them? 

Mr. Ketty. Originally there was $1,700,000,000 spent on the prop- 
erties in this program. 

Mr. Tuomas. $1,700,000,000? 

Mr. Ketiy. Yes. ° 

Mr. Eaan. That includes the improvement account. 

Mr. Keuty. Yes, sir. There was originally about $1,700,000,000. 

Mr. Tuomas. It is $1,700,000,000 in the Lanham Act. 

Mr. Kexiy. And the amount for the properties remaining at the 
end of the fiscal year 1952 had an original cost value of $974,000,000. 
Mr. Tuomas. $974,000,000? 

Mr. Ketty. Yes, sir. 

Mr. THomas. Well, it was not intended to make money out of those. 
Mr. Eaan. No. 

Mr. Amis. Most of this is classed as temporary. 
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; NUMBER OF UNITS TAKEN OVER BY LOCAL HOUSING AUTHORITIES 





Mr. THomas. How many of these units have been taken over by 
your local housing authority? 
Mr. Eaan. None to date, have they? 
Mr. Keuuy. 182,292 of the active units are operated by local hous- 
ing authorities, and 94,704 are operated by Federal employees. 


it is 
1951 
and 
1,C00 





BREAKDOWN OF PERMANENT AND TEMPORARY UNITS 





sic Mr. Tuomas. How does that number that you have on hand break 
itself down into permanent and temporary ef these 268,000 units, 
the permanent and temporary? 

Mr. Keuty. As of today we have on hand 292,418 active units, of 
which 117,421 are permanent, and 174,997 are temporary. 

Mr. Tuomas. Is there any reason why you could not sell these 
permanent ones, why you could not make a little money on them? 


, net 
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The cost has gone up practically 75 to 100 percent since they were 
built. They were built in 1942, 1943, and 1944. 

Mr. Eaan. Yes, sir; that is right. 

Mr. THomas. The cost of building has gone up 75 to 80 percent. 

Mr. Eaan. There is a statute on the books, Mr. Thomas, providing 
that we cannot sell them beyond the original cost. 

Mr. Tuomas. Yes; that is right. You have that prohibition in the 
statute. 

Mr. Amis. That is where they are sold to veterans, and the veterans 
have preference. 

Mr. Eaan. Yes. 


Vererans’ Revse Hovusine Procram 


Mr. Tuomas. What about your veterans’ reuse housing program? 

Mr. Reporter, at this point in the record put in pages 109 and 110 
and the table appearing on page 111. 

(The matter referred to is as follows:) 


VETERANS’ ReEvsE Hovusina PrRoGRAM 


Under authority of title V of the Lanham Act, approximately $443.5 million 
was allotted to the Public Housing Administration to meet the special emergency 
needs of veterans, servicemen, and their families after the war. With these funds, 
costs of relocating and converting surplus Government-owned temporary struc- 
tures to provide emergency housing were met, and about 269,638 accommodations 
were provided. Of these, 83,485 accommodations were at the expense of the loca! 
sponsoring bodies for the reuse of temporary structures made available by the 
Federal Government. : 

The projects are managed by the participating local bodies, with the Public 
Housing Administration providing limited reviews and audits to assure compliance 
with contracts providing for net return of the net operating income to the 
Government. 

The following table summarizes the significant program data for this activity: 

















Cumulative “Ee ; ; 
to June 30, as oe ot 
Number of active accommodations at year end_........-___--. 1 44, 005 29, 751 22, 548 
Average number of active accommodations during year ----_- 181, 361 38, 395 27, 644 
Transfers to local bodies and educational institutions: 
McGregor Act, 1949__.__.__- ; RL 125, 133 0 ( 
Independent Offices Appropriation Act, 1950... ...._._.- 70, 135 5, 443 0 
Housing Act of 1950, for projects on land owned or con- 
trolled by sponsor_........_-.-- ot PRN GEOR : 0 8, 811 2, 203 
Housing Act of 1950, for projects not on land owned by 
SE ons ones coke aeknietbe saucer wecuaivendicdune nh 0 0 5, 000 
Other disposition _ _- a es > 28, 696 10, 310 0 
Total net earned by PHA from management and by properties 
tpneierred Ge betel acies. . oS Sd $35, 650, 298 $2, 418, 060 $1, 720, 110 





1 Applicable only to 1950, 


As a result of the management of properties and net income earned by loca! 
public bodies and universities participating in the program over $25 million had 
been returned to the Treasury as of June 30, 1950. By June 30, 1952, such returns 
are expected to exceed $32.7 million. 


DEVELOPMENT 


Construction is completed and final settlement of contractors’ claims in the 
amount of $443,315 is expected to be accomplished during 1951. 
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MANAGEMENT 


The function of the Public Housing Administration in this program is purely 
of an advisory nature except for fiscal audits on federally financed projects to 
ascertain compliance with contracts providing for net returns to the Government. 
Otherwise the management of the housing projects is the responsibility of the 
participating local bodies. It is anticipated that transfers of projects during 1951 
and 1952 will generally be for the better projects. This reduction in better 
projects, coupled with the higher operating costs of those remaining, will reduce 
the average net return per unit. This, tegether with a reduction in the number 
of units of approximately 58 percent, accounts for the substantial reduction of 
income in 1952. Net income from properties transferred to local bodies is an- 
ticipated at $2,286,330 in 1951 and $1,588,380 in 1952. 


DISPOSITION 


The active portion of the program as of June 30, 1950, in management has 
already been reduced to approximately 16 percent of the maximum number of 
accommodations ever in the program. This was accomplished under the au- 
thorities to transfer projects to universities under the McGregor Act (62 Stat. 
1062) and the Independent Offices Appropriation Act, 1950, which authorized 
the sponsoring local bodies to acquire full ownership of projects on land which 
they owned or controlled. 

The Housing Act of 1950 further authorizes additional transfers to local spon- 
soring bodies. This act has two provisions: One providing for transfer upon 
application by local sponsoring bodies of projects located on land which they own 
or control; and the other which provides for such transfer for projects on land, 
owned or controlled by the Federal Government, providing the local bodies 
purchase such land at acquisition cost. On August 16, 1950, the Administrator, 
Housing and Home Finance Agency, issued an order temporarily suspending 
transfer of projects on land owned or controlled by the Federal Government. 
This was in keeping with the President’s program to retain control of federally 
owned housing, pending determination of possible defense requirements. It is 
expected, however, that analysis of defense requirements will permit exceptions 
to the suspension during 1952. In addition to transfers anticipated under the 
Housing Act of 1950, during 1951 it is further expected that 5,443 units will be 
transferred as part of the clean-up activity carrying over from the Independent 
Offices Appropriation Act, 1950; and 10,310 terminated accommodations on site 
will also be removed from the workload. A table summarizing the expected 
disposition during 1951 and 1952 is shown below: 


Summary of disposition by enabling legislation 





1951 1952 





Projects Units Projects | Units 


























In program at beginning of year_................-.-..-.---.-..- 437 54, 315 183 29, 751 
Transfers to local bodies and educational institutions: ei re 

Independent Offices Appropriation Act, 1950..........----- 58 fy Sten & Soe cecal eee 

Housing Act of 1950: 

For projects on land owned or controlled by local body - . 109 8, 811 28 2, 203 

For projects on land not owned by local body -_-....-.-_|--.-.-----}---------- 20 5, 000 

CCIE ee en wgbbwne &7 Re Bin ceecadetaease 

ea PRR SF ie eee kar Peete ae aes Ree he es Ie ea eS eS 254 24, 564 48 7, 203 

iP ee ee ee ae eee ee 183 29, 751 135 22, 548 





NUMBER OF UNITS 


Mr. THomas. How many units do you have on hand now, 22,500? 
Mr. Ketuy. Yes, sir. 
Mr. Tuomas. How many were provided originally? 
_Mr. Ketiy. Two hundred and sixty-nine thousand accommoda- 
tions were provided. 
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Mr. Tuomas. The program originally cost you $443,000,000 under 
the Lanham Act; is that correct? 

Mr. Ke.ty. Yes, sir; that is right. 

Mr. Tuomas. How many of these units do you think you will dis- 
pose of in—1952 when the freeze is lifted in 1952? 

Mr. Ketuy. On the veterans’ reuse housing we have not made that 
provision in all cases because for some of the transfers it is mandatory 
in the statute that we dispose of them, Mr. Thomas. 

Mr. Tuomas. How many do you think you will get in in 1952 on 
this reuse proposition? 

Mr. Ketuiy. About 7,203. 

Mr. THomas. You mean you cannot give those all away? 

Mr. Keuty. A substantial number of dispositions will have been 
ve this year; 14,254 will be disposed of this year, it is antici- 
pated. 

Mr. THomas. How many will that leave you on hand? 

Mr. Ketiy. About 22,500 at the end of 1952. We now have about 
29,000. 

Mr. Tuomas. That is right. Why can you not give them all away? 

Mr. Amis. I think that is shown by the figure 5,000. It is on land 
not owned by the sponsor. Therefore, that is not a mandatory give- 
away, so it is covered by the freeze order. 

Mr. Tuomas. How many will that leave at the end of 1952 on 
1and? 

Mr. Ketiy. Twenty-two thousand five hundred and forty-eight. 

Mr. Tuomas. Mr. Amis said 5,000. 

Mr. Amis. I said that explains it in part. To the extent that they 
are not on land owned or controlled by the sponsor they are affected 
by the freeze order. The mandatory give-away is limited to projects 
on land owned by the local bodies. 

Mr. Tuomas. That is 5,000, and you have 29,000 on hand. What is 
preventing you from giving away the remaining 24,000? 

Mr. Amis. I believe, Mr. Thomas, I have misread the record. It 
is obvious here that it is the 5,000-——— 

Mr. Eaan. On land not owned by the local body. 

Mr. Tuomas. How does that come in? 

Mr. Wooren. I think I can explain that. We anticipate that 
29,751 units will be on hand June 30 at the end of fiseal 1951; 7,203 
will be transferred, thus cutting the inventory down to 22,548 by the 
end of 1952. 

Mr. Tuomas. That is obvious. The question is: What is holding 
up the giving away of all of them with the exception of those which are 
on land owned by somebody other than the sponsor? 

Mr. Ketty. I think that is the primary factor. Of those remaining 
most of them are not on land owned or controlled by the educational 
institution of locality. The estimates here as to how many will be 
given away 

Mr. THomas. You can give them away to a city, if the city owns 
the land. 

Mr. Eaan. That is right. 
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Mr. Tuomas. Are not all of these houses built either upon city land 
or university land? 

Mr. Eaan. No. 

Mr. Ketiy. Some of them were on land which belonged either to 
the PHA or the Army or some other Federal agency, and it was 
used for this purpose and leased, or is on a use-permit basis. The 
locality does not own the land. In order to obtain them they would 
have to purchase the land. 

In an effort to make that estimate as accurate as possible we 
conducted a postcard survey of all those still in the program, and these 
are the results of that survey. This is the interest expressed by the 
sponsors. 
EMPLOYMENT 


Mr. Tuomas. How many people do you have working on this 
project in the District, and how many prople do you have in the 
field? 

Mr. Wooten. Mr. Chairman, I can give you an approximation of 
that figure. ‘ 

Of the total administrative expense estimated for 1952 for this 
program, veterans’ reuse housing program, $184,000 is involved. 
It would cover roughly thirty-odd positions. 

Mr. Kettiy. That is correct. 

Mr. Wooren. That is the field and central office. 

Mr. Tuomas. How does it break down between the field and the 
central office? 

Mr. Ketty. I do not have a breakdown of that, sir. As you men- 
tioned before, the costs are intermingled and this is a distribution by 
program. 


DISPOSITION OF PROCEEDS OF RENTAL 


Mr. THomas. What happens to the proceeds of the rental of these 
houses? Who receives the proceeds? 

Mr. Ecan. The net proceeds of those we still maintain an interest 
in go into the Treasury. On those where they are conveyed to the 
local sponsor, it would go to the local public body or educational 
institution. 

Mr. Tomas. You have $2,418,000 from these projects, some 
29,000 of them in 1951; and you expect to get $1,700,000 from the 
22,548 units you will have in 1952. 


OPERATING COST OF PROJECT 


What is your operating cost? 

Mr. Ketiy. The only charge against that is the $184,000 for 
administrative expenses. The rest of it is deposited in the Treasury 
as a return of the appropriated funds. 

Mr. Tuomas. Who does the maintenance and repair and operation? 

Mr. Eaan. The locality. 

Mr. Tuomas. The Government does not furnish any of that? 

Mr. Eaan. No. 

Mr. Tuomas. There is no maintenance cost or anything? 

Mr. Egan. No, sir. 
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ORIGINAL COST OF CONSTRUCTION 


Mr. Tomas. What was the total cost of the original construction 
program? 

Mr. Kettiy. $443 million, sir. 

Mr. Tuomas. You had about 83,000 units? 

Mr. Ketty. No; about 269,600. 

Mr. Tuomas. $443 million is the original cost and there were 
269,000 units. 


Homes CoNnvVERSION PROGRAM 
LIQUIDATION OF PROGRAM 


What about your homes conversion program? You are about 
ready to wind that up, are you not? 
Mr. Ea@an. Yes, sir. 
Mr. Tomas. Will you finish it in 1951? 
_ Mr. Eaan. We are hoping to. 
Mr. Tuomas. There is no budget estimate here for 1952, is there? 
Mr. Eaan. No, sir. 


ORIGINAL COST OF PROGRAM 


Mr. Tuomas. How much is that program going to cost you? Whai 
was your original.expenditure and how much did you get out of it? 
Mr. Ketiy. The program originally cost about $90 million, sir. 
We will return about $30 million to the Treasury when we have liqui- 


dated the program. 

Mr. Puiuurps. In what year was your cost created? 

Mr. Ke tty. I would imagine that would average about 1944, Mr. 
Phillips. 

Mr. Puitures. Then, in effect, you are not getting one-third in 
dollar value of the cost; but you are getting back about one-sixth or 
one-fifth of the cost. 

Mr. Tuomas. On the basis of the purchasing power? 

Mr. Puaruuires. The purchasing power of the dollar. You could not 
duplicate one-third of it for the $30 million you are getting back. 

Mr. Tuomas. As of June 30, 1950, 85 percent of the leaseholds 
originally held by the Government had expired or were canceled. In 
other words, the program cost the Government about $60 million. 

Mr. Eaan. That is right. That is part of the war housing. 


OrHER Oxpsects oF EXPENSE 


Mr. Tuomas. Let us look at your “Other objects” here, gentlemen, 
shown on page 86 of the justifications. 

You have items of ‘Travel,’ ‘“Transportation of things,’ ““Com- 
munication services,” “Rents and utilities,’”’ and so forth. 

You have requested $3,179,200 for 1952 as against $2,970,000 for 
1951, or an increase of $209,200. 

We have been looking very carefully at ‘Travel’ and ‘“Communi- 
cation services” and “Printing and binding”’ here. 
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TRAVEL 


You have an increase for “Travel’’ from $1,134,000 in 1951 to 
$1,222,000 for 1952. 

How is that ‘‘Travel’’ broken down between departmental and field? 

I notice you have a table on page 87 that shows there are 172 
departmental travelers per month as compared with 1,020 travelers 
per month in the field. 

We shall insert in the record at this point page 87 of the justifica- 
tions. 

(The document is as follows:) 





| 
02 Travel | 1950 actual 5 PR estimate | 1952 estimate 





Total cost $802, 974 $1, 134, 000 $1, 222, 000 
Cost per man-year........--. ar idincineraie di alale heweb dabieh eed Sablon 391 474 475 





Travel is essential for a successful fulfillment of the agency’s program. A 
great deal more can be accomplished by the operating personnel such as project 
planners; technical, management, and occupancy advisers; appraisers, auditors, 
etc., visiting the project sites; local housing authorities and others concerned, 
than by attempting to conclude matters by constant correspondence. The esti- 
mates are based on a detailed analysis of anticipated travel by each organizational 
unit, and the 1952 estimate is summarized in the following table: 





| | 

iwieen t Days travel status | | 

meareber 7 ——! Cost ner beaad 

travelers set travel- | Total cost 
per oP Total for} day 

month month year | 





Departmental: | } 
Staff offices 5 | : $30.00 | $39,600 
.6 | 23.00 | 20, 700 
Low-Rent Housing Division iy 3.0 | q 18. 00 | 39, 960 
War Emergency Housing Division 7) 583 26.00 | 15, 280 


- | _ Reapemcers 
Subtotal, departmental ; . 22.98 | 115,540 








Field employees: | | 

Staff offices..._.__- Se A EI ae ie ee 5 .¢ 6, 960 22.00 | 153,120 
Development activity | 13,800 19.00 | 262, 200 
Management activity 293 | 3.4; 11,940 17.00 | 202, 980 
Audit Branch 4 5.4; 23,100 14.00 | 323, 400 
Fiscal Branch | 2 8, 400 15.00 | 126, 000 
2, 040 | 19. 00 | 38, 760 








Subtotal, field 3 | .4) 66,240] 16.70 | 1,106, 460 





17.15 | 1,222,000 
| 


Grand total, organization 2 | 5 | 71, 268 | 





Mr. Tuomas. Can that travel be cut down 20 or 25 percent without 
materially hurting you, Mr. Egan? 

Mr. Eaan. Mr. Thomas, with the stepped-up production of low- 
rent housing, I do not see how it can. As a matter of fact, we have 
been criticized for not getting more people to the localities, par- 
ticularly the new localities that have not had any experience in the 
program. That is why the major portion of it goes to the field office. 
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COMMUNICATION SERVICES 


Mr. Tuomas. What about your “Communication services’’? 

Mr. Tuomas. What about your “Communication services”? There 
is an increase of $16,000 there, from $260,000 in 1951 to $276,000 
in 1952. 

I notice here in your justifications you have an item of ‘Equipment 
and installations” in the amount of $100,000. 

For “Local calls’’ you have $26,000. 

For “Long-distance telephone calls’’ you have $104,000. 

For “Teletype,” et cetera, you have $21,000. 

For “‘Postage’”’ you have $25,000. 

Where is that “Equipment and installation’’; is that in the District 
of Columbia or in the field? 

Mr. Ke tty. It is both the District of Columbia and the field, sir. 

Mr. Tomas. How is it broken down? 

Mr. Ke tty. I do not have a breakdown, sir: but that is the cost of 
providing the telephone instruments and switchboards. 

Mr. Tuomas. Is that under the Public Buildings Administration? 

Mr. Ke ty. In some instances it is. It depends on what kind of 
building we are in. 

Mr. Tuomas. What about in the District of Columbia? Is it under 
the Public Buildings Administration here? 

Mr. Ketiy. There is one switchboard that handles the whole 
Housing and Home Finance Agency, in which we pay a proportionate 
share of the cost. 

Mr. Tuomas. Regardless of how many calls you have? 

Mr. Ketiy. Not on the long-distance telephone calls. That only 
applies to the rental of equipment. 


LONG-DISTANCE CALLS 


Mr. Tuomas. What is the breakdown of this ‘Long-distance tele- 
phone calls,” $104,000 between the District of Columbia and the field? 

Mr. Keuty. That breaks down about 85 percent in the field offices 
and 15 percent in the central office. 

Mr. THomas. Where do you get those figures? 

Mr. Ke tuy. I have some data that 1 have marked in the book. 

Mr. Tuomas. You did not mark it in my book. 

Mr. Ketty. No, sir. It was current information. 


POSTAGE 


Mr. TxHomas. You have $25,000 for ‘Postage’. What kind of 
postage is that? 

Mr. Ketty. That is the cost of parcel post when a package exceeds 
the first-class weight limit that can be shipped in the mails with frank- 
ing privilege. 


UNEXPENDED BALANCE, FEBRUARY 1950 


Mr. Tuomas. What is your unexpended balance for that fund as of 
February 1 of this fiscal year? 

Mr. Ketuy. We had spent $144,808 out of $260,000, sir. 

Mr. Tuomas. You only had $24,000 for postage last year. 

Mr. Ketiy. You mean on postage? 
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Mr. Tuomas. Yes. pay 
Mr. Ketuy. I am sorry. I was giving it to you on the total. I 


ere do not have the unexpended balance broken down into the sub- 
000 | accounts, but only for the main account, “communication services.” 
; Mr. Tuomas. What is it that you are shipping parcel post in the 
ent amount of $24,000? 
; Mr. Ketuy. Forms, policies, and procedures, contract documents, 
i and similar items. 
‘ Mr. Ecan. And plans and specifications. 
4 Mr. Tuomas. Plans, specifications, and blueprints? 
Mr. Eaan. Yes, sir. 
rict Mr. Ketuy. It also covers the cost of any air-mail or special-delivery 
postage. We spent in the month of January $2,138 for postage. 
r. Mr. Tuomas. What did you spend in the month of August? 
Mr. Keuuy. I do not have that, sir. 
t of 





PRINTING AND REPRODUCTION 








































Mr. Tuomas. What about your “Printing and reproduction” item 
of $119,000, as compared with $110,000 last year? For what is that? 
You state: 

This category covers the cost of printed matter and binding of operations 
procured through the Government Printing Office, and the material is itemized 
above. 

And so forth. Where is it itemized? 

Mr. Ketiy. Contract and field printing, $3,000; punched paper, 
$13,000; standard forms, $5,000; letterheads, $2,000; PHA forms, 
$75,000; and duplicating and photostating, $21,000. 

Mr. Tuomas. What are the PHA forms? 

Mr. Keuuy. Forms designed by PHA and distributed to field 
offices and local housing authorities. 

Mr. TuHomas. What is the nature of the forms? 

Mr. Ketiy. They consist of report forms, contract documents—— 

Mr. Toomas. What is the difference between those and the standard 
forms? 

Mr. Ketiy. A standard form is one we order from the Government 
Printing Office that other agencies also use. 

Mr. Wooren. Such as a voucher form, a travel voucher form. 

Mr. THomas. How many of these forms that you delineate as 
PHA forms, in the amount of $75,000, are you printing? Also, what 
is the unit cost of them? 

Mr. Ketziy. The $75,000 is an estimate based on past experience 
and is not an estimate based on detailed forms that will be printed. 

Mr. Tuomas. How many employees do you have in your whole 
operation to whom you are sending forms? 

Mr. Ketiy. We not only send forms to the roughly 2,500 people 
employed as administrative employees, but we are also sending forms 
to the directly operated projects, leased and locally owned projects, 
and the construction advisers at the site of projects under construction. 

Mr. Tuomas. What does the local public housing authority give 
them in the way of forms? 

Mr. Ecan. They get the forms of our reports that they have to 


follow, Mr. Thomas. In some cases we actually give them all the 
forms 
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Mr. Amis. Where they are required to make reports to us on a 
standard form we furnish it. 

Mr. Tuomas. Is that $80,000 for forms not included in this $36.- 
446,672 for expenses of the projects? 

Mr. Ke tty. No, sir. 

Mr. Tuomas. What is included in that item? 

Mr. Ketty. All the costs of project operations are included in that 
item, but these administrative expenses that we have been dealing 
with here, including other objects, are not. 

Mr. Tuomas. How many other employees of the various public 
housing authorities are included in this $36% million, to whom you 
are sending forms? ; 

ao Ketiy. The local authorities employ approximately 16,000 
people. 

Mr. THomas. Do you send each one of them a form, or a half 
dozen forms? 

Mr. Ke tty. No, sir. 

Mr. Tuomas. You had better tell us something about this $80,000 
item. 

Mr. Ketuy. If we require a report to be submitted by a local 
authority monthly we prepare and reproduce the forms and give them 
an adequate number of copies to prepare the report in accordance 
with our requirements. 

Mr. Tuomas. As you send them a standard form of your report is 
there anything in your act that is mandatory upon the Federal 
Government to keep on supplying these reports? 

Mr. Eean. If we did not it would become a charge, would it not, 
to the operating cost of the project? 

Mr. THomas. That is the way it looks to me. 

Mr. Eean. In that event their operating cost of the project would 
run up. 

Mr. Tuomas. Is there no relationship between your operating cost 
and the rent taken in on these low-income projects? Is it all just on 
the basis of what they can pay? 

Mr. Ecan. You mean as to what the tenants can pay? 

Mr. Tuomas. Yes. 

Mr. Eaan. Yes, that is right. 

Mr. Tuomas. There is no relationship whatever as to what the 
cost is? 

Mr. Ea@an. No, sir. In other words, we, under the statute, have 
to relate the rent to income. 

Mr. AnpreEws. It is 25 percent, is it not? 

Mr. Ea@an. 20 percent. 

Mr. ANnpREws. 20 percent. Do you have any tenants who pay 
no rent? 

Mr. Eaean. No. 

Mr. ANDREws. What is the lowest rent paid? 

Mr. Ecan. For one unit, a one-bedroom unit? 

Mr. AnpreEws. That is right; per month. 
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Mr. Eaan. I do not have the figures before me, but I could hazard 
a guess on some of the projects in the South that maybe some of the 
Negro projects would run as low as $12. It is in direct ratio with 
their income. 
ITEMS OF EXPENSE 


Mr. Tuomas. We want to go into this item of cost here of $36,- 
446,672. Are you prepared to go into that item? It is going to take 
perhaps an hour to do it, or longer. Are you prepared to go into 
that? 

Mr. Eaan. What is that item again, Mr. Thomas? 

Mr. Tuomas. That is your expense of operating public housing 
units, $36,446,000. 

Mr. Ea@an. Yes, sir. 

Mr. Tuomas. I imagine that expense is largely incurred by the 
public housing authorities; is it not? 

Mr. Ketuy. That is all incurred by local housing authorities; yes, 
sir. 
Mr. Tuomas. And which, in the final analysis, you have to approve? 
Mr. Eean. That is right. 

Mr. Tuomas. We want to go into those cost items. Are you * 
prepared to do it? 

Mr. Ke tty. Yes, sir. 

Mr. Tuomas. We want to go into it pretty carefully, gentlemen, 
and we want to go into it every year from here on. 

Let us finish these items now. 

You cannot give us very much information on this $119,000 for 
printing, can you, other than you are going to send some printed 
matters and forms, $75,000 worth, down to your field offices and to the 
various public housing authorities? 

Mr. Eaan. Projects directly operated, too. 

Mr. THomas. What is that? 

Mr. Eean. And the projects directly operated, also. 

Mr. Tuomas. Give us a little information on it, gentlemen. 

Mr. Ecan. Do you want to give them some intimation as to what 
the forms are that we require? 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. You have an item of rents and utilities in the amount 
of $1,106,000, as against $1,040,000 for last year. Where do these 
rents and utilities accrue? Is that in the District of Columbia or out- 
side the District? Give us a breakdown. 

Mr. Keuuy. Both, sir. We are spending about $490,000 for rent 
in the District of Columbia. 

Mr. Tuomas. Are the contracts made for you, or do you make them 
yourselves? 

Mr. Ketiy. The Public Buildings Administration makes them, sir. 
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Mr. Tuomas. $490,000 in the District? 

Mr. Ke tty. Yes, sir. 

Mr. Tuomas. How much outside? 

Mr. Ketiy. We have contracts right now that total $462,800 out- 
side the District of Columbia, sir. 

Mr. Tuomas. That is outside? 

Mr. Ketty. Yes, sir. That is a total of $953,000. Then, in addi- 
tion we have warehouse space for $10,000 under contract. 

Mr. Tuomas. How many tabulating machines do you want here? 
This is IBM rental, tabulating machines. It is $30,400. If it is the 
same rate, why should you pay $1,000 more in 1952 than 1951? 

Mr. Ketuy. There is one additional tabulator added, sir. 4 

Mr. Puiuirs. It seems to me you would need fewer, rather than ~ 
more. 

Mr. Tuomas. You have an item here of a GAO audit of $80,000. 


OTHER CONTRACTUAL SERVICES 


Let us take up the other contractual services here first. You have 
$106,000 as against $110,000 in 1951. What are those other con- 
tractual services? 

You have repairs and alterations, rearranging and moving office, © 
repairs to equipment, commerce clearinghouse, vehicle repair and ~ 
garaging, commercial services, and services by other agencies. 

What services do other agencies render you? 4 

Mr. Ketiy. The Public Buildings Administration does a certain 7 
amount of work of repairing and altering space which is not charged | 
to the various other subaccounts you mentioned when it is done by © 
the Public Buildings Service. 

Mr. Tuomas. You have your own repairs and alterations, $5,000. 

Mr. Keutiy. That is when they are done by contract, sir. 

Mr. Tuomas. Rearranging and moving offices, $13,000. What 
offices are you going to rearrange and move? Is this in the District 
of Columbia?- 

Mr. Ke.iy. And in the field offices. 

Mr. Tuomas. Does the Public Buildings and Grounds move you, 
or do vou pay all the cost? 

Mr. Ketriy. Even if they do it we pay them for it, sir. 

Mr. Tuomas. You do not give us much of a breakdown here. 
This is the rearranging of offices. There are incidental repairs, 
moving of files, and so forth. When I get through reading the whole 
thing I do not know a thing. 


i3AO AUDIT 


The item of $80,000 for the cost of the General Accounting Office 7 
audit is based upon an estimate by that Office, and this expense is not 7 
within the control of the PHA. What audit is that which they give 7 
you? ; 

Mr. Eaan. They give us an annual audit. The Corporations Audit 
Division of the General Accounting Office audits our operations. 





out- 


vddi- 
ere? 
s the 
than 


0). 


have 
con- 


flice, 


and 


rtain | 


rged 
e by 


00. 
Vhat 
trict 


Vou, 


here. 
alr’s, 


vhole 


Yffice 
Ss not 


rive 
give 


Ludit 


1025 


Mr. Tuomas. What is this item of commercial services here, 
$33,000? 

Mr. Ketiy. That includes such costs as towel services, providing 
water coolers, and drayage service in the field offices and here in the 
District of Columbia. 

MOTOR VEHICLES 


Mr. Tuomas. You have 46 automobiles? 

Mr. Keuuiy. Thirty-six, sir. 

Mr. Tuomas. You want eight new automobiles? 

Mr. Ketuy. As replacements, sir. 

Mr. Tuomas. Yes. You have old vehicles to be operated, and with 
8 new ones, that makes 36. 

Mr. Ketry. Yes, sir. 

Mr. Tuomas. There are 8 new ones and 28 old ones, and you want 
vehicle repairs and garage in the amount of $10,000 on 36 automobiles. 
How much is that per automobile? 

Mr. Keutry. Including four trucks it is $250, sir. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. Where is your gasoline and oil charge? 

Mr. Ketiy. That comes under supplies, sir. 

Mr. ANpDREws. $8,000. 

Mr. Tuomas. $8,000 for ‘Gasoline and oil’’? 

Mr. Ketty. Yes, sir. 

Mr. Tuomas. For “Books and periodicals’ you want $6,000. What 
books and periodicals do you buy in the amount of $6,000? 

Mr. Ketiy. We purchase lawbooks and books related to housing 
and books related to specific engineering features of the agency. 

Mr. THomas. How much do you spend on lawbooks? 

Mr. Keuiy. The bulk of that $6,000 is provided for lawbooks, sir. 

Mr. Tuomas. What do you mean by the bulk of it? 

Mr. Ketiy. About $4,000. 

Mr. Tuomas. What about your office supplies? 

Mr. Puiuips. Are there not any law libraries in Washington, 
Mr. Chairman? 

Mr. Tuomas, Off the record. 

(Discussion off the record.) 

Mr. THomas. What about your office supplies? What are you 
going to get for that $72,000? 

Mr. Ketiy. That covers the cost of stationery and supplies to all 
employees. It is based on our experience after taking into account the 
level of our inventory. We have been experiencing a cost of $30 per 
man-year, or a little more, on supplies. We are estimating it at $28. 

Mr. Tuomas. You have been spending $70,000 or $71,000 for office 
supplies for the last 6 or 7 years. What is your inventory as of 
January 1, let us say? 

Mr. Ketry. The inventory is about $28,000, sir. 

Mr. Tuomas. When was the last time you took your inventory? 
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Mr. Keuiy. We take it annually, sir, but we maintain a running 
inventory all the time. 

Mr. Tuomas. Do you take it at the end of the fiscal year, or the 
beginning of the calendar year, or what? 

Mr. Keuuy. As of the end of the fiscal year. 

Mr. THomas. What was it at the end of the fiscal year? 

Mr. Ketuiy. About $28,000, sir. 

Mr. Tuomas. What is this item for the “Commerce Clearing 
House”’ of $4,000? 

Mr. Ketuiy. Can you speak to that one, Mr. Amis? 

Mr. Amis. The Commerce Clearing House is a report primarily on 
the activities of State legislatures, to keep us informed of the changvs 
in the law, accomplishments, and proposed legislation in the States. 

Mr. Tuomas. Dealing with what? 

Mr. Amis. Relating to all our housing programs. 

Mr. Puiturps. How much is that item? 

Mr. Amis. $4,000. 

Mr. Yates. How many services are involved in that? 

Mr. Tuomas. What is your unexpended balance for that fund as of 
January 1? 

Mr. Keutuiy. We do not maintain it that way, sir. I have it only 
by total objects of expense. 

Mr. Tuomas. Mr. Yates wants to know whether it is more than 
one contract or whether you contract with a half dozen services. 

Mr. Yates. The Commerce Clearing House is a service, but how 
many of the services do you take for the $4,000? I know I used to 
take a tax service, which cost me about $128. 

Mr. Amis. I have not seen the specific contract. Probably Mr. 
Kelly can tell you more. As I recall it, it primarily relates to the 
legislation introduced and pending in the State legislature relating to 
public housing in all its ramifications. 

Mr. THomas. Mr. Andrews, did you have a question? 


U. S. Hovusinc Act ProGram 
NUMBER OF UNITS 


Mr. Anprews. I want to ask this: How many units did you com- 
plete in 1950? 

Mr. Eaan. In the low-rent program, Mr. Andrews? 

Mr. AnpreEws. The so-called public housing. 

Mr. Eaan. Yes. 

Mr. Tuomas. None. 

Mr. Eaan. None in 1950. 

Mr. AnprREws. Well, what about 1949? What is the last year 
you have figures on? 

Mr. Tuomas. The act was passed in 1949. 

Mr. ANpREws. You have not had any completed? 

Mr. Ea@an. That is right. 

Mr. AnprEws. Well, that is all. I will get my information later. 
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NONADMINISTRATIVE EXPENSES 


Mr. THomas. Let us turn to your table on page 101. This is the 
only place in the justification that shows what we call nonadminis- 
trative expenses. That figure for 1952 is $36,446,672 as against 
$36,282,099 for 1951. That nonadministrative expense excludes 
reserves, debt service, payments in lieu of taxes, and nonoperating 
expense. 

Detail what big classifications are excluded from this nonadminis- 
trative expense. 

Mr. Egan. On a monthly basis, it breaks down into $3.73 for 
management expense. That is rent colleeting—— 

Mr. Tuomas. This figure of $36,446,672 is operating expense, and 
it does not include reserves? 

Mr. Ecan. That is right. 

Mr. Tuomas. Which for fiscal 1952 is $2,009,270. And it does not 
include $20,320,935 for debt service; neither does it include $4,020,322 
for payments in lieu of taxes. Just what does it include in the way of 
subheads or items? We will go into the dollars and cents part later 

Mr. Eean. It includes management, operating service—— 

Mr. Tuomas. This is in the field for public housing authorities? 

Mr. Eaan. Right. 

Mr. Tuomas. It includes management? 

Mr. Eaan. Yes. 

Mr. Tuomas. What else? 

Mr. Eaan. Operating services. 

Mr. THomas. What is that? 

Mr. Eaan. Janitorial and picking up litter. 

Mr. THomas. Garbage disposal, and so forth? 

Mr. Eaan. Yes, sir. 

Mr. Tuomas. What else? 

Mr. Ecan. Utilities, repairs, maintenance, and replacements; 
collection losses; and other operating expenses. 

Mr. Keutry. Essentially that is public services wherever the city 
does not supply garbage and trash service, while operating services 
includes janitorial services in and around the buildings. 


MANAGEMENT COSTS 


Mr. Tuomas. How much do you spend for management? 
Mr. Eean. $3.73 per unit per month, which gives a total of 
$6,271,006. 


OPERATING SERVICES COSTS 


Mr. THomas. How much for operating services? 


_ Mr. Ecan. Operating services is $1.32 per unit per month, which 
is $2,215,722. 


UTILITY COSTS 


Mr. Tuomas. What is it for utilities? : 
Mr, Eaan. Utilities is $7.32 per unit per month, totaling $12,301,824. 
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REPAIR AND MAINTENANCE COSTS 


Mr. Tuomas. What is it for repairs and maintenance? 4 
Mr. Ecan. Repairs, maintenance and replacements, $8.16 per unit ~ 





SI 

per month, totaling $13,705,631. t 
Mr. Tuomas. What is the collection loss? 

COLLECTION LOSSES COSTS il 

Mr. Ecan. The collection loss is 11 cents per unit per month, c 


totaling $190,559. 
Mr. Tuomas. What is the other operating expense? 
Mr. Ecan. The other operating expense is $1.05 per unit per month, 7 
totaling $1,761,930. a 
Mr. Tuomas. What does other expenses iniclude? : 
Mr. Ecan. That is where under local regulations garbage and trash — 
removal has to be paid for separately, it also covers insurance. # 
Mr. THomas. What is the unit cost there? 
Mr. Eaan. $1.05 per unit per month. 
Mr. Tuomas. Will you set that up in tabular form? ° 
Mr. Eaan. Yes, sir. 
(The information is as follows:) 





Summary of “Other operating expense”’ included in the fiscal year 1952 budget for 
locally owned low-rent projects 


Account: Amount 
SE OOO SN ER Re OTT, RSS Me ee ne $670, 806 
Contribution to pension and insurance funds____--_...___-_--_- 587, 067 
(Coat: of gales and services to tenants... 2... 4... ~~. ee 336, 038 
Supplementary community services. --_._.........----------- 134, 415 
PeennneneNt SO sh So oo aa CEL a wew 33, 604 

Tote “Other operating expenne”’ . .. . - - oc one eat wenn 1, 761, 930 


Mr. Tuomas. That is the average throughout your 750 or 760 
authorities, is that correct? 

Mr. Eaan. I will tell you what itis. It is the 489 developments and 
140,098 units. 

Mr. Tuomas. Developments or projects? 

Mr. Eaan. Yes. 

Mr. Tuomas. These costs are a hog round average of those 489 
projects, or how do you arrive at these figures? 

Mr. Ecan. That is arrived at by taking the actual individual 
budgets approved for each project. 

Mr. Tuomas. And then adding them up and getting the average? 

Mr. Ea@an. That is right. 

Mr. Tuomas. Some are bound to be higher, and some are bound to 
be lower. 

Mr. Eaan. That is right, depending on the geographical location 
of the project. 
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UNIT COSTS OF PROJECTS 


Mr. Tuomas. At this point will you insert in the record those five 
subheads of your 489 projects showing the unit cost in each one of 
the 489 projects? 

Mr. Eaan. Yes. 

Mr. Tuomas. It is bound to vary, I imagine, from 15 to 25 percent 
in different localities. 

Mr. Eean. That is right, depending upon the wage rates, the lo- 
calities, type of utility services, and things of that nature. 

(The information is as follows:) 
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Project-by-project listing of the locally owned low-rent program showing 


























Management 
expense 
Project No. Location Project name Units . 
er 
Amount |} unit 
mont! 
ALABAMA 
Ale ¢-4....3:.) ii 8 4 th hc. Glenn Addie Homes_-_-_-_-..-..-.--- 164 $6,815 | $3 
Ale 1-1. ...... Birmingham .._..._.....] Elyton Village_................- R63 31, 421 3 
Ala 1-3R eias 5 Contral Ofty 3 aos bist. ee 913 30, 472 2.78 
Ala 1-4R eg es ae NS Ree 480 21, 147 2. 67 
Ala 7-1__.... iia te Green Apartments......._______- 12 4, 390 ) 
Ala 10-1__...- | ae Fairfield Courts.................-- 20 4, 187 3. 88 
Sie-t..<.:. Fiala are ais 2 Oaklawn Homes. _.-.....-. 100 3, 292 2.75 
Ain S-3. 2... . ae Orange Grove Homes __- 208 10, 855 34 
Ala 6-1... .__. Montgomery. We SOE Riverside Heights Addition No. 1 137 4,912 2.98 
Ala 6-2....... ..do Cleveland Courts _ 150 7, 542 4.19 
Ala 6-4_..... ier Riverside Heights Addition No. 2 424 15, 507 3 
Ala 5-1R Phoenix City_......... Riverside Courts Apartments___. 216 8, 440 } 
Ala 5-2 _.... -.d0_..................]| Douglas Homes... aE 206 9, 060 3. 17 
Ala 8-1R Selma____- : Forrest Elomes_................... 200 9, 130 3 
Ala 13-1 , TREES Ge NO As eae 52 2, 765 f 
ARIZONA 
Ariz. 3-1_._.-. 0” Sia Fray Francisco Porros- ---..------ 51 2. 636 ' 
Ariz. 5-1___._- ONS ee Escobedo a 5a 3, 239 5.09 
Ariz. 1-1___- Phoenix...___... .......| Mareos de Niza Homes. ____- 224 9, R87 3. AS 
Ariz, 1-2...... i waded aR ra eight alas a. et | eee 230 10, 152 3. 68 
Ariz. 1-3. Le Raa Matthew Henson Homes____.__- 150 7, 844 4.3 
Ariz. 4-1__. ee. £055 on es MONE is chit chdka saewan 162 9, 028 4.61 
ARKANSAS 
Se | ee Victory Conrts............- 30 2 617 43 
Ark. 6-2.___- do. Conark Courts ___ 4 20 arene ee 
Ark, 3-1 Fort Smith_ Heartsill Ragon Courts. ________- 170 7, 775 3.81 
Ark. 4-1 Little Rock _- e | eer eas é 76 3, 947 4.33 
Ark. 4-2._. NE ew Scud ta vs es ae Highland Park __-__- 74 3, 932 4.4 
Ark. 4-3... 3 do. ....-| Tuxedo Courts......-. 100 5, 361 4.47 
Ark. 2-1 North Little Rock Silver City Courts............- 148 7,450 4.19 
CALIFORNIA 
Cal. 8-1_..__- ERROR ERR Sosa wens ees Smeerern 60 3, 124 4.34 
Cal. 8-2__ do Adelanta Vista__............-- 50 2, 926 4. 88 
Cal. 11-1__.. Contra Costa County_- Alhambra Terrace. ------- 52 1,775 2.84 
Cal, 11-2.. ei ee » .| Los Mendonos Park - --------- 86 3, 993 3.87 
Cal. 11-3___- YS FR ae es ee SEE LES See 36 1, 725 3.9 
Cal. 11-4___. SEND Patarnducia Gushednaean Los Nogales... _- Vee eel 44 2, 016 3.81 
Cal. 6-1____. Promo ........ Fairview Heights. - 5 Hecate 86 4,840 4. 69 
Cal. 6-2....... RRA ees ..) Sequoia Courts. .............. . 60 3, 370 4. 68 
Cal. 6-3_- do (Sareea. 70 3, 900 4.64 
Cal, 21-1.. Lompoc__.___...........} Lompoe Gardens........-------- 40 1, 730 3. 60 
Cal. 4-1...._.. Los paates. 3 Ramona Gardens... ._.-...-.___. 610 34,844 4.7 
Cal. 4-2... ame * e PRIN one cn tuicw ade 260 15, 708 5 
oe On. ee oe Pudiie 1 Ris... =... 2......... 400 23, 257 4.85 
i SS ae Ee O63 + SN oo 285 16, 445 4.81 
Cal. 4-5____. By? 2 2 Aliso Village EAS TEE 802 40, 466 4.2 
Cal. 4-6.___- __..d0..................| William Mead Homes......_.____- 449 23, 476 4 
Cal. 4-7__. Set Re ea aa Estrada Courts. .............--.-: 214 12, 116 4.7 
Cal, 4-8 __ RI “ae Se Rose Hill Courts._.........------- 100 5, 962 4.9 
Ont O82 do_- ARR Avalon Gardens... __- onan 164 9, 238 4.7 
Cal. 4-10_. _..do. EG 2 En a ares 184 10, 178 4.1 
oS SE eae RES CR a eee ae 737 34, 447 3.59 
Cal, 2-2...___. i REARS I I i cde hbien one 300 17, 888 4.97 
i S ae 1 “aie es ee 504 25, 407 4,2 
Cal. 3-1__..__- SN eae eS aS are aes 396 15, 12 3.18 
Le Ss oe Se cian ceeeiout Campbell Village... ...--- Snetticwels 154 6, 942 3. 7t 
Cal. 3-3....... | SRS Lockwood Gardens. .-....-...---- 372 12, 834 2. 88 
Cal. 10-1____. CS RA MERE. Triangle Court.............-...--- 98 3, 770 3. 21 
Cal. 10-2... \ “eae Nystrom Village.......-.-.----- : 102 3, 843 3.14 
eS RES Sacramento..._________- ON Gian ae aoe 310 9, 540 2. 5f 
3% ae a ea ie ae Oy RO Se a earn | 168 8, 232 4.08 
Cal. 19-1_....- San Bemardino wT A Lugonia Homes. --_-...-.-.----- 50 3, 512 5.8 
eae a” RR Waterman Gardens___.-.-.-.---- 270 14, 241 4. 40 
BS Gere San ‘Frais SRE ON Ses REA eae 118 6, 710 4.74 
al. NT no ees 469 23, 118 4.11 
é ER i a te 772 34, 522 3. 73 
al. Valencia Gardens. ---........------ 246 13, 303 4.51 
val. . do eee ee 136 7, 102 4.35 
Cal. 15-1_.___- South San Francisco._._| Industrial Village. .........-..---- 40 1, 472 3.07 
Ce. 08. as BE a cecacwanesaune eS SE ee 100 5, 210 4.34 
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amount and type of operating expense, as included for 1952 in the 1952 budget 
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11, 794 | 
36, 833 | 
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23, 756 | 
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16, 812 
13, 202 | 
18, 704 | 
25, 463 
10, 201 | 
15, 685 
21, 510 | 
15, 550 | 
18, 440 
14, 391 
191, 445 
81, 891 
115, 917 
87, 582 
272, 854 | 
157, 650 | 
63, 460 | 
35, 600 
56, 113 
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198, 941 
101, 837 
148, 430 | 
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39, 017 | 
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23, 806 | 
25, 558 | 
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| Management 
expense 
Project No. Location | Project name Units ] 
| Per 
i | | Amount | unit 
: } | month 
COLORADO 
: | 
: Colo. 1-1...... eRe MEO aS FM eee ir ee ede oes 195 $7,422 | $3.17 
; Colo. 1-3.....- ee SEES ER ere aes es | Platte Valley Homes__---.-.-.---- 7 3, 464 3.75 
Colo. 1-4....-- ee) TRE St eee: | Arapohoe Courts... .....-------- 7 3, 550 3.89 
Colo. 1-2._...-|...-- Toa RITE | Lincoln Park Homes..---.--..--- 346 \ 14.960 | 2.95 
Colo. 1-2A....|..--- ROR Saar aR Be NBR A SS a a 76 ’ admed 
CONNECTICUT 
Conn. 1-1__...| Bridgeport. -.-....-.---- | Yellow Mill Village... ....-.----- 1, 239 42, 908 2. 89 
Conn. 1-2..---| Re Se eee | Morina Village... .........-.----- 516 22, 509 3. 63 
Conn. 3-1....-| Hartford -_..-.---------- Bo ete) ee 155 9, 995 5.37 
Ae a eS EE. ee | Dutch Point Colony-------.--~---- 222 11, 550 4. 33 
Conn. 3-3.....|.---- SSR, Se | Bellevue Square...........-.---.-- be 
Conn. 3-A_-- ’ ER ee Aer ee Bellevue Square Extension ------- 156 22, 547 3.75 
oe RS! eee” | ee, eee cee Charter Oak Terrace_.-_.-.-.------- 1,000 36, 722 3.05 
Conn. 9-1_....| Middletown_--...-.---- Long River Village._.......------- 190 9, 718 4. 26 
Conn. 5-1 Now Brttein ......:.....] BEG Peeeient.- .. 2. --.«.....-.-<. 340 9, 229 2. 26 
Conn. 4-1_._-- New Haven.........-.--.- Coe Ce sees 487 32, 117 5. 50 
Conn. 4-3__- a | Re ee Quinnipac Terrace __--.----------- 248 17, 245 5.79 
Conn. 4-4.__--}.---- | RG Ry ee Farnham Courts..-....-.---------- 360 19, 269 5. 35 
eam. 94: 23) Netweik. coos... ok. Washington Village-_-...-....--.-- 136 7, 642 4. 67 
Conn. 7-1__--- oS FR Aas Southfield Village _.........-..---- 250 10, 098 3.37 
DELAWARE 
Del. 1-1__.....| Wilmington___.__....-- OE | RR 2 ae 200 8, 198 3.42 
Pek: Fe lige | a Se ee Se ean eee 180 7, 869 3. 64 
DISTRICT OF COLUMBIA 
DC 1-P1.....-. | District of Columbia_- Fort Dupont Dwellings. ----.----- 326 19, 965 5.12 
id oe oe E> - QRS SRE Wilson Dwelling._.........-..-.--- 217 13, 186 5.14 
DO 1-45.25 42- Bee “ee SB TE OS Douglass Dwellings. ....-.------- 313 19, 218 5.12 
at, = ee Bee Se See ORM Carrolisburg Dwellings_....------- 314 9, 280 5.12 
DC 1-8. ...... |----- eo ee he Miller Dwellinrs.........-.-.-.--- 169 10, 378 5. 12 
| 
FLORIDA 
oe & Bee | Dayton Beach .__._---- Wiis Sion ae oe 2 167 7, 107 3.5 
Fla. 7-1A__-.-| OO. ites vc ccce es Pine Haven addition_.....------- 66 2, 908 3. 67 
i ee ee tt Se ae SSS... Sore eae : 66 2, 956 3. 73 
Fla. 10-1___-_- | Fort Lauderdale ____--- OL SE eae 150 5, 136 2. 85 
Fla, 10-2..._.. ees eee ea Kennedy Homes. -._-.-.---- area 180 4, 625 3. 64 
Fila. 1-1__.....| Jacksonville... ........-- Brentwood Park ___-_-.-.--- 232 \ 20. 650 2.87 
Fla. 1-1A____- Ae So A Sh Brentwood Park addition- -------- 368 _ = 
Fla. 1-2.__...- Pee ECA Blodgett Homes._....------------- 708 24, 270 2. 86 
Fla. 13-1__..-- | ee Werte... ee eae ; 136 4,300 | 2.63 
Fla. 13-2_...- Be es eae oo Oa ee ee 84 3,700 | 3.67 
Fila. 11-1._.--.- | Lakeland. -.-.-...-...-- Lake Ridge Homes____----..------ 160 6, 832 3. 56 
So a BAS ~ See eee OE ee ae 60 2, 568 3. 56 
Fila, 5-1...--- fo Ree a oS ea eee ae 345 13, 880 3. 35 
Fla. 5-2......- see ee uF Liberty Square addition. -_.------ 352 \ 29. 526 3 37 
_ 2 < Se Re” eee Liberty Square second addition _ - 378 | , ati 
Fla. 4-1_._....- Ei | Se easy: OS Geer eee 250 11, 625 3. 88 
gS Eee ee et eee ene Orlando Reeves Terrace__.-------- 90 4,415 4.09 
Fla. 6-1....--- Pemeenels . oo os csc Te RS eee 120 4, 058 2. 82 
Fea. 6-3. <....: Re2 | Sees RAGES CNG). Foci a55-~-s5-0c2- 120 3, 804 2. 64 
fla. 6-3....-.. Reo” ES Moreno Court... ..-.------------- 200 6, 148 2. 56 
. = 2 Ree yee aS ae Newtowne Heights_-_.--.------- 60 2, 225 3. 09 
Fla. 2-1_....-- | St. Petersburg.__..__--- SS RR a a ae 242 10, 023 3. 45 
Fla. 2-1A....- | St. Petersburg. __.......| Jordan Park addition. -.....-..--- 204 8, 303 3.39 
Fla. 3-1R | Tampa North Boulevard Homes----_---- 532 14, 673 2. 30 
4 | See Rae | EL a ee Ponce DeLeon Courts_ _.___---- . 320 8, 819 2. 30 
Fla. 3-3__- Bi. “Dee eee Riverview Terrace. -____---- 328 8, 528 2.17 
Fla. 9-1__- | W. Palm Beach.. ------ peter. Vie. s.. 22.68.25. -- 246 | 9, 326 3.17 
.) 4 2 eye |---- a eee ES See ee 122 4, 928 3.37 
| GEORGIA 
Ga. 23-1....-. rE ee ee Thronateeska Homes. _.....-.-.-- 40 | 2,352 | 4.90 
Ga. 2-2. ..-..- | es < Panes SEO ks. ok ode Sse 56 3, 231 4.81 
Ge; 3-1. ...... to See Park View Homes. -_-..-_--.------ 54 i} 7.345 3 97 
Ga. 3-1A- EL Se ea Park View Homes addition* -___-- 100 | he 5s 
yo A» eee | UGE a die beeaniake Sava Wren Rares fre obs cane ine : 126 | 6, 114 4.04 
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5.12 
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7 } | panini ean | we eg ssa aoe a pas pi 

Oper: ating ilities R.M: wer | Other operat- | Total operating 

sea | Utilit -M.and R. | Collection loss | ‘tng expennes | expameas 

| Baa ey ee Rete ore 

Per Per | Per Per Per | | Per 

Amount) unit | Amount | unit | Amount } unit |Amount! unit Amount} unit | Amount unit 

| month) month| | month ; month month | month 

[aa Gl A a ion os xcemions toma 

| | | | 

| | | | | 

| 

| $1,150 | $0.49 $8, 600 | $3.68 | $16, 050 | $6.86 | $640 | $0.27 | $1,480 | $0, 63 | $35, 342 | $15. 10 

| 1,000 | 1.08 | 7, 100 7. 68 | 7, 800 | 844 300 ~32 | 570 | .62] 20, 234 | 21. 89 
1,200; 1.32] 7,000] 7.68 | 700) 854) 300) °33| 450| [491 90° 290 22, 25 

| 3168| .63/ 45,170} 892] 30,350] 5.99 | 1,800 | .35| 3,310-/ .66| 98,758! 19.50 

| | 

| | | | } | 

| | | } | | | 
31,662 | 2.12 | 132, 464 8.91} 138,721 | 9.33 | 2,985 | 20 12, 461 | .84 | 361, 201 24, 29 
14,361 | 2.32) 81,081 | 13.09 | 43,793 | 707 | 1, 592 . 26 5, 610 -91 | 168,946 | 27. 28 
2,772 1. 49 22,150 | 11.91 13,920 | 7.49 | 534 | -29; 3,036] 1.63 | 62,407] 28.18 
4, 232 1. 59 34, 200 | 12.85 32, 670 12, 26 726| .27 3, 905 | 1.47] 87, 283 | 32.77 

MESS HR a ted ee + ae at AR | a _ “ a x) PE es 7 es 4 

10, 055 1. 67 | 73, 956 | 12.30 “38, 290 6.37 | 1, 545 26 9, 020 1. 49 155,413 | 25. 84 
10, 400 -87 | 95,338] 7.95 86,980 | 7. 26 | 2 431 22 16,743 | 1.39 248, 614 20. 74 

| 2946] 1.30 30, 113 | 13. 21 17,141 | 7.52 ia : 2,064} .90 61,982 | 27.19 

| 6,500 1. 59 51, 256 | 12.56 31,210 | 7.65 1,016 25 4,400 | 1.08} 103,611 | 5. 
10, 506 1. 80 63,491 | 10.86 35,135 | 6.01 | 135 02 6,589 | 1.13 | 147.973! 95: 
6, 274 2.10 } 38,781 | 13.03 26,181 | 8.80 | 50 02 4, 406 1. 48 | 92,937 | 31.2 

| 9, 533 2. 65 | 43,039 | 11.96 33, 134 ; 9.20 50 ae 5,017 | 1.39 | 110,042 | - 30.47 

j 1,802) 1.10) 15,496) 9.50] 12445 | 7.63 es é 1,106 | .68] 38,491 | 23.58 

708 . 23 | a | 14.77 13, 862 62 e = 1, 638 - 55 | 70, 626 


, 680 | 


991 


> 90 2 


-_—— 
2o 3 
x = 


— <7 
y Sh 
a 


3 im 69 08 6S 


005 | 
», 510 | 





z 


> 




















51, 828 3. 2¢ 3. 2, 288 | 59 
30, 396 1,84 22, 897 8.92 " O86 Bi 1, 428 . 55 
27,905 | 7.43 61, 587 | 16.38 3 , 3,824) 1.01 
38,358 | 10.18 33, 732 8. 95 £0 2, 57 
20,188 | 9.95 21, 889 | 10.79 223 11 i 


10, 902 | 





5.44} 6,487} 3.24 | 232 12 1, 409 70 
| 4,504) 5.69] 3,834] 4.84 | 124 16 500 63 
| 5,323] 673 4,113 | 5.19 | 131 16 500 63 
8,550} 4.75] 7.952] 4.03 | 219 12 788 44 
7,250 | 5.70) 11,888 | 9.35 | 203 16 448 35 
31,900} 4.43! 57,500] 7.98] 1,100! 35! ¢ 320) 1.16 
40.300} 4.74] 39,790] 4.68! 1500! .18| 9,296 1.09 
11,500 | 7.05 8,500 | 5.21 | 241] .15 2,572 | 1.58 
8,475 | 8.41 4,739 | 4.70 157} .15 1, 697 1. 68 
7,490 | 3.90} 20,800 | 10.83 | 300} .16 834 43 
2,455 | 3.41 7,425 | 10.31 | 115] .16 517 72 
16,844 | 4.07 35,044 | 8.46 200}; .05 5,068 | 1.23 
46,139 | 5.26] 57.506 | 6.56 | 2470 28} 8,057] .9% 
| i 

9,054 | 3.02] 13,854 | 4.62 | 235 08 | 1,390} .46 
7,362 | 6.82] 11,503 | 10.65 | 56} .05 313 | .29 
5,636 | 3.91 10,995 | 7.64 | 1,103 | .89 
6,926 | 4.81 5,614 | 3.90 1,020] .71 
10,899 | 4.54] 30,599 | 12.75 | ¢ 3,832 | 1.60 
3,565 | 4.95 6,030 | 8.37 100 14 250 | 35 
| 24, 435 8.41 19.887 | 6.85 788 27 674] .2 
25,664 | 10.48 | 23. 767 | 9.71 | 627 re ie ee aan 
44,201 | 6.92 | 20,004 | 3.15 |. 1,455 | .23 
36,349 | 9.46} 10,685 | 2.78 | (7) 1,844 | .48 
35,965 | 9.14) 17,711] 4.50 | ___ 1,917 | .48 
21,106 | 7.17 | 20,604! 7.00 | 2 16; 2308/ .78 

10,490 | 7.16} 10,240 | 6.99 | 239 16} 1,147 


| | | 
3,479 | 7.25 > 5 ae we 457 . 95 
5,171 | 7.69 2,256 | 3.36 | 15 .02 358 | 53 | 
5,096 | 2.75 Ce a A | Sates ae ee | 1,569} .85 
4,030 | 2.66 CUPS RT ey ak 976 | .65 | 


52 budget-—Continued 


























117, 856 30). 22 
75, 873 55 
118, 475 31. 54 
7 M4 

85 








27, 064 13. 51 
12, 330 15. 57 
13, 526 17. 07 
22, 425 12. 46 
24, 950 19. §2 
123, 470 17.15 
119, 746 14. 09 
28, 113 17. 23 
19, 178 19. 02 
37, 156 19. 35 
13, 316 18. 49 
75, O84 18.14 





51, 465 17.2 





37, 317 12. 45 
24, 376 22. 57 
22. 160 15. 52 
17,726 | 12.31 
51, 615 21. 51 
12, 220 16. 97 
56, 629 19. 50 








64, 461 16. 38 






8,632 | 17.98 
11, 165 16. 61 
18, 733 10. 12 
15, 645 
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Management 
expense 
Project No. | Location Project name Units 
Per 
Amount | unit 
month 
GEORGIA—Continued 
Ga 6-1...._-. REINER: Sch d cack ee ee 620 | $19,388 | $2. 5 
Ga: $-3.....<. A Re eee SEES a Raat 606 16, 252 2. 2 
oe Sein, Bee Os iidctacdantukere State Capitol Homes____._______- 616 } 25, 229 © 65 
oe Oe Re eae Capitol Homes addition__._._.__- 178 bs derma .? 
4. 6-4,..-...}..... Aes eS ES Sa ae 616 21, 659 2. 93 
Ga. 6-5R-1- cs schakes TS oaks nx dane cdacues 543 18, 582 2.85 
Ga. 6-5R-2_- x | Sea Sg tee ee Herndon Homes. ............-.-.- 519 18, 368 2. 95 
Ga. 1-1- Augusta NEES” oes Oe eee ee 167 6, 118 3.05 
te: RE eae alekide Geen See a 166 6, 757 3.39 
Ga. 1-3R..--- Rk SS cieere Mam 275 9, 954 3, 02 
Ga. 1-1A Eat Olmstead Homes extension.__.---- 88 2, 900 2.75 
Ga. 9-1__..-.- Brunswick.....________. UI gt re 128 3, 846 2. 50 
Ga. 9-2_._...-. oe OR eee reese Melintyre Courts_-...............- 144 4, 586 2. 65 
Ga. 4-1R____.| Columbus_ .-| Peabody Apartments... ___..-...- 360 \ 18, 866 3 09 
Ga. 4-1RA__.. Mae oA tak oy Peabody Apartments addition. -_- 150 ogee A Ping 
Ga. 43....... NE ee a Washington Apartments. ______--- 288 \ 14, 369 3.07 
Ga. 4-2A__ _ CER eee RE Washington Apartments addi- 104 bg 
tion. 
SS Decatur ee NE oe 200 8, 420 3. 51 
Ga. F=1. nat). ct RE RE = Oglethorne Homes-__.._...-...--- 187 5, 331 2.38 
Oe Saale aie | RS ‘Poutels Sees oc nc Scans 444 13, 351 2. 51 
yg, Cee RN i... >. ea 128 5, 359 3. 49 
Ga. 10-1R SENG RE | ny ee ee 132 5, 249 3.31 
Ga. 10-2. ....- .do yy § Re a eee 120 4, 329 3.01 
Ga. 5-1.... EE Sy a ERS DeSota Homes. ..............-.-.. 148 5, 412 3, 05 
Ga. 5-2. .... Se EER Altoview Terrace................- 94 4, 049 3. 59 
a gg Cee anes } ERNE | Fellwood Homes. ........-...----- 17 7, 804 3.70 
aS ee coo a EES | Yamacraw Village. ............--- 480 28, 346 4.92 
OSs 8... | ee as ad Garden Homes Estate_..........-- 314 15, 785 4.19 
| IDAHO 
| 
kT eee | wen Pela | Washington Courts. .......-.....- 56 3, 563 5. 30 
y - Saeaes ian _ See are | Pioneer Square.._....-...........- 28 1, 737 §.17 
| ILLINOIS 
| 
8 3 eer A er Elmwood Place...........-...... “a 159 7,47 3. 92 
ile | ERA Ria “SE eae aS Pyramid Ooerte......0...-.-ss<s- 240 9, 458 3. 28 
Ti. 2-2._.... DOI So encosucs tees, Frances Cabrini Homes.--.-...----- 586 29, 033 4.14 
SS ee Wt RRR © Se Robert Brooks Homes. -.._.....-- 834 38, 608 3. 84 
Oe a RE TE SI rorape oe Pat Bridgeport Homes_.--.......----- 141 7, 062 4.18 
_ eS eee RP? Sawndale Gardens. -_......-..---- 128 6, 631 4. 32 
OEE Qo aN LD . ai aE ene 179 9, 106 4.24 
tg ES eee td iio acta) Bowler Terrete. ..os0<..-.-.5....- 50 2, 474 4.12 
Ill, 12-1__.___. REESE 2 Longview Place_..........--..--- 434 19, 678 3.78 
Til, 15-1_...... East Ain EEE CE Garesche Homes. _...........----- 80 4, 576 4.77 
oy 2 AE Ee eK pO ON OS EER ae 36 1, 878 4.34 
Til. 10-1______- East Moline einai SS US aE ier 97 5, 790 4. 98 
SS roe Bast 6t. Louis.......... eee Re Eee 264 12. 933 4.08 
i, eee EE ict abst oo dinate Robinson Homes-......-....------ 144 11, 120 6. 43 
ie. eae Granite City___________- Kirkpatrick Homes. ---.....------ 151 5, 764 3.18 
i iS ae EE Ne | Fairview Homes. .-.............--- 125 6, 635 4.42 
_ | 5 See | BREESE BE | Spring brook Courts__-.-......---- 184 9, 320 4. 22 
Hy ee ane ~ PR GARE By i: aoa oe OR ea = 20, 224 3. 47 
5 eg ee Sele dle Guandlnteeesbin alibi pg a a eee 
TM. 3-2A Btn RN CaaS MNRAS RS ANE CRS a ou |} 36612) 3. “a 
Oo * aes SESS eee Sean lat 200 7, 619 3.17 
Til. 16-2__._._. SAGA el ERS BB Sets a i etn 49 1, 908 3. 24 
|} | ee US Ue Mitchell Court.................... 100 4, 405 3. 67 
i. * eke  _ eR Ss Blackhawk Court.........-----.-- 200 5, 750 2. 4 
A. 18-1_.,..... Rock Island.............| Arsenal Courts... ....-...........- 305 9, 851 2. 69 
A Saeaeulen Gorasgueid_..............- Oy Tian boi c iicincenscanens 599 22, 054 3.07 
INDIANA 
Ind. 4-1 a): lee Middletown Gardens. .-.--...----- 112 7,014 5. 22 
Ind. 3-1......- | Fort Wayne.............| Weet@ele Valley... .s.5-<.-.06...- 120 6, 053 4. 20 
SO” ES Re Re rt See. Bul eee ee 8S 4, 464 4. 23 
OO A i Sarees | Delaney Community... ---.------ 305 12, 096 3. 30 
ARES RT “Tae ec ai mS LE Ivanhoe Gardens....-_-.-.--------- 317 12, 263 3. 22 
Ind: 11-3.....-|- a RE re Duneland Village. ---.------------ 165 9, 417 4.76 
Ind. 10-1R....| Hammond..._--_------- | Columbia Center... ...--..------- 400 14,150 | 2.9 
TS eee ee a ee | Gateway Gardens. ...-.-..-..----- 176 7,050 | 3.34 
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: meee 


Operating Utilities R. M. and R. Collection loss 
service 


Other operat- | Total operating 


ing expenses expenses 


} 





| 

Per Per Per | r | Per | Per 
unit unit | Ameunt | unit ae Lad Amount! unit | Amount | unit 
month month |month) | month| janet month 





} 
$42, 000 aoa _...-..| $6,384 | $0. $136, 413 | 
48, 238 .08 | 3,727 51 115, 823 


67, 715 9, 465 ‘ 188, 909 


35, 583 - nee 4, 354 105, 539 
35, 074 " . 0: 4, 376 - 67 97, 940 
3, 797 ; 93, 076 
4, 907 . 29, 943 
4, 056 . ( 30, 687 
4, 122 : 46, 936 

3E d 19, 219 
1,517 20, 263 
1, 687 -99 | 21,896 


31, 627 
12, 309 
15, 560 
8, 600 


19, 750 
8, 075 


6, 887 : 85, 022 
3, 597 : 51,177 


39, 712 
28, 878 
63, 997 
24, 008 
25, 058 





PU NUD NN 





24, 392 | 
30, 261 | 
213, 637 
342, 807 | 
91}  .5 51, 343 | 
651 ‘ 45, 440 | 
655 . 27, 849 | 
210 35 10, 612 | 
2, 769 . 5 71, 507 | 
1, 076 . 32, 770 
559 . 2 16, 792 
2, 683 . 24, 603 
2, 895 .§ 58, 950 | 
0 35, 761 | 
772 4 25, 800 | 
560 .37 24, 812 
1, 862 .8 52, 107 
7,075 “ 132, 675 
11, 285 4 206, 783 


1, 882 . 38, 961 

511 
1, 388 
1, 541 
2, 493 
9, 671 








oe 
n~ 








BS 


oS 
--) 
me $0.8 








54, S12 2 | 
37.615 | 
64, 650 | 
46, 056 ! 
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Project-by-project listing of the locally owned low-rent program showing amount 





Location 


Project name 


Management 
expense © 





Covington 


Baltimore 





om 


be 


Thom tom eon 


i 


2 to to bo tO ty 


Pw 


! 


‘ 


CTP 


Law rence 


pe 
nee 


| 





ase 


INDIANA—Ccontinued 


KENTUCKY 


Frankfort 
Lexi nea 


LOUISIANA 


Alexandria. 
ao J siphon - — 
East Baton Rouge. -- 
ee Sep 
Lake Charles -_ _.- 


New Orleans. 


MARYLAND 


Annapolis__----..-- 


MASSACHU SETTS 


iio. NAS: 
Fall oe li dS has it 


Pregerick. occ <-.~.<i.an 


Munsyanna Homes----...-------- 
Beechwood Court._.............--- 
py eS GaSe 
Bowman Terrace.-.......--- 


Latonia Terrace.......2........-.- 
Jacob Price Homes 
Leestown Terrace 
Fowler Gardens 
Charlotte Court 
6S ee ee ea eee 
Beecher Terrace 
yo 2 y ee eee 
Sheppard Square..........-.-..-- 
Browning Springs... .-.-....-.--- 
Rosenwald Housing 
Jefferson Pl. 

Lincoln Court 


Fairway Terrace 
oe.) SSS aN 
Monte Sano Village 
RRND oes Stemi hb oh Le hd 
Washington Courts_--__..._-__-- 
High School Park Homes. __- 
St. Thomas St_- 
Magnolia St_ - 


See eee am 
Te S ke vate 
Callipoe 8t...........-- 

St. Bernard St_-.----- 


Florida Ave 


College Creek Terrace__---_-_- i 
Bloomsbury Square 
RE: TINO ges nk vino > sti tee 
McCulloh Homes.--.....---------- 
I ace GES ein hinmaigtedine 
Doupiess Siemes ccc. c........-- 
Claren¢e Perkins Homes. ----_-.-~_- 
Coane SUNOG SSE. ch icunomnece 
O’ Donnell Heights__--._.-...-.--- 
Somerset Court Homes 
NT EN ec cL sc nmeleiinn&n 
Lincoln Apartments. ...-......-.-- 


Charlestown 
SE EEL Rees 
= ROS SRE ee Beh es 
Orchard Park.......---. aegis 
RRND i ocinnvdiddndhenaxe dieses 
I oc otigbchinnsnendeube 
Washington Elms-_.....--......-- 
YORE aE SRS aE 


Lyman Terrace 





| Jackson Parkway 


| Merrimack Courts_ 
North Common Village - 
Oe SARE OE ee 
Presidential Heights. ...........-- 











Per 
unit 
month | 
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| | Ses ees 
nt | | ‘ 
Operating , Other operat- | Total operating 
porno Utilities R. M. and R. | Collection loss | ing expenses | expenses 
— oO —sSSF — | 
Per ag Per er | per Per | | Per | Per 
aad : Amount; unit | Amount | unit | Amount | = Amount | unit ‘Amount! unit Amount | unit 
onth; month | month} | mon th) | month) ; month month 
4 beans, nent | Be Re 2 nce: corbthesinaicntasiay 
| | = nee 
| @ 
2. 83 : $590 | $0.18 | $21,497 | $6.44 | $19,772 | $5.93 $396 | $0.11 | $1,101 | $0.33 | $52,785 | $15, 82 
4.90 | 45 .36 5,873 | 4.61 7,237 | 5.69 186 15} 1,075 | 184] “211057 | “16 55 
4.97 141 _06 390 | 1.81 1,207 | 5.59 0 |. 188} .87] 2,872! 13.39 
3.0) Ff 211} ,21 4,495} 4.51} 11,732 | 11.78 0 | 199} =.20] 20,517/ 20.60 
| me | | | 
| = | | 
K | | 
x 
4. 26 4 : 27, 309 . 6 31 : 300 | } 1,170 | +42) 62,776 | 2295 
4. 45 “3 1, 607 82 20, 994 | 10.73 13,459 | 6.89 300 16 | 735 | 637 | 45,802 | 23" 42 
. 88 3 1,682 | 1.63 io 601 > a 3, 568 .< 165 . 16 oe | .95 |] 16,725) 16.91 
2 a 7 . 0,766 | 10, 4: 3 3 ee Nee 77 75 | 21,898 | 9]. 
95 | 552 "3 20, 689 8.37 | 15, 594 6. 31 49} .02] 1, 449 "59 48, 102 | 19. 6 
82) @ 9,337} .99] 68,870] 7.30 39, 568 | 4.20 2,719] .20] 8 654 -92 | 155,754! 16.592 
77 | 8,639) .89]) 72,219] 7.45 51,124} 5.27 2, 500 25 | 8,788 91 170,148 | 17.54 
, (02 8,551 | 1.09 71,042 | 9.07 30,770 | 3.93 2, 660 34} 7,059 -90 | 143, 754 18.35 
. 36 4,836} .95 42,579 | 8.39 45, 563 | 8.98 1, 444 23) 4,312] .85 | 115,796 | 90 21 
3) 493 | 82 1,452 | 2.42 6,685 | 11.14 78 13| 374 62 | 12,039 | 20.06 
. 85 4 439 .81 1,283 | 2,38 5,975 | 11.07 69] .13 | 334 61 10, 721 | 19.85 
47 bE 2,358 | 1.57 11,878 | 7.92 9,107 | 6.07 35} .02 | 662 
. 37 | 1,439 | 1,62 8,958 | 9.07 5,825 | 6.56 2] .03 407 
| 
00; @ ; 3.05 | 11,723 | 9.77 48} .12/ 2,013] 1.68| 21.554 
66) @ 3 3. 06 5,602 | 9.73 207} .36] 1,049] 181 11,454 | 19.89 
WW 4 500 - 52 < 00 5. 00 3,225 | 3.36 75 08 | 1,337 1.39 12, 976 13. 52 
$1) @ 400} .67 3,185 | 5.31 2,365 | 3.94 50 08 843 | 1.40 9,130 | 15.21 
AD : 289} .33 4,810 | 5.57 7,922 | 9.17 100 -l1] 1,730] 2.00 17,802 | 20.60 
37 | 289 | +.33 5, 286 | 6.03 7,559 | 8.63 130 -15 | 1,782 |- 1.97 17,947 | 20, 48 
90 | 7,360] .63 42,805 | 3.68 | 100,880} 8.66 1, 984 -17 | 10,659} .92 | 209,105 | 17 96 
94 | 4,690} .54 32,015 | 3.69 85,467 | 9.85 1, 515 -17 | 8,004 93 | 165,881 | 19.12 
81) @ 5,580] .54] 36.858 | 3.58! 91, 024 | 384) 1,675] .16] 9,204] ‘90 | 483599 17.83 
99 a 4,930} .46 43,193 | 4.02 122,117 | 11.36 1, 641 15 | 9,627 -90 | 224,431 | 20. 88 
11} a 4,970; .60] 30,681] 3.71 | 103, 319 | 12. 48 1,317 -15 | 9,187 | (1.11 183,452 | 22 16 
O4 4 7, 535 85 34,282 | 3.84 j 97,412 | 10.91 1, 459 -16 | 8,237 -92 | 185,017 | 20.72 
35 a 3,880] .65 26,465 | 4.41] 33,979 | 5.66 1, 700 28} 6,032} 1.01} 98,142! 46.36 
‘ | | 
} i. | | 
| a H 
a | | 
7 5 0 , 13,578 | 10.48 | 10,372] 8.00 550 42 | 408 -31} 31,625 | 24.40 
34] 560] 93} 7,836} 13.06 | 3.519 | 5.87 30; .05) 277] (46! 34'898| 94°74 
i . 23,760 | 2.82 77,077 | 9.16 | 107,373 | 12.76 359 -04 | 3,027] .36 | 258 203 30. 68 
92; oe 3, 684 71 46, 212 8.87 | 33,776 | 6.49 100 | -02| 5,822] 1.12! 410'095 21.13 
93 y 3, 171 -89) 33,010 | 9.23} 21/369] 5.97 100 C3 | 3,037 | 185 74,730 | 20.90 
8; ie 3,356] 71 52,546 | 11.14 | 35,089 | 7.44 100 | O02) 5,277] 1.12} 114,656} 24.31 
40) og 8,239 | 1.00 77,475 | 9.38 | 53,713] 6.51 200} 02) 5,564) .67] 173,267! 90.98 
55 ‘ 9,634} 1.37 61,375 | 8.71 45,032 | 6.39 200} .03| 5.447] ‘77 146,656 | 20.82 
25 a 18, 153 1. 68 77, 740 7.20 112, 104 | 10.38 1, 129 -10 | 12,792] 1.18 | 289, 366 26.79 
81] ie 6,881} 1.37] 64,568 | 12.81 34,255 | 6.80 200} .04) 5,377] 1.07] 130,625 | 925 9 
i | 1,100 1.36 819 | 1.00 2 556 3.18 62} .08 | 222} .2/] 6.013 7. 
77 | 915] 1,53 856 | 1.43 1,063 | 1.77 51] .08 | 138 | 23 5, 889 9.8 
| | 
i | 
| | 
31 | 38,413] 27 139,056 | 10.19 | 102,461 | 7.43 oe 6, 795 | 39 | 339,347 | 24.61 
ii ; | 28,528 | 2.32] 105,282] 8 58 95,001 | 7.74 | (9)|__ | 9474] .77] 288110! 93 47 
4 a | 6,797} 1.85 44,450 | 12.11 34,005 | 9.26 |. : , 980 | 1.63} 111,571 | 30,39 
15 : 25,817 | 27 94,959 | 10, 22 85,847 | 9.24 | __ 8,094 | .87 | 256,003 | 27.56 
8 9,245} 1.83] 63.807 | 12.66 54,127 | 10.74 |_- 6,054} 1.20] 157,319} 31.21 
2 9,379 | 1.89 56, 880 | 11.45 45,962] 9.25] | Peat », 591 | 1.13 | 141,267 | 28 44 
)2 5,484} 1.41} 41,502] 10.70! 23689! 6.09 | 500 |. 13 3,581 | 192 | 90,475 | 23.97 
9 2,786} 65 54, 264 | 12.70 67, 946 | 15.91 | 235} .05 1,262 | .30/ 140,122] 32 89 
8 | 4,400] 1.64 24,509 | 9.16 33, 590 | 12.55 | 343 | 13} 1,262} 47 | 77,958 | 29.13 
2 1,380} .69 16,975 | 8.47 7,840 | 3.91 | 200} .08| 15350 -67 | 32,392! 16.14 
() | 5,855] 293 40,773 | 15.51 31, 140 | 11.85 | 265; .10/ 4,379 | 1.67] 87)681 | 33°36 
5 : | 5,128] 1.46 41,670 | 11.89 | 29 999 | 6.36 | 916} .26/ 4,162] 1.19 85,895 | 24.51 
2| | 7,000) 1.09] 65,510 | 10.19 | 34955] 5.43! 1,000] ‘16! 3'500 | .54] 132,678 | 20,63 
6 | 4 | 1,226 .51 26, 164 | 10.90 15,136 | 6.30 519 | 22 1,905 | .79 53,258 | 22.18 
6} i 1,450! .60 26,469 | 11.03! 15,181 | 6.33 | 577 | .24] 2,698! 1.12 54,683 | 22.7; 






































































































































































































Project-by-project listing of the locally owned low-rent program showing amount 


1038 





Project No. 


Project name 


Management 
expense 


Per 
Amount | unit 
month 











Miss. 
Miss. 
Miss. 
Miss. 
Miss. 
Miss. 
Miss. 
Miss. 


Mo. 1-1_..--- 


NS, See 


Mont. 5-1-_-.- 
Mont. 3-1-_-- 
Mont. 2-1__- 
Mont. 4-1- - - 


12,2, 


OD mt met De 
"ss® Pte |. 


ZLZLLAZZZZZLZLZ 
PEPE PPP SS 
w worm 


ZAZZZLAZ J 
See ee ee ee ee en ee ie ee 


moo DD DD tS OD 


1 


“Harrison___.___- 
PO CEG einscicimn 





MICHIGAN 


RESIS RRS teres ae 
SRgIRS ob SU Duhs bch wc tcuteceael 


| he RE 
Hamtramck 


oe 


MISSOURI 


. Louis 


MONTANA 


Anaconda 
Butte z 
Great Falls 


| Helena 


NEBRASKA 


NEW JERSEY 


Asbury Park_......... 


do 


“Atlantic City____- 


Beverly 


Burlington__._.___. __- 


Camden 

do x 
Elizabeth _ . 

_do 


Paterson 
Perth Amboy 


a 








Brewster addition 
Parkside addition 
Charles Terrace 
Herman Gardens. _- 
Smith Homes 


East End Homes. -._...........-- 
Bayou Auguste Homes 

Bay View Homes 

Magnolia Courts.................- 
Briarfield Homes._............._-- 
Robertson Homes 


The Triangle 
Burgulund Heights 
White Acres 

Highway Village 

Berry Courts 
Mountain View Village 
Reese Courts 

Victory Village 


Carr Square Village. ............- 
Peabody Terrace.--...-- 


Mount Haggin Homes 


_._| Silver Bond Homes 
..| Parkdale-.-----.- 
| Samuel V. Stewart Homes 


| Southside Terrace Homes._...- 


Fontenelle addition - -- 


Asbury Park Village._._.._-- 
Washington Village... 

Pitney Village-_-.........- 
Delacove Homes. __ 

Dunbar Homes 

Branch Village 

Abbott Village 

Mravlag Manor______- 

Pioneer Homes Sinha 
Harrison Gardens____- 

Lafavette Gardens... ae 
Marion Gardens. .............-..- 
Washington Apartments_._...__.- 
Hudson Gardens , 

Holland Apartments 

Garfield Court 

Grant Court 

Boyden Court. -.....___- 
Pennington Court_._- 

Baxter Terrace wis 

Crane Village. .-__ ... 

Hyatt Court 
Field Court_____- 


| Meadow Village.................. | 
| Riverside Terrace 


Dunlap Homes. -. 


| Lincoln Homes 


Donnelly Homes 
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S222 


BY 


SSEZESE 


PALMS KRONOS 
Ct aal 


—-— 
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30, 655 
24, 264 


5, 394 
11, 093 
5, 482 
5, 281 


20, 949 
10, 305 





6, 872 
3, 944 
18, 120 
4, 989 
6, 026 
14, 280 
14, 576 
23, 959 
21, 604 
11, 809 
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os 
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Bo mm once Be DO me 


18, 004 | 
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and type of operating expense, as included for 1952 in the 1952 budget—Continued 





Operating . | Other operat- | Total operating 
service Utilities R. M. and R. | Collection loss ing expenses expenses 





| | 
Per Per Per Per Per | | Per 
Amount; unit | Amount | unit | Amount} unit |Amount) unit | Amount unit | Amount | unit 
| month) month month mont month | month 


i ' 
| | | 





| 
| 
| | | | 
$39, 610 |$13. $46, 898 |$16. 29 . 6 $106, 165 | 
50,097 | 11. 79, 857 | 18.7! “50 | 155, 269 | 
73, 654 | 13.95 | 133, 205 17 | 245, 328 | 
| 

| 





302,843 | 11.7 276, 151 . 01 ? 17] 731,709 
18,323 | 7.27 | 18,281 ‘ “¢ 6 58, 099 | 


‘. 
42,000 | 11. 16, 708 \ ° 5, 396 z 84, 157 














| 14,165 eG: 3 oe: 26, 798 
7| 12,915 | 3 ee ‘ |} .91] 24,996 | 
i, § 18, 372 | 
20, 731 
17, 989 
17, 476 








6, 186 





86, 183 | 10. 88,965 | 11. 3, .38 ,132| .53 | 221,497 | 
80,020 | 10.15 | 70,089 | 8. 3, 38] 4,210} 53] 189,271 | 


7, 180 .48 9, 867 ‘ a as Ee, 92] .88| 24,169 
15,055 | 5.58 17, 487 . 555 | .88 | 49,255 
12, 552 4.7 17, 460 . 3 Suet , & .82} 39,130 
5, 981 3. 92 6, 284 ; | 18, 726 | 








138, 723 
73, 690 





820 
494 
046 
371 
520 
535 
730 
540 
475 
250 
010 
793 
617 
022 
031 
254 
347 
161 
5, 825 
15, 759 
4, 367 
10, 563 6, 917 
6, 928 ae 5,349 | 1. 
3,526 | 1.71 | 2 8 7s a ba 1,036 |~ . 55, 988 
3,673 | 1.02] 31,575 e 32,7 <Se wees 3,084 | .86| 85,962 
3,285 | 1.03 | 35,875 | 11.57 ; 8.63 | ee 1,515| .49| 80,755 
1,285 | .90 | 257 | 12.89 31! 70 | 11} 2.376] 1.6 43,812 | 30.5 
5, 100 | 53,676 | 11.90 | 32,984 | | ‘ : 7,056 | 117,020 | 25. 


36, 398 


— 


iad a date died 


_ 


1.8: 








_ 
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8, 554 
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10, 2 
6, 4¢ 
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Project name 





<nnns 
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wind 


~“ 


Oreg. 1-1R-- 
Oreg. 1-3 
Oreg. 2-1...- 


NEW YORK 


| Buffalo__....-- 
_.do 


Bs ION ain ek nie 


| ee j 
— York Cit 


.| Syracuse 
| Utica 
Yonkers 


NORTH CAROLINA 


Charlotte 

do 

do a 
Fayetteville 

do 


Highpoint ge 


ao we 
Raleigh _- 
do 
Wilmington 
flo 


ORECON 


_.| Milwaukie___- 
RRM do 
.| Portland 


PENNSYLVANIA 


Allentown... 
do 
Beaver County --.- 
do Sai 
do 
do 


do 


Allegheny County Ce 


do 
..do 
PERSE 
Bethlehem -- 
Chester _ _- 


Se ee ~ 
| Fayette County-. 
ee Oe 
cee 
..| Harrison -_- 
do aan 
Johnstown. _-..- 
tee 
McKeesport.__-- 
..do 
do 


Montgomery County we 


Philadelphia - _- 
ma 4 
_.do 


-__do 


| LRT er 


| Lake View_. 


_.| Willert Park. 


Commodore Perry 
| Willert Park _- ‘ 
Red Hook Houses.- 


| Viadeck Houses 


Kingsborough Houses... ..-------- 
South Jamaica Houses. .--.------- 


East River Houses 


| Clason Point Houses-. ---------- 


Jacob Reis Homes.---- 
Markham Houses 

| Pioneer Homes 
Adrean Terrace : 

| Mulford Garden. - -- 


Piedmont Courts_---__._.---- 


| do eee 
Fairview Homes. __. 


Cross Creek Court.........------- 


| Cape Fear Court 
Cox Homes 
Brooks Homes... 
Bright Homes 
Wooten Courts 

| Trent Court. 
Craven Terrace _- 
Chavis Heights_-- 
Halifax Courts 
Nesbitt Courts 


RE Pe ns oss wn emcee 


Clackamas Heights 
Hillside Park. __- 
Columbia Villa-- -- 


Hanover Acres__---_- 
Riverview Terrace. 
Linman Terrace 
Griffith Heights 
Morado Dwellings 
Harmony Dwellings. --- 
Economy Village -_- : 
MekKie’s Rock Terrace 
Hawkins Village _ - 


SE SEE Chon wiee wn une 


Cochran Dale 


Lamokin Village - -_- 
Penn Homes 


McCaffery Wilegh. 4. 5. occea 


Arbor Homes 


Lake City Dwellings 2S PE As 


Vierer Wood Acres____- 
OCopeiemd 21... 
Gibson Ter 

Day Homes. RSS 
Hoverter Homes. _____- 
Prospect Homes. 
Oakhurst Homes... 


Crawford Village...._______- 


Harrison Village 
Crawford Village 
Penn Village_.- ior} 
Johnson Homes._-.-_-- 
Tasker Homes_._-__- 
Allen Homes 


Johnson Homes addition. ____- 


Tasker Homes addition 


| 





_.| Queens Bridge Houses... ...._..--| 
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| 
| 
| 
| 
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172 | 
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533 | 
138 | 
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, 160 


447 | 


,170 


400 | 


, 190 | 


360 | 
678 | 
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Project-by-project listing of the locally owned low-rent program showing amount 


Management 


Amount 


| 
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$32, 014 | 


8, 878 


33, 495 | 
21, 566 | 


119, 526 


141, 724 | 


72, 733 


66, 836 | 
25, 260 | 


70, 648 


22, 426 | 


62, 689 
21, 800 


33, 380 | 
11, 652 | 
21, 462 | 


4, 433 
3,418 


320 | 
850 | 


, 856 
2, 249 
, 762 
844 


, 038 | 


5, 47 


7, 557 | 


h, 222 


, 259 | 


9, 493 


, 609 | 
, 538 | 
, 204 | 
036 | 


3, 829 


, 691 | 


, 115 


5, 133 | 
, 893. | 


7, 265 


2, 580 | 
5, 506 | 


5, 391 


26, 119 | 


41,717 


54, 216 | 


2, 785 


3, 176 | 
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and type of operating expense, as included for 1952 in the 1952 


1041 


budget—Continued 





Operating 
service 


Utilities 


R. M. and R. 


Collection loss 


Other operat- 
ing expenses 


Total operating 
expenses 





Per 
|}Amount! unit 
| | month 


| 


| $22, 538 

4, 290 
24, 397 
12, €02 
117, 127 
125, 964 
63, 512 
58, 162 
2, 577 ‘ 


17,110 


1, 500 
1, = 














1 
1 
a 
2. 
2. 


a 


Per 

Amount | unit 
; month 
| 


Per 


Amount | unit 


| Amount | 
month) 


Per 
unit 
| month 


Per 
unit 
| month 


Amount | 


| Per 
Amount} unit 
month 
| 


| 
| 
| 
| 
| 








1 | $111,384 |$13. 90 
9, 


24, 215 
104, 481 
44, 199 
232, 618 
262, FOS 
132, 737 
104, 694 
49, 868 
104, 261 
50, 771 
112, 104 
46, 338 
84, 404 
32, 815 
66, 257 


11.73 
11. 28 
28 
62 
05 
22 
48 
30 
42 
. 58 
. 84 
73 
. 34 
12. &4 
10. 04 


~ 


MN OMN Sab 


— 
22OonN 


26, 210 
6, 300 
62, 692 


32, 429 
11, 165 
10, 584 
5, 899 
13, 924 | 
5, 240 | 
6, 313 
31, 642 
16, 051 





72, 817 
116, 044 
157, 032 | 9.88 

7, 444 | 11.49 

5,456 | 5.91 


il. 34 
9. 67 





80203—5 


| 


$61, 446 
24, 093 
93, 161 
41, 029 

251, 847 

277, 535 

187, 556 

144, 835 
47, 373 

127, 992 
44, 381 
50, 225 
46, 852 
75, 990 
17, 928 
39, 539 


12, 630 
62, 254 
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Ez 
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— 
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1.6 
1.2 
1. 5: 
1.! 
2: 

1. 43 
1.0 
Ee 
z: 


S| 
a. 


-_ 





3, 108 


770 
845 
3,919 





| 
| 
| 
| 
| 











51 
- 4 | 


$241,676 | 5 
66, 408 | 
270, 829 | 

* 123, 169 
777, 059 | 
868, 5¢3 | 
479, 643 | 
395, 964 | 
154, 351 | 
379, 004 | 
131, 872 
292, 932 
128, 524 

222 , 932 | 
“66, 111 | 
153, 418 | 


74,772 | 
75, 006 
12, 628 | 
12, 811 | 
“56, 147 | 
27. 099 | 
22, 635 | 
24, 905 
40,976 | 
59, 205 | 
57, 282 | 
45, 499 | 
49, 548 


44, 641 | 
27,611 
157, 133 





23,170 | 25. 08 
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Project-by-project listing of the locally owned low-rent program showing amount 





Management 
expense 





Project No. i Project name 
Per 
Amount | unit 
month 





PENNSYLVANIA—COn. 


Addison Terrace 

Bedford Dwellings 

Wadsworth Aliquippa Terrace____ 
Arlington Heights 

Allegheny Dwellings 

Glennside Homes 

Maple Terrace 

Lincoln Terrace 


orapw 
FELERSES 


= 
o 


RHODE ISLAND 


Pawtucket Prospect Heights 
Providence Chad Brown Houses 

do Roger Williams Homes 
Marin Heights 


Ver SS eo 
ESZSSZEE25 


ee © 


aww 
—— eK 


College Hill Courts 
‘ do East Lake Courts 
Tenn. OSE: Allenton Heights 
Tenn. ciate Merry Lane Court 
Tenn. 6 Lee Homes 
Tenn. aes --do. Riverview 
Tenn. 3- Western Heights 
Tenn. ; ee Seer” College Homes 
Tenn. 3- - Austin Homes 
Tenn. mee i Lamar Terrace 
Tenn. 1-2R...|__...do......- Foote Homes 21, 607 
Tenn. 1- Lemoyne Gardens 12,972 
Tenn. } --do Lemoyne Gardens, extension 34: 9, 963 
Tenn. Cayce Homes 386 14, 929 
1A. 
Tenn. ; | Napier Homes 17,179 


io 
~~ 


ae es 
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= 
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t 
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Se 


Austin ...-----| Chalmers Court 
do__.................| Rosewood 
..do DO hoa alee i 
Boytown.. lalla ttehiwr o heii 
-do.. 








zs 


Wiggins ‘leas 

Navarro Place 

Leathers Center 

ay | Rereey vais in Fy a 

Dallas _- Roseland Homes 

Re eS Little Mexico Village 
--0..........-........]| Frasier Courts 

Cedar Springs Place, addition 
Washington Place 
Washington Place, addition 


S27 


eas 
Gok 


wm Bono arc0 
2% oe et ™ 0.9 et 6 


EeEE 
=P 
& i COCO Go G9 Go CO CO CS CO GO COCO EO OO CO em mY 
2 t Secwss 


PP 


_— ee 
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Ripley Arnold Place 


1, ee 


Oleander Homes 
Palm Terrace 
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and type of operating expense, as included for 1952 in the 1952 budget—Continued 





Operating 
service 


Utilities 


R. M. and R. 


Collection loss 


Other operat- 
ing expenses 


Total operating 
expenses 





Per 
unit 


month 


Per 
unit 


month 


Per 
unit 


month 


Per 
unit 


month 


Per 
Amount} unit 


month 


Amount 


Per 
unit 
month 
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$182, 722 
154, 876 
525, 034 
185, 693 

88, 218 
110, 757 
33, 705 
16, 863 


93, 595 
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Project-by-project listing of the locally owned low-rent program showing amount 





Project No. 


Location 


Project name 


Amount 


Management 
expense 


Per 
unit 
month 








TEXas—continued 


VIRGINIA 


Alexandria 
do 


Bristol 


WEST VIRGINIA 


Charleston 
...-do 
Huntington 
— 
oC Wee Sat 
Martinsburg 
ao... 


“Mount Hope 


Wheeling 
Williamson 


fe See aie eye 
Cuney Homes addition 

8 ee ae a Rn 
San Felipe Courts................. 
Irvington Courts.................. 
San Felipe Courts 

Colonial Guadalupe 

Hub Homes 


Apache Courts 

lf, Ea Cees 
Wheatley Courts 

OS ESE: Ee 


a ea RE SS 
Ross Homes 
RE REPRE Hee 


Roberts Homes 

NT ee ee 
Rice Terrace 

Johnson Court 

Donisville 

et Se en 
| Marshall Courts. ...._.- BG A ae 
Oreutt Homes 


West Park 

Mount Angeles View 
Black Diamond 
Yesler Tearace 


Yesler Terrace addition 


Washington Manor 
Tettlepage Terrace 
Washington Square 
Northcott Court______. 
Marcum Terrace. 
Stephens Homes. -____.- 
Gates Village 

Stadium Terrace. 
Vineyard Hill Homes 
Lk Bo RE egies irene ae 
Williamson Terrace 





\ $22, 393 


14,181 
23, 936 
13, 433 
18, 559 
11, 691 

5,319 


41,178 


33, 108 
11,372 
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and type of operating expense, as included for 1952 in the 1952 budget—Continued 





Operating 
service 


Utilities 


R. M. and R. 


Collection loss 


Other operat- 
ing expenses 


Total operating 
expenses 





Per 
unit 


month 


Per 
unit 
month 


Per 
unit 


month 


Per 
unit 
month 


Amount 


Per 
unit 


month 


Amount 


Per 
unit 
month 





2, 243 


16, 613 
408 

1, 120 

11, 580 
3, 326 

2, 930 


552 





1,710 } 


$26, 081 


16, 210 
27, 4: 
16, 050 
20, 458 
16, 911 
7, 894 
47, 440 
33, 500 
10, 950 
15, 800 
1l, 596 
10, 100 
325 


092 


5, 383 


13, 161 


112, 466 


98, 918 
33, 262 
41, 913 
8, 178 
10, 632 
7, 095 
9, 744 


18, 072 
13, 580 
10, 085 

5, 053 

3,710 
16, 892 
27, 468 
12, 554 
68, 800 
34, 493 
24, 370 
16, 772 
52, 166 


58, 208 
14, 005 

4, 643 
74, 830 
18, 010 
17, 200 


22, 244 
14, 037 
5, 612 
10,310 
25, 341 
1, 857 
1, 991 


362 


$5, 839 
2, 943 
6, 239 
2, 754 
5, 634 
1, 464 
2, 070 
6, 828 
4, 633 
2, 095 
2, 360 
1, 066 

712 
927 


1, 694 





449 
614 
13, 100 
2, 389 
3, 500 





2,131 


$114, 771 


66, 906 
109, 197 
69, 070 
89, 572 
52, 940 
24, 843 
229, 556 
180, 966 
60, 400 
79, 542 
28, 863 
28, 129 
20, 343 
27, 637 


27, 427 
21, 695 
37, 533 
19, 532 
10, 363 
52, 924 
72, 656 
33, 458 
171, 465 
82,055 


44, 757 
96, 510 


160, 469 
19, 560 
10, 056 

207, 520 
68, 802 
51, O80 


40, 527 








2,215,722 








2,301,824 








13,705,631 








190, 559 





“sae 


761,930 





36,446,672 
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SUPERVISION OVER LOCAL HOUSING BUDGETS 


Mr. Tuomas. Just what supervision do you keep over these various 
housing authorities to hold these costs down? 

Mr. Eaan. We have an actual budget control annually. In other 
words, they submit an estimate of their needs, and we examine it 
very carefully and see that it conforms to our regulations. 

Mr. Tuomas. Do you have your records here where you can turn 
to any particular project and let us see what these unit costs are? 

Mr. Ketry. Not with me; no, sir. 

Mr. Tuomas. What about your wage scale, and what about the 
actual amount of repairs you do per unit? Your wage scale is set 
under the Davis-Bacon Act; is it not? 

Mr. Eaan. Not on this. This is maintenance labor involved here. 

Mr. Tomas. They are not under it? 

Mr. Eagan. No. 

Mr. Ketiy. But they must be paid prevailing rates. 

Mr. Tuomas. It is bound to be at prevailing rates? 

Mr. Ke tty. Yes. 

Mr. Tuomas. The contractors, engineers, and architects in the con- 
struction work are under the Bacon-Davis Act? 

Mr. Ecan. That is right. 

Mr. Tuomas. What supervision do you have over the number of 
employees that X housing authority will place on any one of its given 
projects? 

Mr. Ecan. We have certain criteria which we can apply to the size 
of projects in certain locations. 

Mr. Tuomas. Suppose they ignore you and say “‘After all, the title 
belongs to this housing authority, and they are a better judge of how 
many employees it will take to “keep this place going than you are.” 
Under those circumstances, what can you do and what do you do? 

Mr. Ecan. We have gone so fas as to actually threaten to take over 
the project. 

Mr. Tuomas. Do you have authority under the law to take them 
over after title has passed? 

Mr. Ecan. We do now, under the Housing Act of 194% We did 
not prior to that, but we did have some sanctions in the contracts 
where we could even freeze bank accounts. 

Mr. Tuomas. Do you have that authority in the 1949 act? 

Mr. Ecan. I think we do. 

Mr. Amis. That is written into the contract; 

Mr. Tuomas. Do you have any cases in min whats you have had 
any difficulty along these lines? It may not be advisable to give the 
name and the specific location, but just relate some facts as to cases 
you have had along that line. 

Mr. Ecan. We have had cases where the State law was changed 
permitting local housing authorities to pay their commissioners, which 
we refused to permit. They insisted upon it and actually had dis- 
bursed funds for that, however when threatened, if they did not put 
the money back, to take the project over, they put it back. 


Mi 
mans 
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MANAGEMENT 


Mr. Tuomas. You are spending $6 million plus for the item of 
management. What is included in the subhead “Management” of 
these 140,000 units? 

Mr. Ecan. That includes work such as tenant selection, rent collec- 
tion, annual examination of the eligibility of tenants, reexamining 
tenant income annually. 

Mr. Tuomas. Where is that work done? 

Mr. Ecan. Right in the local authority office. 

Mr. Tuomas. That is part of your personnel set-up in the field? 

Mr. Eaan. No. The local authority does that, but we check on 

We make spot checks of their occupancy records. 

Mr. Tuomas. Your field auditors go through and check it? 

Mr. Eean. That is right. 

Mr. Tuomas. You do not have any people on the ground super- 
vising these projects; that is for the local housing authority to do that? 

Mr. Eaan. Yes, sir. 

Mr. THomas. What limitation do you have on salaries paid? 

Mr. Eaan. We compare the salaries generally with comparable 
salaries of public officials in the locality. We make a comparison of 
what they are paying, for instance, the housing manager compared to 
what would be paid for a similar job under the municipal set-up or 
the school set-up or something else in the locality. 


DESCRIPTION OF PROJECT-MANAGEMENT OPERATIONS 


Mr. Tuomas. In regard to that table you are going to prepare, it 
might be well to pick out, say, two projects in the South, two in the 
Southeast, two in the Middle West, and two on the Pacific coast, and 
give us a description of the management and the job they have and 
the pay that goes with each one of them. 

Mr. Eaan. Yes, sir. 

Mr. Ketty. A description of the management operations and the 
work they do? 

Mr. Tuomas. Yes; and the number of each one of them in the seven 
or eight that you pick out. 

Mr. Eaan. Yes, sir. 

(The information is as follows: ) 


The management operations of these projects consist of maintaining the project 
and its facilities in good condition to protect the investment, keeping the project 
fully tenanted with eligible tenants in order to insure maximum income consistent 
with the intent of the program, and operating the project in the most efficient 
manner possible in order to assure a minimum of expenses. More specifically, 
this includes such details as: 

1. Selecting, training, and supervising personnel engaged in leasing and occu- 
pancy, maintenance, and operations, accounting and other project management 
functions. 

2. Selecting tenants including determining eligibility through verification of 
income and investigating their present housing conditions, and establishing rentals. 

3. Reexamining tenant incomes to determine eligibility for continued occupancy 
and appropriateness of rents being charged and verifying report of income. 

4. Interviewing tenants, explaining rules and regulations of occupancy, receives 
tenants’ complaints, and resolving questions concerning the activities and: privi- 
leges of the residents of the project; formulation of plans for project upkeep and 
improvement. 

5. Processing various project documents, such as insurance documents, purchase 
orders and vouchers, payrolls, personnel papers, budgets, correspondence, reports, 
leases, etc. 
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6. Collection and deposit of rents, maintenance of all financial and cost records, 
ee and execution of the project budget, procurement of equipment and 
supplies. 

i Establishing maintenance programs for the upkeep and care of buildings, 
grounds, project facilities, equipment, and utilities. 

8. Stimulating and encouraging tenant cooperation in the maintenance of the 

roject. 
° 9. Maintenance of contacts with members of the local authority and PHA 
field office staff concerned with the management functions on the project. 

10. Establishing and maintaining necessary contacts and working relationships 
with city and other public officials and representatives of industrial plants and 
organizations. 


The management staff on several typical projects is listed below: 









DESCRIPTION OF MANAGEMENT OPERATIONS FOR SEVERAL Low-REnNT ProseEcts 

or AVERAGE S1zE AND MANAGEMENT CosTs 
SOUTHEAST 

Location: High Point, N. C. 

Project No.: NC 6-1. 

Name: Clara Cox Homes. 

Number of units: 250. 

Management expense: $9,856, or $3.30 per unit per month. 


Management staff 


| 














Charged this project 























| Annual salary! 
| Man-years | Amount 
Executive director (manager) ...............--.....-.--...-.-- $4, 400 0.8 $3, 723 
ee Ea aden aniamundiinigs | 2, 800 | .8 2, 362 
ene Baeenaeeeh SUP VEN ro . . ccceka ink cdmacicnbacgssscess | 2, 000 | 8 1, 653 
a ge a Pan | 2.4 | 7, 738 








The balance of the time and salaries of these employees or $1,446 is charged to 
another project in this locality. 


Other office expenses: $2,118. 


Location: West Palm Beach, Fla. 
Project No.: FLA 9-1. 

Name: Dunbar Village. 

Number of units: 246. 
Management expense: $9,326, or $3.16 per unit per month. 


Management staff 








| Man-years 

















Annual salary 

‘ EDS EEE NE SET ONE A AE RTE CLE CAD EOE SRT IE INS | 1 | $1, 800 
la al SPI I SAT le aie ce ark es ae acta PMS 1| 1, 200 
Se ae ees ae ee RCE Nee | 2 | 3, 000 





In addition, approximately half of central office salaries, or $4,600, which is the 
equivalent of two more positions, is prorated to this project. 
Other office expenses: $1,726. 


SOUTH 

Location: Phenix City, Ala. 

Project No.: ALA-—5-2. 

Name: Frederick Douglas Homes. 

Number of units: 206. 

Management expense: $9,060, or $3.66 per unit per month. 





How 
Cast 
Man 
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Management staff 





| Charged to this project 
Annual salary} 





Man-years | 





Housing manager-. 
Cashier______- tA 
Management-aide____._....__- 


$3, 480 
1, 440 
3, 200 


$3, 480 
1, 440 
960 











j 


In addition, the project is charged with $2,216 representing the equivalent of 


approximately one position and a proportionate share of services received from 
the central office of the local authority as follows: 





| Charged to this project 
| Annual salary 





Man-years Amount 





Executive director-__- 
Accountant Pitas 2S 
Stenographer-._..-- : 


$870 
1, 176 
170 








2, 216 





Other office expenses: $964. 


Location: Brownwood, Tex. 
Project No.: TEX 21-1. 
Name: Park Homes. 
Number of units: 84. 


Management expense: $3,951, 


or $3.92 per unit per month. 


Management staff 








Man-years Amount 





Executive director and secretary 


$3, 225 





Other office expenses: $726. 


Location: Decatur, Ill. 
Project No.: ILL 12-1. 
Name: Longview Place. 
Number of units: 434. 


MIDWEST 


Management expense: $19,678, or $3.77 per unit per month. 


Management staff 





| 
| Man-years |Annual salary 
| 





Executive director 
Auditor 


Re. a soanaees 


Clerk-stenographer 


RE otih odie atch acbatinowuseessboskes 


| 
| 





| 
| 
| 
| 





Other office expenses: $3,964. 


Location: Kokomo, Ind. 
Project No.: IND 7-1. 
Name: Gateway Gardens. 
Number of units: 176. 


Management expense: $7,050, or $3.34 per unit per month. 
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Management staff 





Charged to this project 





Man-years Amount 





Housing manager 1 $3, 600 
Clerk-stenographer 1 ‘ 1, 760 
. 450 





2.3 5, 810 














Other office expenses: $1,240. 


Location: Butte, Mont. 

Project No.: MONT 3-1. 

Name: Silver Bow Homes. 

Number of units: 225. 

Management expense: $11,093, or $4.11 per unit per month. 


Management staff 





Charged to this project 
Annual salary 





Man-years Amount 





Executive director 
Secretary-accountant 
Stenographer-file clerk 

















Other office expenses: $1,698. 


Location: Bremerton. 

Project No.: WASH 3-1. 

Name: Westpark. 

Number of units: 600. 

Management expense: $23,435, or $3.25 per unit per month. 


Management staff 





Charged to this project 





Annual salary 
Man-years Amount 





Project manager __ % . $3, 000 
Office supervisor... 3 as ‘le d g 2, 400 
Bookkeeper ath = aie : 660 
Cashier-clerk se ‘ ‘ 1, 800 
Stenographer-clerk . 1, 629 
Management-aide ¥ 7 2, 314 








11, 803 











This local authority operates a total of 2,600 dwellings. The authority has a 
total of eight central office management employees; the prorate to WASH 3-1 
is approximately 25 percent of central office salaries, or a total of $7,725. 

Other office expenses: $3,907. 
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MAINTENANCE AND REPAIRS 


Mr. Tuomas. What about your repairs, alterations, and so forth? 
Is that done by contract or done by force labor, by your regular staff? 

Mr. Ecan. That is done by the local authority’s staff. The only time 
some of them contract for such things may be for a painting job or 
interior decorating. 

Mr. THomas. Does this “Maintenance and repair” item of $13,700,- 
000 include materials? 

Mr. Eean. That is right. 

Mr. Tuomas. Does it include wages, salaries, and materials? 

Mr. Ecan. Wages, salaries, and materials. 

Mr. Ketry. And any contract that might be let, which will approxi- 
mate about 10 percent. 

Mr. Tuomas. This thing boils itself down simply to this, as I see it: 
About all you can do is to send your auditors around and see that there 
are no dummies on the payroll and that the money is spent. 

Mr. Eean. That is right, see that they are economically operated. 

Mr. Tuomas. And, until they just try to jump over the moon, there 
is very little you do or can do about it. 

Mr. Eean. There are three major things we have been constantly 
watching on those operations——__. 

Mr. Tuomas. It looks to me like the only way the committee can 
protect the Housing Authority and the taxpayers of the United States 
is to put a limitation on that amount of money. 

Mr. Eean. It would be very difficult. 

Mr. Tuomas. Why would it be difficult ? 

. Mr. Eean. I think it would be difficult to set a limit. I do not 
now 

Mr. Tuomas. If we put a limitation on that amount and then they 
come to you for an annual contribution, that annual contribution will 
be gaged by that limitation you put on it. So it is a very effective 
device; is it not? 

Mr. Eean. I would like to look into the ramifications of it. I do 
not know what they are. 

Mr. Tuomas. You are three jumps ahead of me. That would be 
a very effective control, certainly. If you tell them they can only 
spend for nonadministrative expenses $30 million and they spend $35 
million and then come back to you and say they want a $35-million 
contribution, your answer is: “You were told you could not spend but 
$30 million, so we have to deduct from your contribution $5 million.” 

Mr. Eaan. I would like, as I say, to go into the ramifications of 
that because I can conceive of projects that are partly in management 
and partly in development. 

Mr. Tuomas. There might be little odds and ends there, but, by and 
large, I think it would work. 

(The following statement was submitted to the committee :) 

After careful consideration, it is our conclusion that a fixed limitation upon 
local housing-authority expenditures set forth in the annual appropriation act 
would be of questionable legality, and would be unsound from the standpoint of 
Government financial and administrative policy. 

For such a limitation to be effective, it would have to operate either against 
the local housing authorities which participate in the low-rent public-housing 


program or against the PHA directly. It appears very doubtful that a legally 
valid provision could be drafted along either line. 
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In the first place, the terms and conditions governing the application of project 
revenues to all purposes, including operating expenses, are fixed explicitly in 
existing financial-assistance contracts entered into by the local housing authori- 
ties and the PHA in accordance with law. ; 

In addition to those of the local authorities and the PHA, contractual rights 
and interests in the validity of these agreements exist as to the local governing 
bodies, through the cooperation agreements between these bodies and the local 
housing authorities, and as to the private investors through the bonds and bond 
resolutions. It does not appear reasonable to conclude that the terms of these 
agreements can be unilaterally modified by legislation. 

If, on the other hand, the provision were drawn so as to operate against PHA, 
it would seem that it could only be operative by requiring, under certain condi- 
tions, that the PHA withhold payment of annual contributions otherwise due 
under the contracts. Again, it would seem that such a requirement could not 
be imposed legally, inasmuch as payment of the annual contributions under the 
terms of existing law and contracts is absolutely pledged as security to the 
bonds with which these projects have been financed. In other words, a limi- 
tation drawn in this way would necessarily be either inefficient or illegal. 

Apart from the legal question, the proposed limitation would also constitute 
an unsound measure from the point of view of governmental financial policy and 
the Government’s financial interests. The annual contributions provided for in 
existing contracts have, in all cases, been pledged as security for the payment 
of the principal and interest on the bonds issued by the local housing authorities. 
Application of the limitation upon operating expenditures would necessarily 
create a cloud upon the security of these bonds. 

As of September 30, 1950, private investors held $132,213,500 of these obliga- 
tions purchased on the faith of these representations. Largely because of the 
unequivocal character of this pledge such bonds have met increasingly favorable 
response in the market, and have achieved interest rates equaled by few, if any, 
long-term obligations. Legislative action which would now throw doubt upon 
the validity of this pledge might result in destroying the market for these bonds 
completely; at best it could be expected to result in a substantial increase in 
interest rates, thus increasing the debt service on the program and the total cost 
to the Government. 

Finally, such a limitation would be administratively impracticable. The 
annual budget estimates are submitted in September—9 months prior to the 
commencement of the budget year and almost 2 years before the end of that 
year. It would be quite impossible to estimate operating expenses so far in 
advance accurately enough to establish such a limitation on a realistic basis, even 
if that were the limit of the problem. 

There are, however, still other difficulties. Many operating costs—such as 
utilities, for example—are dependent upon factors (such as local rates, weather 
conditions, ete.) which are neither exactly predictable nor subject to control. 

In addition it must be remembered that the time period covered by the op- 
erations of the projects by no means coincides with the fiscal year for which the 
budget is submitted. The estimate of operating expenses is made as part 
of the process of developing an estimate of annual contributions; therefore, 
it covers the operations of projects eligible to receive contributions during the 
fiscal year—one full year of operations for each project. Some projects have 
fiscal years running from January 1 to December 31; some April 1 to March 31; 
some July 1 to June 30; and some October 1 to September 30. 

Therefore, the estimate of operating expenses affecting annual contributions 
due during a Federal fiscal year reflects operations in different projects with 
respect to four different overlapping time periods. While it is possible to make 
a reasonably accurate estimate for the purpose of approximating future annual 
contributions, it would obviously be hopelessly involved to attempt to compute 
or control a limitation under these conditions. 

As a matter of fact, we believe that our existing controls of local authority 
expenditures are adequate and actually do achieve the objective of limiting 
local authority expenditures to the lowest feasible level. 

Under the terms of the “annual contributions” contracts the local housing 
authorities have agreed to maintain and operate the projects efficiently and eco- 
nomically. Further, they are required to submit for our prior approval annually 
their proposed budgets of operating expenses. We give these budgets a careful 
review and approve them only when the proposed expenditures appear to be rea- 
sonable and necessary in the efficient and economical maintenance and operation 
of the projects. These “annual contributions” contracts further provide that 


the | 
appr 
ing 
as té 

It 
thes 
pay! 
all j 
lieve 
I 
you 


wh 





1053 


the local housing authorities may not exceed these budgets without our prior 
approval, and for a breach of this covenant we have various sanctions, includ- 
ing that of freezing the bank accounts of the iocal housing authority as well 
as taking over possession of or title to the projects themselves. 

It seems to us, therefore, that we do have reasonably effective controls over 
these expenditures. Since these expenditures, excluding reserves, debt service, 
payments in lieu of taxes, and nonoperating expenses, but including in nearly 
all instances all utility costs, average only $21.60 per unit per month, we be- 
lieve they are actually being effectively controlled. 

I do not quite understand your figure of 140,000 units. I thought 
you had considerably more than 140,000 units. 

Mr. Ketty. Yes. Those 140,000 units are locally owned projects 
which receive annual contributions and tie into the table on page 101. 


NUMBER OF UNITS IN ACTIVE MANAGEMENT 


Mr. Tuomas. How many units do you have altogether ? 

Mr. Ketiy. We have in this program in active management roughly 
200,000. Approximately 50,000 are federally owned, although the 
bulk of them are operated by local housing authorities, 5,000 locally 
ewned not eligible for annual contributions and 5,000 off the Conti- 
nent not included in the table showing the 140,000 locally owned units. 

Mr. Tuomas. How many units were authorized and do you have 
under the 1937 program ? 

Mr. Ketiy. Two hundred thousand. 

Mr. Tuomas. How many were authorized under the 1949 program ? 

Mr. Ketry. Eight hundred and ten thousand. 

Mr. Tuomas. What was the figure you gave this morning that are 
under construction now ? 

Mr. Eaan. Roughly 35,000. 

Mr. Tuomas. At the end of fiscal 1951 how many units will be com- 
pleted and occupied ? 

Mr. Ecan. Twenty thousand units that are now under construction 
will reach the management stage. 

Mr. Tuomas. In fiscal 1952? 

Mr. Eaan. Yes, sir. 

Mr. Tuomas. That will be 20,000? 

Mr. Eaan. Yes, sir. 

Mr. Tuomas. Where do you get the figure of 140,000 units for 
1952? 

Mr. Ketty. There are 201,526—— 

Mr. Tuomas. In the 1937 act? 

Mr. Ketuy. There are 201,526 units in active management in this 
program, which includes PWA projects and farm labor camps. That 
is expected to be 211,594 by the end of this year and to reach 264,118 
by the end of fiscal 1952. 

I misstated the figure. There are 53,000 that will become available 
for occupancy in 1952. 

Mr. Ecan. That 53,000 is different from the 20,000. 

Mr. Ketty. Yes. The 20,000 was an error. It should have been 
53,000. 

Mr. Tuomas. I am talking about your Public Housing Authority 
program. 

Mr. Ketiy. The 140,000 units which we were discussing in reference 
to the $86 million amount are the locally owned projects which are 
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now under contract and in active management and available to re- 
ceive contributions. Then, in addition, there are 50,000 units that do 
not receive contributions. They are federally owned and operated 
under leases. 

Mr. Tuomas. What percentage of the 50,000 goes back to your 1937 
program ¢ 

Mr. Kerry. The 50,000 federally owned units all stem from the 
1937 Act except 9,000 units in the farm labor camps. 

Mr. Tuomas. Where is the nonadministrative cost on those 50,000? 

Mr. Ketiy. The cost comparable to the $36 million figure—— 

Mr. THomas. Are those purely federally owned and operated ? 

Mr. Ketry. Not operated. The most of them are operated by lease 
with local housing authorities but they do not receive annual contri- 
butions. 

Mr. Tuomas. How are they supported and maintained now ? 

Mr. Keiiy. The funds of the United States were used to build 
them, and the net income is returned to the Government. 

Mr. Tuomas. There are 50,000 of those units. Those are all low 
rent. Why cannot those 50,000 units be turned over to local housing 
authorities ? 


TYPES OF HOUSING PROJECTS 


Mr. Ketiy. There are three types of them. One is the PWA pro- 
jects, which were the original experimental projects of PWA, which 
were transferred to the United States Housing Authority when the 
law was passed in 1937. They were federally constructed and federally 
owned but operated by local authorities. 

In addition, under Public Law 671, certain projects were built in 
communities where there were no local authorities or where the local 
authorities did not care to build war projects, and they are still owned 
by the Federal Government. 

Then the State of Ohio had an adverse legal decision on tax exemp- 
tion, which made it impossible for them to retain the projects in local 
ownership, and they were transferred back to the Federal Govern- 
ment. 

Mr. Tuomas. There are 50,000 of those units. How many of them 
have been refused by local housing authorities? By that I mean 
they refused to buy and take them over. 

Mr. Ecan. Those in Ohio, of course, were really built and operated 
as low-rent projects, but because they would have to pay the full tax 
on them they reverted to the PHA. There has been some recent legis- 
lation introduced in Ohio—as a matter of fact, it passed last year— 
which corrected that situation, but that particular piece of legislation 
has not yet been passed on by the supreme court of the State. When 
and if it is, and if the legislation is sustained by the court, we will in 
all probability convey those projects back to the local housing author- 
ities of Ohio. 

Mr. Tuomas. How many are there in Ohio? 

Mr. Ketry. 10,840. 

Mr. Tuomas. You have 40,000 left—— 

Mr. Ecan. The Public Law 671 projects are projects which are in 
localities where there is no local housing authority, and we will just 
have to operate them as low-rent projects. 
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Mr. Tuomas. In other words, they were built in locations where the 
authorities failed or refused to establish a local housing authority 

Mr. Ecan. That was during the war years when they either did 
not establish a housing authority or the need was there for war workers 
and we used the funds for that purpose. 

Mr. Tuomas. Are those all war houses—about 40,000 of them ? 

Mr. Eaan. Not all of them. 

Mr. Tuomas. What part are war houses and what part are not? 

Mr. Eean. Roughly, 8,000. 

Mr. Tuomas. Are war houses? 

Mr. Eean. Yes. 

Mr. Tuomas. That leaves 32,000 that were built under the 1937 
Public Housing Act. 

Mr. Eean. And 52 PWA projects. 

Mr. Tuomas. What happened to those 32,000? Why would not 
local housing authorities take those over ? 

Mr. Ketry. 21,000 are the PWA projects which, together with the 
9,000 units of farm labor camps, make up the balance. The 21,000 
were built by the Public Works Administration as experimental 
projects in the low-rent field. 

Mr. Tuomas. Cannot you get public-housing authorities to take 
those over ¢ 

Mr. Eaan. Yes; we can. We hope to convey them to them, but we 
have not gotten around to it as yet. 

Mr. Tuomas. Well, you have had a minimum of 13 years. That is 
a long time. If the local communities were going to create housing 
authorities and take them over, they would certainly have done it 
within a 13-year period. 

Mr. Kettry. All but seven are actually operated by local housing 
authorities. 


SUMMARY OF FEDERALLY OWNED LOW-RENT PROGRAM 


Mr. Tuomas. At this point in the record, give us a table under 
those three heads—PWA, Ohio, and under the original act of 1937— 
showing the number of each. 

Mr. Eean. Do you want to add the Public Law 671 projects? 

Mr. Tuomas. Which are those? 

Mr. Eean. That is where the housing was built with funds made 
available under the United States Housing Act. 

Mr. Tuomas. That makes four classifications, then. Name them. 

Mr. Ketry. PWA, Ohio, Public Law 671, and farm-labor camps 
transferred from the Department of Agriculture. 

(The information requested is as follows :) 





: Number of | Number of 
Public law projects | dwellings 





6 1, 963 
43 19, 483 
31 10, 840 
20 7, 989 
39 9, 606 








49, 881 
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Mr. Tuomas. How many actually were constructed under the 1937 
act that are not in the hands of public-housing authorities? 

Mr. Ketiy. The 10,840 units in the Ohio projects, and the 7,900 units 
in the federally owned Public Law 671 projects. 

Mr. Tuomas. So there are 17,000—10,800 in Ohio and 7,000 in 
various other States ? 

Mr. Eaan. Roughly 18,000. 

Mr. Tuomas. What has been your experience in trying to get au- 
thorities to take over those 18,000 units? 

Mr. Eean. The 18,000 of the Public Law 671 projects? 

Mr. Tuomas. Is that the old 1937 act? 

Mr. Ecan. We treat it as an amendment to the 1937 act, but actually 
it was not an amendment but a separate law, but it had the effect of 
amending the act nevertheless. 

Mr. Tuomas. We might call it that for the time being—the old 
1937 act—even though it is an amendment. 

Mr. Eean. That is right. 

Mr. Tuomas. What has been your experience in trying to get the 
localities to take over those 18,000 units? 

Mr. Eean. I think the most of them are in localities where there 
were no housing authorities at the time of construction. Now, how- 
ever, all of them are operated by local authorities, the local authorities 
having come into existence later. 

Mr. Tuomas. But why won’t they take title to them? 


ANTICIPATED TRANSFER OF PROJECTS TO LOCAL OWNERSHIP 


Mr. Keiriy. The budget anticipates, beginning in 1952, that the 
federally owned projects will begin to be transferred to local owner- 
ship, and we have estimated that 6,799 of those units would be trans- 
ferred during 1952 to local ownership. 


DATE PROJECTS WERE CONSTRUCTED 


Mr. Tuomas. When were these units built, these 10,800—during 
what years? 

Mr. Eean. In 1939 and 1940? 

Mr. Ketrty. The Ohio projects were built during 1938, 1939, and 
1940, and possibly 1941. Public Law 671 projects were built in the 
latter part of 1940, 1941, and 1942. 

Mr. Tromas. Just for what reasons do the housing authorities, 
where they exist, fail to take over these housing units, and what is 
the reason they give you for not organizing a housing authority? 
What reason do they give? 

Mr. Ecan. Mr. Thomas, I do not know at the moment. I would 
like to look into it and give you a statement on that. 

Mr. Tuomas. Is not the answer obvious to you, they just did not 
want the units? 

Mr. Eean. I do not think that is all of it. 

Mr. Tuomas. What is the other part of it ? 

Mr. Eean. I think that there was one other thing involved, and that 
was the problem of obtaining adequate permanent financing. The 
Housing Act of 1949 changes our law rather fundamentally, and made 
it possible to convey these projects to local housing authorities and at 
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the same time permanently finance them and take advantage of the 
particular amendments in the Housing Act of 1949 which facilitate 
putting them into permanent financing. 


NONADMINISTRATIVE EXPENSES 


Mr. Tuomas. Referring to this nonadministrative expense of $36,- 
446,672, it only covers the 140,000 units that we discussed a while ago, 
and it does not include this 50,000, composed of what we call the Ohio 
units, the PWA units, the farm units, and the units under the act of 
1937 which total 50,000. What is the nonadministrative cost on those ? 
Let us confine it first to the 41,000. That excludes the 9,000 farm 
workers’ houses. 

Mr. Ketry. Yes, sir. 

Mr. Tuomas. What is the total number of units of PWA housing ? 

Mr. Keutiy. The number for PWA is just over 20,000. 

Mr. Tuomas. Twenty thousand ? 

Mr. Ketty. Yes, sir. 

Mr. Tuomas. All right, go ahead. 

Mr. Ecan. The operating expenses for all of those federally-owned 
aC 2a is $12,121,110. That is for 40,275 units. 

Mr. Tuomas. And you have 41,000 units excluding the farm and 


migratory workers’ units. 

Mr. Ecan. That does not include the seven federally operated PWA 
projects. If you add these and the 9,000 farm labor units to the 40,275 
you bring it up to 51,000, 

Mr. Tuomas. What is your nonadministrative cost cn, say, your 


51,000 units, that is excluding the 9,000 farm units ? 

Mr. Ketuy. The 40,000 excludes them. 

Mr. Yates. He gave you 60,000 federally owned units. 

Mr. Tuomas. That includes 9,000 farm housing units? 

Mr. Yates. That is right. 

Mr. Tuomas. Well, the breakdown you gave me only totals 41,000, 
but you said it was 51,000—11,000 in Ohio. 

Mr. Eaan. Yes. 

Mr. Tuomas. And 20,000 PWA. 

Mr. Eean. Yes, PWA. 

Mr. Tuomas. And 10,800 in 1937, and that makes about 42,000, and 
then 9,000 farm workers’ units. So, what is your nonadministrative 
cost on your 41,000? 

Mr. Eean. $12,121,100. 

Mr. Tuomas. $12,121,100? 

Mr. Eaan. Yes, sir. 

Mr. Tuomas. Now, your personnel cost and your administrative 
cost is already taken care of. We have heretofore gone over that. 

Mr. Eaan. Yes. 

Mr. Tuomas. How is that $12,000,000 broken down ? 

Mr. Eean. It is broken down into $1,716,800 for management. 

Mr. Tromas. $1,600,000? 

Mr. Eean. $1,716,800. 

Mr. Tuomas. All right. 

Mr. Ecan. Operating service, $920,600. 

Mr. Tuomas. All right, $920,600. Go ahead. 

Mr. Ecan. Utilities, $4,591,400. 
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Mr. Tuomas. $4,591,400? 

Mr. Eaan. Yes, sir. 

Mr. THomas. What is next? 

Mr. Ecan. Repairs, maintenance, and replacements, $4,274,000. 

Mr. Tuomas. $4,274,000? 

Mr. Eean. Yes, sir. 

Collection loss, $85,800. 

Mr. Tuomas. All right, that is $85,800? 

Mr. Eaan. Yes, sir. 

Other operating expenses, $532,500. 

Mr. Tuomas. Which makes a total of $12,000,000? 

Mr. Eean. That is right. 

Mr. Tuomas. You exercise the same supervision over these 41,000 
units as you do over the one hundred and forty thousand ? 

Mr. Eaan. Yes, sir. 


INCOME FROM UNITS 


Mr. THomas. You exercise the same supervision over these 41,000 

Mr. Ecan. The net, the total, or the gross? 

Mr. Tuomas. No; the total first, the gross. 

Mr. Eean. $16,221,000. 

Mr. Tuomas. $16,000,000 ? 

Mr. Eean. Yes, sir. 

Mr. Tuomas. What is your net profit then? 

Mr. Eean. About $4,110,000. 

Mr. Tuomas. These are low-rent housing units, remember, and you 
do not have any net profit, but the difference between your operation 
costs and your income. 

Mr. Ecan. Excuse me, that is before debt service, depreciation, and 
payments in lieu of taxes. 

Mr. Tuomas. Yes. Anyway, your nonadministrative cost is $12,- 
000,000, and your intake is $16,000,000. From that $16,000,000 now 
you have to subtract your $12,000,000 for your nonadministrative ex- 
penses, your debt service, and your reserve and your payment in lieu 
of taxes. Am I correct there? 

Mr. Eaan. We do not carry any reserve. 

Mr. Tomas. Why? Do you have any reserve or debt service ? 

Mr. Eean. We have established a debt reserve. 

Mr. THomas. What is your reserve? 

Mr. Ketiy. There is no provision out of the income for reserve 
this year. 


DEBT SERVICE 


Mr. Tuomas. What about your debt service, which is totally owned 
by the Federal Government, is that correct? 

Mr. Eaan. Yes, sir. 

Mr. Tuomas. Did you set up a debt service? 

Mr. Ketry. We pay interest of $1,732,100 on the funds borrowed, 
and we have a depreciation allowance of $3,433,100, which is com- 
parable to the debt service figure. 

Mr. THomas. What do you set aside there for interest and deprecia- 
tion? You call that your debt service on here. 

Mr. Ketry. Yes, sir, it is comparable to it. 





1059 


. Tuomas. What is the total of that? 
. Kewry. $5,165,200. ; 
. Eaan. Yes, $5,000,000, that is right. 


CONTRIBUTION FOR TAXES 


. Tuomas. What is your contribution for taxes there? 

. Keiry. $1,076,700. 

. THomas. $1,076,700 ? 

. Keiry. Yes, sir. 

. Tuomas. You do not have any reserve there, do you? 

. Ketty. No, sir. 

. THomas. Well, the difference between your total expenses of 
$12,000,000 and your total income of $16,000,000 is $4,000,000, and 
yet you set up here a $5,000,000 reserve, and $1,000,000 contributions. 
So you are shy there about $2,000,000, are you not? 

Mr. Kexty. The projects produce inadequate income to pay de- 
preciation on them, that is right, because they are operated as low- 
rent housing. 

Mr. Tuomas. What part of this $15,000,000 now that you want for 
contribution goes to take care of the difference between your income 
and your outgo for these 41,000 units? 

Mr. Ketty. None. 

Mr. Tuomas. None? 


NET LOSS IN OPERATIONS 


Mr. Ketiy. The contribution is entirely for locally owned projects. 
On the federally owned projects it is a book transaction. They show 
up as a net loss in that they are unable to meet the depreciation cost. 

Mr. Tuomas. How much is that net loss? 

Mr. Keuty. $2,142,000. 

Mr. Tuomas. In other words, that is the same as a Federal con- 
tribution ¢ 

Mr. Ketty. Yes, sir. 

Mr. Tuomas. $2,000,000 on 41,000 units? 

Mr. Keuty. Yes, sir. 

Mr. Tuomas. How much is that a unit? 

Mr. Ketry. It is $4.54 per unit a month. 


Mr. Tuomas. That is about $50 a year against $300 a year for your 
140,000 units. 


Mr. Ketiy. For the 140,000 the net loss on operation amounts to 
$4.30 per unit a month, sir. 


Mr. Tuomas. We figured the subsidy this morning was about $25 
a month, which would be $300 a year. 


Mr. Ketiy. That was for the average for the new program after it 
was completely in operation. 


UNITS UNDER NEW CONSTRUCTION PROGRAM 


Mr. Tuomas. How many units are you figuring on constructing 
under vour new program which calls for 835,000? 


Mr. Key. 810,000. 
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Mr. Tomas. 810,000 under your 1949 act, which you will build 
and operate yourselves? In other words, how many units will you 
build, where some local housing authority will fail or refuse to take 
them over ? 

Mr. Ecan. We will not build any of those, Mr. Thomas. We will 
not build any out of those funds unless a local housing authority 
applies for an allocation and wants to build them. 

Mr. Tuomas. Is the construction of these new projects to be in the 
name of the various housing authorities, or in the name of the Public 
Housing Administration ¢ 

Mr. Kean. The housing authorities. 

Mr. Tuomas. And you will have supervision over them ? 

Mr. Eean. Yes, sir. 

Mr. Tuomas. Would it hamper the program if a limitation were 
put in this bill to the effect that no part of the funds in the Treasury 
shall be expended for the construction of public housing units until 
and unless the local housing authority has entered into a contract to 
buy them and maintain them and operate them ? 

Mr. Ecan. If I am not mistaken I think that is implicit in the pres- 
ent statute, is it not, Mr. Amis? 

Mr. Amis. The present statute does not authorize us, Mr. Thomas, 
to build any low-rent projects, except under Public Law 671 which 
defines the housing provision that we have discussed repeatedly. It is 
my understanding that the administration does not expect to invoke 
that authority, that we expect to confine our operations entirely to new 
projects where the local housing authorities are going to own and oper- 
ate them. 

Mr. Tuomas. Of course, we do not know what this new bill that is 
now pending before the Committee on Banking and Currency will do 
in that regard. 

Mr. Amis. No, sir. 

Mr. Tuomas. If it allocates or authorizes the expenditure of, say, a 
half billion dollars of Federal funds for the construction of more 
workers’ houses then you would have after the emergency was over 
the same problem with reference to those units that you have with ref- 
erence to these 41,000 units which were built in 1938, 1939, 1940, and 
1941. 

Mr. Amis. Yes; and the same problem we have in disposing of the 
houses built under the Lanham Act. That is assuming, of course, 
that that job is delegated to us, and assuming Congress passes the law 
which they have not done yet. 

Mr. Tuomas. Of course, now the 10,800 units built under the 1937 
act had nothing to do with the war, did they ? 

Mr. Amis. No, sir. 

Mr. Tuomas. Why did you build those without having a housing 
authority to take them over? 

Mr. Amis. The 671 projects, as we call them, were in connection with 
the war. 

Mr. Tuomas. All right, then, as far as the 1937 act itself is con- 
cerned, dealing with low-rent subsidized housing, exclusive of those 
built in connection with the war, all of those are now presently owned 
and operated by some local housing authority ? 

Mr. Amis. Some local housing authority. 

Mr. Tuomas. By some local housing authority ? 
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Mr. Amis. Yes, sir. 

Mr. Tuomas. Is that an accurate statement ? 

Mr. Ecan. You are saying that all of the 671 projects are owned 
by a local housing authority. No; they are not owned by a local 
housing authority. 

Mr. THomas. I am saying that as to all of the housing units built 
under the 1937 act, the original act. 

Mr. Eaan. Yes. 

Mr. Tuomas. The answer is “Yes”? 

Mr. Ecan. No; there is one correction there. 

Mr. Amis. No; two. 

Mr. Egan. One is Ohio. 

Mr. Amis. Yes; Ohio, and the 671’s. 

Mr. Ecan. He excluded those. 

Mr. Thomas. Well, if you can straighten out the local Ohio housing 
authorities those original 11,000 go back. They were originally taken 
over by the local housing authorities in Ohio which later had to 
divest themselves of them. 

Mr. Amis. That is right. 

Mr. Tuomas. So the answer is “Yes,” except the Ohio units. 

Mr. Eean. That is right. 

Mr. Amis. Yes, sir; that is right, sir. 

Mr. Tromas. You have direct supervision over the hiring and the 
firing of the employees on these 41,000 units? 

Mr. Ecan. No, sir; they are employees of local housing authorities. 

Mr. 'THomas. And as far as the actual management is concerned, 
it is the same as in the 140,000? 

Mr. Ecan. Yes, sir; that is right; in that same category. 

Mr. Tromas. And when you say “under lease,” that is equivalent 
to a dollar a year lease, is it not ? 

Mr. Ecan. They pay us the net profit. They make no profit out of it. 

Mr. Tuomas. How much net profit do you get out of them ? 

Mr. Eean. It is the net operating profit which is the difference 
between expenses and income. 

Mr. Tuomas. You have a net loss of about $2,000,000 on them ? 

Mr. Ketriy. There are certain expenses the local authorities do not 
incur. The difference between their operating expenses and rental 
income they pay over to us. It covers interest and to the extent suffi- 
cient, depreciation. 

Mr. Tuomas. So, to this figure of $36,446,672 you have added to it 
$16,000,000 plus which makes $48,446,672 ¢ 

Mr. Eean. Yes, sir. 


UNITS FOR MIGRATORY FARM WORKERS 


Mr. Tuomas. And then you have to add to that the 9,000 farm units. 
r. Ketiy. We have very recently taken those over and are in 

Mr. Ketiy. We |} ) tly taken tl 1 ar the 
process of making a contractual arrangement whereby the local au- 

orities will take them over under the terms of the act which trans- 
thorit ll take tl ler the t f tl t which t 
ferred them to us which permits us to transfer them to local ownership 
and thereafter to be operated by a local authority. 

Mr. Tuomas. These are for migratory seasonal farm workers ? 

Mr. Keity. Yes, sir; that is right, they can be taken over and just 
pay us any net income that they derive over a period of 20 years. 
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LOCATION OF MIGRATORY-WORKER UNITS 


Mr. Tuomas. Will you give us a table at this point in the record 
showing the location of these units? 

Mr. Ke tty. Yes, sir. 

Mr. Tuomas. The number of them by location? 

Mr. Ketty. Yes, sir. 

(The matter referred to is as follows:) 


List of farm labor camps transferred from Department of Agriculture (under Public 


Law 475, 81st Cong.) as of Dec. 31, 1950 





Name of camp 


Project No.| Number of 


units 





Canal Point, Fla 
Pahokee, Fla 


Do 
Pahokee, Fla_- 
Pompano, Fla__- 
Homestead, Fla... 
Do 


IIIS WIID S55 ip cinnniad «4scv ounces Sone ednaiing 


MeAllen, Tex_. 
Weslaco, Tex 
Sinton, Tex 
Avondale, Ariz 


EES EE oD a GEAT. ROR 


Somerton, Ariz 
Bakersfield, Calif 
Lamont, Calif 
Shafter, Calif 


Do___. 
Wasco, Calif 


NO RESETS: 


Indio, Calif 
Linneal, Calif 


| ares 


Firebaugh, Calif 
Salinas, Calif 
Soledad, Calif 
Ceres, Calif 
Patterson, Calif__. 
Westley, Calif 
Gridley, Calif 
Thornton, Calif 
Winters, Calif 
Woodland, Calif 
Yuba City, Calif 
Caldwell, Idaho 
Dayton, Oreg.______- 
Nyssa, Oreg_ ‘ 
Walla Walla, Wash 


Canal Point 


Okeechobee 
Osceola 


Pompano... 

.| Redland_._- 
South Dade__- 

Fort Lupton 

McAllen 


pS Ee si 
Shafter 


Woodville 
Firebaugh 
McCallum 
Soledad 


Patterson 
Westley ____- 
Gridley _. 
Thornton. 
Winters___ 
Woodland. 
Yuba City 
Caldwell 
Dayton 


Nyssa ‘ 
Walla Walla.........- 














ORIGINAL COST OF MIGRATORY-WORKER UNITS 


Mr. Tuomas. What did these 9,000 units cost the Federal Govern- 
ment—that is, the original cost of them ? 

Mr. Ketiy. May I submit that for the record, Mr. Thomas? 

Mr. Txomas. Do you have any rough idea of that and when they 


were built? 


Mr. Ketry. There were 39 farm-labor camps with 9,700 units that 


were transferred to us. 
$12,000,000 to provide. 


Mr. Puiutrs. When were they transferred ? 

Mr. Ketiy. They were transferred June 15, 1950. 
Mr. Eaan. Yes; 1950. 

Mr. Tuomas. I did not get those figures. 


My recollection is that they cost about 








5 ARON RNS eH Smee 





1063 


Mr. Ketiy. There are 39 camps with approximately 9,700 housing 
accommodations in them. 

Mr. Tuomas. You do not have the cost of them there? 

Mr. Keury. I have a recollection that it is $12,000,000. 

Mr. Tuomas. Do you know what the operation cost is per year and 
what the income per year is? 

Mr. Ketty. No, sir; we are compiling that information now. Our 
information is to the effect that they have been operating at a net loss. 
They are just now being turned over to local housing authorities. Up 
to this time they have been operated by private operators under a lease 

ermit which provides a dollar a year and they are responsible for any 
Oss. 

Mr. Tuomas. Are these houses supposed to be subsidized houses? 

Mr. Ketiy. They are subsidized to the extent that they have low 
rents and are unable to pay depreciation on the property, as we under- 
stand it, but local authorities will take them over under the terms of 
the law and pay operating expenses out of revenues, and if there are 
excess revenues they will pay them to the Government. If there is a 
loss, the local housing authority is to sustain it. 

Mr. THomas. Which means it is a pure Federal contribution. 

Mr. Ketxiy. No; there will be no contribution. I do not see where 
there is a contribution. 

Mr. Eean. In addition, what would happen in those cases, Mr. 
Thomas, would be if they were having a deficit they would have to 
increase their rents. 

Mr. Tuomas. It is not a subsidized-housing proposition in the sense 
that you are going to make a contribution every year, and so forth? 

Mr. Eean. No, sir. 

Mr. Tuomas. Are you going to get anything like a fair return on 
your capital investment in the form of rents, or will you have the rents 
at aig a low figure that you will gradually eat up your capital invest- 
ment ¢ 

Mr. Ketiy. The capital has been spent. The only way in which it 
can be returned is for the projects to produce money in excess of their 
expenditures to return to the Government, but from what information 
we now have of the program it is unlikely that the amounts of money 
that will be paid back to the Government will be very large. 

Mr. THomas. How long ago did you take them over? 

Mr. Ketty. June 15, 1950. 

Mr. Tuomas. That has been about 7 months, and have you not had 
time to go into that to see what the picture is? 

Mr. Ketrty. Almost all of these projects were operated under a 
lease permit by a private operator, who was not required to maintain 
and furnish us with a record of income and expense. 

Mr. Tuomas. By virtue of what authority did you take them over, 
an Executive order? 

Mr. Amis. The Housing Act of 1950, Public Law 475. 

Mr. Tuomas. Will you read that act into the record ? 

Mr. Amis. Yes, sir. 


INCOME AND EXPENSE FOR FEDERALLY OWNED PROJECTS, 1952 


Mr. Tuomas. While he is locating that, what do you think your 
income and operating cost will be for these 9,000 units in the fiscal 
year 1952? In 7 months you are bound to have some estimate. 
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Mr. Ecan. We have had to get them transferred from the private 
operators into the local housing authorities’ hands. I do not know 
what the record of the Department of Agriculture has been on that. 
As a matter of fact, I think they got nothing back. 

Mr. Wooren. I think this is the situation. Subject to verification 
my recollection is that when we took them over from the Farmers 
Home Administration last summer, in practically every instance they 
were under a dollar-a-year lease, and we have continued those leases 
while we worked out arrangements to transfer them to local housing 
authorities. 

Mr. Tuomas. You mean the contractors got them for a dollar-a- 
year lease. Do they take care of any maintenance ? 

Mr. Wooren. They take care of the operating expenses. 

Mr. Tuomas. No maintenance, though? 

Mr. Wooren. Some of them are in very bad shape, Mr. Chairman. 

Mr. Tuomas. You know that when the operator does not have to 
maintain them he will not. 

Mr. Ean. Yes, sir; that is right. 

Mr. Wooren. They : are in pretty bad shape. 

Mr. Txomas. We certainly know your operating expense is going 
to be $48,000,000 for 1952, and the chances are we can add a couple 
of million dollars for these 9,000 units, or maybe more than a couple 
of million dollars. 

Mr. Eean. They will eventually go into the hands of local authori- 
ties where such authorities exist, and in that sense we will have no 
employees on the projects. 

Mr. THomas. Why was not a table put in the justifications covering 
these 41,000 units? Of course, all of your information covering the 
140,000 units is in one table, but there is no comparative information 
on these others. 

Mr. Ecan. Well, we can submit that to you, Mr. Thomas. 

(The matter referred to is as follows :) 


Income and expense for federally owned projects before provision for transfer to local 
authority ownership 





Amount 





Total income 


Expenses: 
Management ; 
Operating services____.___. 
Utilities _____ 
Repairs, maintenance, and repli cements 
Collection los4______- pa er Be Lghe Sk. i:bbeddedadabeen tee 
Other operating Seal 





Total expenses 
Reserves - - 
Debt service: 
Interest 
Depreciation - -___- 
Payments in lieu of taxes. 
Nonoperating expense. 











Total expense i 38. 32 | 18, 380, 400 


Net income (loss ') 2 ‘ 1 2, 159, 400 





1 Deduct. 


Number of developments, 100; number of units, 40,275; number of unit months, 480,970. 
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TRANSFER OF FARM UNITS UNDER HOUSING ACT OF 1950 


Mr. Tuomas. Now, Judge, if you do not mind, read the Housing 
Act of 1950 that conveys to the Public Housing Administration the 
9,000 farm units from the Department of Agriculture. 

Mr. Amis (reading) : 


There is hereby transferred to the Authority, effective not later than 60 
days after the effective date of the Housing Act of 1950, all right, title, and 
interest, including contractual rights and reversionary interests, held by the 
Federal Government in and with respect to all labor supply centers, labor 
homes, labor camps, and facilities held.in connection therewith and heretofore 
administered by the Secretary of Agriculture, for use as low-rent housing 
projects for families and persons of low income. 


Mr. Tromas. That makes it a subsidized proposition right there. 

Mr. Amis. Yes, it is part of the low-rent housing program. 

Mr. Tuomas. That is different from the information we had a 
while ago. 

Mr. Amis. It is not subsidized in the sense that there will not be any 
cash subsidy payments made to the local housing authority. 

Mr. Tuomas. All it does is just put up the capital investment. 

Mr. Amis. Yes, just exactly the same as PWA projects. 

Mr. Tomas. Go ahead. 

Mr. Amis (reading) : 


Such projects when so tranferred shall (notwithstanding, any other pro- 
vision of law) be low-rent housing projects subject to the provisions of this act, 
except as otherwise provided in this subsection. Such projects shall be operated 
for the principal purpose of housing persons engaged in agricultural work, and 
preference for occupancy in such projects shall be given to agricultural workers 
and their families; the rents in such projects shall not be higher than the rents 
which such tenants can afford; and the provisions of the second, third, and 
fourth sentences of subsection 2 (1) of this act shall not be applicable to such 
projects. The Authority is authorized to enter into contracts for disposal of said 
projects by any of the methods provided in this act, including disposal of any such 
project to a public housing agency for a consideration consisting of the pay- 
ment by the public housing agency to the Authority during a term of not less 
than 20 years of all income therefrom after deduction of the amounts necessary 
for (i) reasonable and proper costs of management, operation, maintenance, 
and improvement of such project; (ii) payments in lieu of taxes not in excess 
of 10 percent of shelter rents; (iii) establishment and maintenance of reason- 
able and proper reserves; and (iv) the payment of currently maturing install- 
ments of principal and interest on any indebtedness incurred in connection with 
such project by the public housing agency with the approval of the Authority. 
Pending sale or lease of said projects to public housing agencies, the Authority 
may continue present leases and permits, or may enter into new leases with 
public bodies or nonprofit organizations for the operation of such projects. 
Pending sale of such projects the Authority may make any necessary improvye- 
ments thereto and may pay any deficits incurred in their improvement and ad- 
ministration out of any of the funds available to it under this act. Appropria- 
tions to reimburse the Authority for any amounts expended pursuant to this 
subsection, in excess of the funds transferred with such projects, are hereby 
authorized. 


AMORTIZATION OF BUILDINGS 


Mr. Tuomas. How long are you going to amortize these buildings, 
so to speak, whereby the lack of rent will eat up capital for years— 
10 years, 15 years, or 20 years? 

Mr. Amis. The law provides 20 years. 

Mr. Tuomas. Twenty years? 

Mr. Amis. Yes, sir; and that is the pertinent provision. 
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Mr. Tuomas. Then what happens to it after 20 years? 

Mr. Amis. Then whatever is left will belong to the local housing 
authority. 

Mr. Tuomas. They would get the land there? 

Mr. Amis. Yes; they would get the land. 

Mr. Tuomas. If they maintain them in pretty good shape which 
you have authority under the act to require, do you not? 

Mr. Amis. Yes, sir. 

Mr. Tuomas. They certainly will not maintain them to the extent 
that they will be good beyond the 20-year period. 

Mr. Eean. I doubt it. 

Mr. Amis. Our impression is that the character of them is such 
that they will do well to last 20 years. 

Mr. Puiutrs. Does the land in every case belong to you, or are not 
some of these camps on land already belonging to a local agent or the 
county ¢ 

Mr. Eean. I do not think these have been transferred to projects 
not on federally owned land. 

Mr. Pumas. All of that category were somehow straightened out ? 

Mr. Eean. That is right. 

Mr. Putiures. Was not the intent of Congress very clearly expressed 
when these camps were built, that they should be camps for agricul- 
tural labor? 

Mr. Amis. This provided that they shall be so used. 

Mr. Pumures. But I understood you to read that they should be for 
agricultural labor or for low-cost housing for anyone. 

Mr. Amis. The preference is to agricultural labor. I can read the 
appropriate portion. 

Such projects shall be operated for the principal purpose of housing persons 


engaged in agricultural work, and preference for occupancy in such projects shall 
be given to agricultural workers and their families. 


Mr. Tuomas. In other words, you are not going to spend any money 
for nonadministrative expenses in these houses; is that correct ? 

Mr. Eean. I think that is right. 

Mr. Tuomas. Other than the fact that they eat up your capital 
investment ? 

Mr. Eean. That is right. 


ADMINISTRATIVE EXPENSES FOR MIGRATORY-WORKER UNITS 


Mr. Tuomas. What are you going to spend in the way of admin- 
istrative expenses ? 

Mr. Ketiy. There is a correction on that, $2,800,000 was trans- 
ferred to us with the camps. The law provided that prior to the 
transfer those funds could be used to rehabilitate the camps and meet 
any deficits until they were transferred to local ownership. We have 
estimated that it will take $214 million to accomplish that. 

Mr. Tuomas. That does not change the general picture. 

rw Ketty. Once they are transferred we will no longer meet any 
deficit. 

Mr. Tuomas. If they have $2,800,000 and you think it will take 
$2,500,000 to put them in shape, you are not losing anything. 

Mr. Ketxy. No, sir. 

Mr. THomas. How much is in your 1952 budget for administrative 
expense ? 
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Mr. Ketty. It is just treated as part of the low-rent program. 

Mr. Tuomas. It is treated as part of it, and what is it going to cost 
for those things? 

Mr. Ketiy. We show so much for the low-rent program, and it 
covers all the facets. We do not have it broken down. 

Mr. Tuomas. I am just asking you, what is it going to cost actually 
in dollars and cents? 

Mr. Eaan. I think we could derive a figure. 

Mr. Wooren. I think it would be fair to say that it would be on 
a pro rata basis to the 200,000 units. This would be approximately 
5 percent of the amount. So far as the information goes,'the amount 
of service to those would be about proportionate to a unit of urban 
housing. 

Mr. Ketiy. I would estimate $120,000, Mr. Thomas. 

Mr. Tuomas. If you have a $16,000,000 cost here, of which $12,- 
400,000 is appropriated and $3,600,000 is out of your funds from rents 
and revenues, and it is going to take one-tenth of that, I do not see 
where you can get $120,000. 

Mr. Wooren. Let me supplement that in this way, Mr. Chairman: 
Of the $12,400,000 for the program, $3,000,000 is attributable to man- 
agement and the balance of $9,000,000 plus is attributable to the 
development phase. It would be 5 percent of the $3,000,000, which 
would be roughly about $150,000. 

Mr. Puttuirs. You said that you had a certain amount of money 
transferred to you, to rehabilitate this, and that it would take about 
$400,000 more than you have. 

Mr. Keiiy. No, sir; we were transferred about $2,800,000, and 
we estimated $2,500,000 up to the point of transferring title. 

Mr. Puiutrs. You also said you were not going to put in any more 
money. What happens to these houses, which are very poorly con- 
structed for the most part, when they begin to need repairs and to 
need to have money spent on them? Where do you get that money ? 

Mr. Eean. After they have been rehabilitated, Mr. Philipps, out of 
the $2,000,000-odd ? 

Mr. Putuies. Yes. 

Mr. Eaean. In that case, the repairs would have to come out of the 
rents, whatever the revenue is. 

Mr. Putuuies. But you do not have enough money out of the rents. 

Mr. Eean. Of course, I do not know exactly what the rents are? 

Mr. Tuomas. Under the act, if they got a $100 rent out of a project, 
they could spend $100 to maintain it and repair it. 

Mr. Puitures. The point is that they have not been getting enough 
out of the rental income to set aside money for repairs as well as to 
as gg administration. 

r. Wooren. The local bodies will just have to set the rents on a 
basis to do that. We will have no authority to provide funds. 


INCOME CEILINGS FOR LOW-RENT HOUSING 


Mr. Yates. Mr. Egan, do you have standard entrance ceilings for 
your low-cost rental housing units throughout the country, or do they 
vary from location to location? 

r. Egan. They vary from location to location, Mr. Yates. 
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Mr. Yates. Have any adjustments been made in them from year to 
year, or are they the same as in the past years? 

Mr. Ecan. No, sir; there have been adjustments made recently in 
many localities. 

Mr. Yates. What are the income levels, for instance, in a city like 
Chicago? 

Mr. E«an. I think on admission for the largest families—and I 
would like to verify this figure—it is around $3,000, with perhaps 
a top limit for continued occupancy of maybe $3,500 or $3,600. 

Mr. Yares. This is an increase over the previous ceiling, is it not? 

Mr. Eean. Slightly, yes. 

Mr. Yates. What was it before? 

Mr. Eean. I think it was something down around $2,600 for the 
largest family, and about $2,000 for the smallest families. I would 
like to verify those for you, Mr. Yates. 


NUMBER OF UNITS OPERATED 


Mr. Yares. As I remember your figures, you have 140,098 units 
being operated; is that correct? 

Mr. Eaan. 140,000? 

Mr. Yates. In 489 developments. 

Mr. Ecan. That is right. 


NUMBER OF PEOPLE LIVING IN UNITS 


Mr. Yates. How many people are served in those? Have you any 


idea? 

Mr. Ketry. I think it would be roughly a little over four times the 
number of units. 

Mr. Eean. Yes, about four and one-half times the number of units. 

Mr. Yates. That would be about 700,000 people? 

Mr. Ecan. That is right. If you take four and one-half times 
the 140,000, you get the figure. 

Mr. Yates. Does each of your developments have a waiting list 
of people? 

Mr. Ecan. Yes, they do; Mr. Yates. In many cases they have long 
waiting lists. 


INCOME LEVELS OF TENANTS 


Mr. Yates. What are the income levels that you serve? 

Mr. Eean. The average family income is under $2,000 for the 
country. I would like to check to be certain on that. I can supply 
a precise figure on that. 

(The information is as follows:) 


INCOMES OF FAMILIES SERVED by Low-RENT PusBtic Hovstne 


The average income of families moving into low-rent public housing in the 
United States in the calendar year 1949 (latest full year for which data are 
available) was $1,602. The average income of families who were found eligible 
for continued occupancy upon reexamination of their incomes during 1949 was 
$1,700. This compares with a median family income of $3,486 for all urban 
families in the United States in 1949. (Source: Incomes of Families and 
Persons in the United States, 1949, U. S. Bureau of the Census, Series P-60, 
No. 7, February 18, 1951). The median income of the lowest income third 
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of the families in the United States in 1949 was $1,870. A breakdown of the 
data by income groups is shown in the following table: 


Percent of families with less than indicated income 





Families ; yt 
Allurban | moving into amilies in 

Income, 1900 families public public 

housing housing 





9.0 12.1 
39.7 38.8 
78.0 65.3 
96. 2 86. 4 
99. 6 97.9 

50. 5 100.0 99.8 
$3, 486 $1, 602 $1, 700 

















Mr. Yates. What does the figure range between? For instance, 
certainly with this family figure that you gave me a few minutes ago 
for the city of Chicago of some $3,600 it must be near the upper level 
of the figures. 

Mr. Ecan. That is for the largest aed and the largest unit. 

Mr. Yares. That is the top ceiling 

Mr. Eean. That is right. 

Mr. Yates. Have you had occasion to check the 1950 census to deter- 
mine how many wage earners in our Nation are under that figure ? 

Mr. Ecan. I do not know that we have tabulations from all locali- 
ties. I do not have the figures with me, Mr. Yates, but we will supply 
you with the latest information available. 

(The information is as follows :) 


Census Data ON Families WitH INncoMEes BeLow INCOME LIMITS IN PUBLIC 
HovusiING 


Income data are not yet available from the 1950 census but the Bureau of the 
Census has recently published data on family incomes for 1949. (Incomes of 
Families and Persons in the United States, 1949, United States Bureau of the 
Census Series P-60, No. 7, February 18, 1951). These data can be compared 
with the income limits on low-rent housing projects throughout the United States 
in effect during 1949. 

During 1949, for the country as a whole, the median income limit for the ad- 
mission of an average sized family was $2,100; the corresponding limit for con- 
tinued occupancy was $2,500. For a large family, the median admission limit 
was $2,500 and the median continued occupancy limit was $2,937. 

The table presented below shows the number of rural nonfarm and the number 
of urban families in the United States in 1949 with incomes below the limits for 
an average-sized family: 





Continued 


‘cai 
Admissicn occupancy 





Average maximum income limits for an average-sized family 


Number of families in United States with incomes below specified limits: 
Urban families 5, 120, 000 : 
Rural nonfarm families ee. 650, 000 3, 510, 000 


Total nonfarm families ena 770, 000 ‘10, 540, 000 











Mr. Yates. Have you any idea as to what that is, roughly ? 
Mr. Ecan. I would hate to hazard a guess, 
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Mr. Yates. All right. If we are spending money on it I wondered 
as to the number of people being served. 

Mr. Eaan. Yes. 

Mr. Yates. My impression was that there was a tremendous num- 
ber of people in need of accommodation of this type. 

Mr. Eaan. That is right. 

Mr. Yares. I thought the 1950 census would disclose that. 

Mr. Eaan. It will disclose it. As a matter of fact, I think we can 
give you some figures very quickly on that. 


PRIORITIES TO WAR WORKERS FOR HOUSING 


Mr. Yates. You intend to give priorities to war workers ? 

Mr. Eean. Yes, sir. 

Mr. Yates. What is a war worker, for the purpose of that priority ? 

Mr. Ecan. Well, that is any individual who would be working in 
an industrial plant that had a contract with the Navy or the War 
Department or the Department of the Army, or perhaps with the 
Rubber Reserve. 

Mr. Yates. Would that not cover almost your entire metropolitan 
economy or industrial working class? Certainly people working for 
Armour & Co., such as meat cutters, might be covered. 

Mr. Eean. Of course, we only took care of the in-migrant war 
workers coming into the city. We did not take those already housed 
in the city, who were already domiciled there. We only took those 
in-migrants into the city. 

Mr. Yates. Is that going to be the test for the future as well ? 

Mr. Ecan. That generally is the test ; yes. 

Mr. Yares. Those who migrate into the city ? 

Mr. Ecan. That is right. 

Mr. Yares. Regardless of whether the permanent residents are 
engaged in war work or not ? 

Mr. Ecan. That is right, because we feel they are housed, however 
inadequately, being citizens of the community at the time they were 
engaged in any of these plants. For instance, take Akron, Ohio, as 
an example, where there are a great number of people working in the 
rubber industry. ‘The whole economy of the city is based on that 
industry. We feel that if there is a dearth of housing for in-migrant 
workers that they bring in, and therefore cannot find homes, then we 
must take care of them first. 

Mr. Yares. Is that fair? What about those now living in slum 
accommodations in the city, who have been on the waiting list for 
months and months and who are engaged in war work ? 

Mr. Ecan. They would be eligible for the low-income project. 

Mr. Yates. That is what I am talking about. 

Mr. Eean. They would probably qualify as low-income workers. 
They would have to meet the income test for eligibility for admission 
while the war worker would not have to so qualify. 

Mr. Yates. Perhaps you and I are not meeting on the same level, 
Mr. Egan. I was under the impression you were going to give a 
priority to war workers, and particularly those who were migrating, 
for the low-income housing project. 

Mr. Eean. That is right; in defense areas as so defined. 





1071 


Mr. Yares. I assume that Chicago, being an industrial communit 
as it is, would fall within that category. At least, much of it would. 
I know that I have two housing projects in my own district, and there 
are tremendous waiting lists for them. 

Mr. Eaan. Yes. 

Mr. Yates. Many of those people will be engaged in the war indus- 
tries, people who now live in slum accommodations and who are wait- 
ing to get into your low-income projects. 

s it contended by your administration to give preference to migra- 
tory workers over those people ? 

Mr. Eean. Yes, sir. That was the policy in World War II, Mr. 
Yates, because those people at least had some kind of shelter over their 
heads. The in-migrant had none. 

Mr. Tuomas. In other words, you had to sort of promise him a 
house to get him to change jobs and come there to work ¢ 

Mr. Yares. I did not realize that was the policy. I am learning 
something here. 

Mr. Ecan. That was the purpose for which they were constructed. 
This policy applied to the Lanham Act program, and Public Law 671, 
inasmuch as the units were programed for in-migrant workers. 

Mr. Yates. I am not talking about that program. I am talking 
about the Housing Acts of 1949 and 1950. Chicago has a number of 
authorizations under those acts; does it not? 

Mr. Eean. That is right. 

Mr. Yates. When those accommodations are built they will never- 
theless be given to migratory workers who work in war industries in 
preference to those who live in the city of Chicago permanently ? 

Mr. Eean. If it becomes necessary and if it is a defense area, so 
defined. 

Mr. Franrz. I think, Mr. Yates, it would make this discussion a 
little clearer to say that, as I understand it, there has been no deter- 
mination made as yet as to what extent the special preference provi- 
sions of Public Law 671 will be invoked with respect to the projects 
under this program. 

Mr. Yares. I agree. I am trying to keep a distinction between 
Public Law 671 and the Housing Acts of 1949 and 1950 in my own 
mind, It seems that both of them are different to me. 

The priority established by Public Law 671 is apparently being 
applied to the Housing Acts of 1949 and 1950 as well; is that correct? 

Mr. Keuiy. Only if you convert a project which is being developed 
under the Housing Act of 1949 on the basis of a Presidential finding 
to Public Law 671 because the defense housing need in that area be- 
comes so urgent that you cannot use it for the low-income families. 

Mr. Yates. Was Chicago considered a defense area during the 
last war? 

Mr. Ketry. I understand so. 

Mr. Eean. It was. We had some Lanham Act projects, I believe. 


ANNUAL REPORTS BY LOCAL HOUSING AUTHORITIES 


Mr. Yares. Are the local authorities required to make annual 
reports to you? 
Mr. Ean. Yes, sir. 
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Mr. Yares. On the basis of annual reports that you receive you 
make your spot checks—is that correct—to determine whether or not 
the expenses are in line? 

Mr. Eean. That is right. As a matter of fact, they make quarterly 
reports and we audit once a year. 

Mr. Amis. There is a complete fiscal audit annually. 

Mr. Yares. Is that done under the GAO? 
Mr. Eean. They make some spot audits. 
Mr. Yates. Of the local housing authority ? 
Mr. Eaan. Yes. 








DETERMINATION OF UNWARRANTED EXPENSES 


Mr. Yares. I remember you stated that one of the items you threw 
out as being an unwarranted expense for the local authority was 
the payment of salaries to commissioners. Are there any other ex- 
penses that you throw out or have thrown out as being unreasonable ? 

Mr. Ecan. Yes. If under certain classifications of accounts they 
budget a certain figure which is considered to be unreasonable it is 
disa pp oved. 

Mr. Yates. What about the question of an excessive number of 
employees? Do you go into that question ! 

Mr. Eean. Very much so. 

Mr. Yares. In other words, then, you have something in the nature 
of a veto control over the matter of personnel of the local authorities / 

Mr. Eean. That is correct. The Housing Act of 1949 amended 
the United States Housing Act of 1937 in such a way as to strengthen 
our hand in that regard. Failure to comply with approved budgets 
could result in taking over the projects. 


CONSTRUCTION PROJECTS IN ILLINOIS 





Mr. Yates. How many of the projects that are contemplated for 
construction are applicable to the State of Illinois? 

Mr. Ecan. The only limitation in the statute, Mr. Yates, is 10 per- 
cent of the total funds available is the maximum program in any 
one State. 

Mr. Yares. I knew that was the limitation. I wondered as an 
actual matter what it would be. You have a certain number of 
wa yong do you not, attributable to the State of Illinois? 

Mr. Ecan. I would not put it quite that way. What we do is 
analyze the need in the localities. We have been allocating units on 
the basis of a ratio of about 1 to 3 of the need as the first 2-year pro- 
gram out of the total 6-year program. 

Mr. Yates. Based upon your analysis, how many have been allocated 
for the State of Illinois? 

Mr. Egan. I cannot tell you what has been allocated for that, but 
I can tell you what it is for the city of Chicago. 

Mr. Yares. I would like to know that. 

Mr. Kean. 21,000. 

Mr. Yares. 2i 000 developments, or units? 

Mr. Ean. Units. 

Mr. Kexry.” All those will not start construction this year or next 


year, but they are now being planned and being developed, in the 
program of 21,000 units. 
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Mr. Yares. Off the record. 
(Discussion off the record.) 


ANNUAL CONTRIBUTION REQUESTED, 1952 


Mr. Yates. With respect to this annual contribution of $15,000,000, 
which appears on page 101 as your estimate for the fiscal year 1952, 
and your statement that that might get to be as high as $300,000, 000 
a year, when is it likely that you will arrive at that contribution 
figure of $300,000,000 a year ? 

Mr. Ean. 1 would say certainly not within the next 7 or 8 years. 

Mr. Couprrr. Will the gentleman yield? Off the record. 

(Discussion off the record. ) 

Mr. Yates. In other words, when the 810,000 units are completed. 

Mr. pen That is right. 

Mr. Yates. Apparently slow progress is being made in that con- 
nection right now ¢ 

Mr. Ecan. Yes. Instead of 135,000 units a year we are budgeting 
here 75,000, which is a limited program derived from taking about 
10 percent of the total estimated private and public residential con- 
struction estimated for 1952. 


BACKLOG OF APPLICATIONS FOR HOUSING 


Mr. Yates. Do you have any figures relating to the backlog of 
applications for your housing projects, showing how m: ny people are 
on the waiting list for accommodations ? 

Mr. Eean. We do not have any figures as such. I think we might 
be able to get some figures together. “Tt would take a little time. We 
would have to circularize the housing authorities. 

Mr. Wooren. In a good many projects it is over 100 percent. 

Mr. Eean. Oh, yes; it is a substantial figure. 

Mr. Amis. I think, also, you would find in some of these applica- 
tions for new projects: that is one of the items of information that is 
furnished. 

Mr. Eaan. That is right. We could assemble some figures on that. 

(The information is as follows:) 


STATEMENT RELATING TO BACKLOG OF APPLICATIONS FOR EXxIstina Low-RENT 
PROJECTS 


Because of the widely different practices among local housing authorities in 
taking applications for admission to low-rent housing projects, the Public Hous- 
ing Administration has not attempted to collect information on applications on a 
national basis. In many localities local housing authorities discourage the filing 
of applications when the waiting list is already much greater than the number 
of vacancies likely to occur within any reasonable period of time. Others may 
accept applications but not even make a preliminary determination of the appli- 
eant’s eligibility until there seems some prospect of acceptance. Because the 
prospect of getting into existing low-rent housing is very remote in most commu- 
nities, the local housing authorities do not encourage applications. Thus the 
applications actually on hand do not in any way indicate how many applications 
would be received if there were an adequate supply of low-rent housing. 

In accordance with the request of the committee, we have obtained information 
from a representative group of authorities throughout the country on the current 
number of eligible applicants on the waiting lists. These applicants represent 
families who would move in immediately if a unit became available. 
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The first column of the table presented below shows the number of low-rent 
public housing units which the local authority is managing. In order to show 
the rate at which applicants might be expected to be admitted, the second column 
of the table shows the average number of uuits per month which became availa- 
ble on turn-over during the year 1950. The third column shows the number of 


active applications from eligible or apparently eligible families as of March 
2, 1951. 









Backlog of application in selected cities 



































Averare num- 
. Number of 
ber units per - 
City Total number! month avail- goo an 
° existing units| able on turn-| "7 iii “ e 
over to new | famille 
tenants, 1950 bie 
sd ag da bos ese cent Comibteiainn 5, 188 &5 4, 769 
SD SILT PPLE ER LTT e E AD ENE Sl LT ea 5, 021 55 6, 624 
ee ok, oa Bracthal ahesen pumenncededeoiadelian ates cot mmae nel 5, 102 43 *3, 045 
I I hss ai'e asc einennillaceibbinicdsoae ieenalalsidein ball poles mate 2. 571 40 1, 215 
Chicago, Ml____-- POE Sie ee ae SR gat EN Re eat sa 8, 483 R5 20, 002 
Ng ER Rae iras BOSS es eters Shae diidhcdvatiai eo 1, 969 54 7, 503 
ETD EERE RES a ea ay IIS EA RP BE 770 26 1, 190 
Detroit, Mich____- 4, 87 125 *7, 938 
I RE ts Sis, Cook ak ae Pes ee 216 5 481 
Ri a tt oa re oh bus i ie 3, 005 51 *1, 783 
New Orleans, La___-_.......-- mbcscebuuvesvscnebewaGeadok 5, 381 64 23, 100 
Phoenix, Ariz_....._- ater rei dirs ¢ meal nabinibniiey tite doa dle staking bigabe 604 22 *669 
Raleizh, N. C > 462 & 1, 246 
I is cacti ee ee ce See ate ST es es 1, 682 45 1, 200 











1 Some local authorities verify elizibility at the time of application; others determine that a family is an- 


parently elicible but do not actually verify until a unit is available. The cities marked with an asterisk (*) 
verify at time of application. 











SUBSIDY 





CONTRACTS 





Mr. Covuperr. Commissioner Egan, I wonder if you would refresh 
my recollection as to the matter of the subsidy contracts. As I recall 
it, they are for fixed amounts per annum, are they not? 

Mr. Eaan. No, sir. 

Mr. Couperr. Or are they not ? 

Mr. Ecan. No, sir; they are not fixed amounts, Mr. Coudert. 

Mr. Couperr. They represent a difference between certain factors 
in the operating costs of the projects? 

Mr. Egan. That is right. 

Mr. Covuprerr. And the total cost? 


Mr. Ecan. That is right; the differece between total operating 
expense and income. During the war years, when incomes went up 


to some degree, the subsidy, payments went down because of the 
higher income. 


Mr. Couperr. 














I recall that from when I was on the Government 
‘porations Subcommittee. 


Con 

Mr. Kean. That is right. 

Mr. Couprrr.’ At the present time the rising costs of operation and 
the inflationary consequences of what has been going on will affect 
this. How will that affect your ultimate subsidy obligation ? 

Mr. Eean. I believe that with he increase in family incomes that 
is taking place the income limits established today for the families 
known as low-income families are on the low side. As family incomes 
increase and as income limits are raised, automatically the rents go 
up roportionately and reduce the subsidy considerably. 

Mr. Couperr. In other words, you think that your collected rent 
would at least keep pace with the increasing cost of operating the 
projects ¢ 
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Mr. Eean. I think so; yes. 

Mr. Couperr. So as not to result in the long run in an increase of 
the total subsidy obligation. 

Mr. Eean. That is right. There is one thing I might point out, 
Mr. Coudert. We do not apply the subsidy except to debt service. 
We do not pay a subsidy to reduce the actual operating cost of the 
roject. 

Mr. Covupertr. I seem to recall that. Thank you for refreshing 
my recollection. 


RESERVES PERMITTED BY EACH PROJECT 


On this matter of reserves, as I recall it, it was back in that earlier 
time when the Government Corporations Subcommittee existed that 
that change was made. 

Mr. Eean. That is right. 

Mr. Covupert. So that now the reserve permitted by each project 
is defined. How is that defined ? 

Mr. Ecan. Half of an average year’s operating expense is the 
maximum that can be set up for a reserve. 

Mr. Couperr. That is the maximum reserve they can maintain. 

Mr: Eean. That is right. 

Mr. Covuvert. Not accumulated each year. 

Mr. Eean. That is right, sir. 

Mr. Couperr. Have you kept a pretty careful check on the reserves 
accumulated by the projects under your jurisdiction ? 


Mr. Eean. We certainly have, Mr. Conder Our auditors check 


those every year. 

Mr. Couprrt. Roughly speaking, have all of your projects accumu- 
lated a pretty large reserve now? I suppose the reserve accumulation 
would be large, would it not? 

Mr. Ecan. We had a figure on that. 

Mr. Ketiey. For the locally owned program it would be limited to 
$18 million. 

Mr. Ecan. The total operating expense of these 140,000 units, is 
$36,282,000, the maximum reserve accumulation for all those projects 
therefore could not go over $18 million. 

Mr. Wooren. May I supplement that? 

Mr. Coupert. Yes. 

Mr. Wooren. I think it would be of interest in response to your line 
of questioning, Mr. Coudert, to note that the reserve policy has the 
effect in fiscal year 1952 of further reducing the reserves by $2,009,000. 

You will note on that table on page 101 that the reserve is further 
reduced, rather than increased in fiscal year 1952 as a result of the 
application of that reserve policy. 

Mr. Couverr. What becomes of the funds that would otherwise have 
gone into that reserve? How are they employed ? 

Mr. Egan. They would reduce the annual contribution. 

Mr. Coupert. That is what I wanted. 

Mr. Ea@an. Yes. 

Mr. Covuprert. In other words, as the rent income increases then the 
spread between the total cost and the operating income is less and the 
call upon you for a subsidy is less, 

Mr. Eean. That is right. 
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Mr. Couperr. At no time do any funds earned by the project either 
return to you or go to the Treasury ? 

Mr. Eean. No, sir. 

Mr. Couperr. Under your contract you merely stand by and you 
provide under your subsidy contract funds to pay the interest charges 
to the extent necessary ? 

Mr. Eean. Interest and debt service. 

Mr. Couperrt. Interest and debt service. Interest and amortiza- 
tion to the extent that may be necessary because of the failure of op- 
erating income to provide sufficient funds to do it. 

Mr. Eaan. That is correct. 


PAYMENT OF AMORTIZATION IN ADVANCE 


Mr. Coupert. Suppose a project threw off a profit over and above 
the debt service and amortization ? 

Mr. Eean. That comes into the Treasury. 

Mr. Coupert. That does go into the Treasury ? 

Mr. Amis. Not directly. 

Mr. Ketry. It decreases future annual contribution by being applied 
to advanced amortization on the debt. 

Mr. Eaan. That is right. 

Mr. Kerry. Once the total indebtedness is paid off, then the Federal 
Government no longer has a financial interest in the project. 

Mr. Couprerr. You mean that under the act amortization can be 
actually paid in advance ? 

Mr. Amis. Yes, sir. 

Mr. Covupert. To whom is the amortization paid? Who owns the 
bonds? 

Mr. Ketiy. Largely private bondholders under the new program. 

Mr. Puities. Let me get this clear in my own mind, if the gentle- 
man will yield. 

Suppose that there were supplementary moneys which could be paid 
on aicasen amortization. In that case would you still pay the debt 
service and this other item ? 

Mr. Ketiy. No, sir; they would use their funds to pay that year’s 
debt service first, and any excess would then be applied to advanced 
amortization, thus reducing the debt service in future years. 


ALMINISTRATIVE EXPENSES REQUESTED, 1952 


Mr. Putuirs. May I, for my own convenience, repeat a couple of 
uestions just to get them together? What is your total request of 
Cuaarenh this year? 

Mr. Eean. $16 million for administrative expenses. 

Mr. Puiuirs. How much of that is new money? ' 

Mr. Ecan. $12.4 million is an appropriation and the balance is an 
authorization. 

Mr. Putures. Can you break down the $16 million into the items of 
administrative cost and construction? Do you have a separate item 
for operation and maintenance ? 

Mr. Eaan. No. 

Mr. Ketxy. This $16 million is entirely for administrative expenses. 

Mr. Puuuirs. No operation and maintenance in that at all? 
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Mr. Eean. No. ; 
Mr. Puiures. And no construction ? 
Mr. Eaan. No construction. 


BUDGET REQUEST SUBMITTED TO BUREAU OF THE BUDGET 


Mr. Putuirs. For how much did you ask the Bureau of the Budget ? 

Mr. Ketry. $17,500,000. 

Mr. Puimurrs. When they reduced it $1,500,000, that $17,000,000 
compares to the $16,000,000 ? 

Mr. Kerry. Yes, sir. The reduction was made because the pro- 
gram activity was reduced from 100,000 units to 75,000 units start- 
ing construction. 

RENTAL COSTS BASED ON INCOME 


Mr. Putuips. You testified you base your rents on the income of 
the families. To what extent do you explore the income of families, 
and particularly to what extent do you explore the changes in income 
which the families may have? 

Mr. Ecan. We insist that every housing authority verify the income 
from whatever source it is. 

Mr. Amis. The law so requires. 

Mr. Eean. The law requires that and requires us to see that they 
do it. Annually there is a reexamination of income and it is checked 
in the same manner, and our field staff actually spotcheck the investi- 
gations and determinations of the local authorities as to income. We 
check their files to see that they did verify the income. 


PAYMENTS IN LIEU OF TAXES 


Mr. Putures. The project is required to pay under the regula- 
tions an amount of money in lieu of taxes. 

Mr. Eaan. Yes. 

Mr. Puiiirs. What was the total amount that was paid last year? 

Mr. Ketiy. On the locally owned projects in the fiscal year 1951, 
it is $4,020,321. 

Mr. Tuomas. Suppose these projects had actually been on the tax 
rolls. Have you ever computed the amount that would have been 
paid in actual taxes? 

Mr. Ketiy. We have. I do not have the figures with me, but I 
venture the guess that it is somewhere in the neighborhood of three 
times this figure. These payments that are made amount to $2.3 
per unit per month. 

Mr. Anprews. Then you pay about one-third of what the normal 
tax bill would be? 

Mr. Eaan, That is on an average. For a project built on a vacant 
site, the tax that existed at the time the project was constructed would 
be very meager, but if you applied the tax rate to the new develop- 
ment after construction, then you would get that differential. 

Mr. Anprews. That is what I mean. If a private individual owned 
the property, he would pay three times the tax which the housing 
authorities pay ? 


Mr. Eaan. Yes. 






















1078 


INSURANCE OF UNITS 


Mr. Pumutes. And you carry no insurance? 
Mr. Ea@an. Yes. 
Mr. Puiturrs. The United States is a self-insurer? 

Mr. Eean. No. The local housing authorities carry insurance. 

Mr. Puitiirs. What percentage of the value of the property do you 
carry? Do you carry insurance under the regular insurance 
requirements ? 

Mr. Amis. We require local authorities to carry the full insurable 
value and at least enough so that they will not be coinsurers under 
the 80 percent coinsurance clause. 

Mr. Pairs. On page 101 you have an item which you mark as 
“PILOT” expense. 

Mr. Ecan. That is payment in lieu of taxes. That is an abbrevia- 
tion for “payment in lieu of taxes.” 


BORROWING FROM TREASURY 


Mr. Puusirs. On page 4 of the justifications in the table you have 
a balance which I do not understand why it is lower than the balance 
in the preceding year. 

Mr. Keiiy. That is the borrowings from the Treasury which we 
have outstanding. 

Mr. Purses. W hy would you have a balance so much lower? It 
is $138,000,000 lower. Do you mean you have paid that much off? 

Mr. Ketrty. What happens is that we loan the local authorities 
money during the early phases of planning and development, and 
shortly after “they start construction they permanently finance the 
project and sell bonds to private purchasers and repay the Govern- 
ment the money loaned for the project. Permanent financing is ex- 
pected to reach a peak in 1952 that will repay a substantial amount 
of the money now outstanding. 

Mr. Putures. According to that, this bor rowing would eventually 
be liquidated. 

Mr. Keury. It is a revolving fund. We have $1.5 billions of bor- 
rowing authority from the Treasury; it is borrowed and repaid. 


UTILITY COSTS 


Mr. Putwurps. I want to commend the chairman [Mr. Thomas] on 
his statement to you that this subcommittee is very much interested 
in having a report of all the money spent, even though technically 
you might not be required to include it in your justification. I have 
never felt: the Congress intended to give you a blank check and not 
have you make any report on how the: money was being spent. 

Last year the hearings brought out that the expenditures for utili- 
ties—heat, light, water, and electricity—and the major and minor 
repairs, the usual operating cost to the house owner, averaged more 
than 70 percent of the total revenue which came from the Authority. 
As a house owner, that seemed to me to be a very high percentage, 
that these utilities and repairs should take 70 percent of your income, 
which left only 30 percent for amortization and all other expenses. 
Have your percentages changed in the intervening year? 
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Mr. Ketuy. No, sir; they are about the same. The 70 percent is 
applied to the low-rent housing, because they are low income families. 
It is 70 percent of the $32 average monthly rent. 

Mr. Eaan. And in that 70 percent there is no debt service. 


SUBSIDY FORMULA 


Mr. Puiures. You also testified last year that the Government’s 
contribution to the Housing Authority was not related directly to this 
rental income. Am I correct in my interpretation that it was some- 
how related to the going rate of interest plus 2 percent of the devel- 
opment cost ? 

Mr. Ketiy. That is the way the maximum subsidy is determined, 

Mr. Puiturres. You still operate on the same basis? 

Mr. Keuiy. Yes, sir. 

Mr. Puitures. Do you consider that a realistic formula? 

Mr. Ecan. We have never used as much as that. 

Mr. Puitiies. But is that a realistic formula ? 

Mr. Ketty. It is a realistic formula, because it is a formula which 
permits the pledge of a Government contribution sufficient to meet 
the debt service and thereby permits them to sell bonds at low interest 
rates. The actual payments will be less than that. 


PAYMENT OF PREVAILING WAGES IN CONSTRUCTION 


Mr. Puitures. Let me come back to Racial Relations, Labor Rela- 
tions, and the Information Service that the chairman was asking about. 
It still is not clear to me why you are required to keep a staff of that 
size for labor relations; it still is not clear to me why you are required 
to do anything more than to require the certification under the law 
from the housing authorities that those conditions are being met. 
Anything beyond that seems to me to be within the jurisdiction of the 
Department of Labor. 

Mr. Eean. Mr. Phillips, as I explained this morning, we have a cer- 
tain responsibility for compliance with the regulations issued by the 
Department of Labor. We have to get certifications. ‘They prescribe 
certain regulations which go into detail from the standpoint of assur- 
ing compliance. 

In addition to that, in the operating period, after we reach manage- 
ment, we have to go in and make surveys of maintenance employees 
in the localities to determine prevailing rates for maintenance em- 
ployees. 

Mr. Puiturrs. Has it not occurred to you, the way employment con- 
ditions are now, generally, with the wages and conditions prevailing, 
that some people would rather work at one wage in a certain type of 
atmosphere than to work at a higher wage somewhere else; therefore 
you could make comparative wages for the same atmosphere? Has it 
occurred to you, if the wages were not satisfactory, that the person 
could get a job somewhere else ¢ 

Mr. Ecan. Sometimes it works the other way. Sometimes the 
wages the local authorities might want to pay to maintenance em- 
ployees might be considerably higher than they should pay. 

Mr. Puiturps. How many times have you discovered that 
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Mr. Eean. We discovered that on several occasions. Where we 
have some difficulty is in a comparison of maintenance employees on 
municipal work only we insist that they take in maintenance —— 
in private establishments as well as municipal in establishing the pre- 
railing rate. 

Mr. Pumps. I do not know that I would object to somebody pay- 
ing higher wages than somebody else. I am thinking of the condi- 
tions which are coming up in the ensuing fiscal year. If we have a 
war economy, which everybody assumes we are going to have, then 
why do you need to have any more people for your Labor Relations 
staff? Why could not we take that out altogether on the basis that 
anybody who is willing to work is going to have a war job wherever 
he or she wants it? 

Mr. Ecan. It is a question of establishing the prevailing rate re- 
quired by statute. 

Mr. Puitiirs. You mean you wish to establish the theory that these 
housing authorities may not pay more than anybody else ? 

Mr. Eean. They have to pay at least the prevailing rate. 

Mr. Pures. That is not what I said. They must pay the pre- 
vailing rate, but you said they must not pay more than the prevailing 
rate. 

Mr. Ecan. No. Sometimes we have found cases where they pay 
considerably in excess of the prevailing rate, which unnecessarily 
added to the expense and we are charged with seeing that they operate 
economically, 


INFORMATION STAFF 


Mr. Putas. Your information staff seems to be adequate; would 
not you say ¢ 

Mr. Eean. Yes. 

Mr. Puituirs. You probably need one man and a stenographer. 
You have 12 at an average salary of about $5,750. Maybe your Labor 
Relations staff should investigate your Information staff to see that 
they are not paying more than the amount they should be paying. 

Mr. Ecan. Mr. Phillips, you would be amazed at the amount of 
inquiries we get in that office on the various programs we have. 

Mr. Puiuirs. You testified to that this morning, but that did not 
convince me. What I want to know is why you have to have people 
whose salaries average $5,700 a year to answer letters of Congressmen 
and people like that; why could not one or two people dictate the 
answers to stenographers at the regular classification rate. 

Mr. Ecan. I feel, due to the amount of work that pours into that 
office, that it requires a certain professional type to handle it. 

Mr. Puixures. You do not think you have given them a little higher 
title and a little higher salary than the job justifies? 

Mr. Eean. I do not think so. They are all subject to a civil service 
audit of the jobs and the classifications. 

Mr. Puturrs. This subcommittee has not found that was exactly a 
deterrent to overpayment nor to the writing up of attractive job 
descriptions for what the year before was exactly the same work at 
$300 a year less. Maybe you should look into that. 

Mr. Ecan. Right now the Civil Service Commission is auditing the 
classification of our positions. 
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Mr. Putuurres. Are they auditing them upward or downward ? 

Mr. Eaan. I have not had a report from them as yet. 

Mr. Putuuies. Will you drop a little note to this committee as soon 
as they finish that audit and tell us what the result is? 

Mr. Ecan. I will be very glad to. 


AVERAGE SALARY OF EMPLOYEES 


Mr. Puiiiirs. Will you have the budget officer divide the number 
of employees into the total salary per year and point out what that is? 
It is $5,760; is it not? And the average for the whole Government is 
$3,500, approximately. Why is it necessary for you to raise the sal- 
aries to get people to work for your agency than it is for other agen- 
cies of the Government ? 

Mr. Ketxry. The average salary is $4,948. 

Mr. Ecan. The answer is that we require certain professional skills 
in this operation so that we can do a supervisory job of the local 
authorities. We have on our staff architects and engineers and plan- 
ners of various types, and they are charged with reviewing the local 
authorities’ submissions to see that their designs are economical, to 

ive them guidance in how they can effect economies, and it takes a 
airly high-class person to handle that. On this salary basis, as a 
matter of fact, it has been somewhat difficult for us to recruit people. 


EMPLOYMENT, FEBRUARY 1951 
Mr. Patties. How many employees, total, have you at the present 
time? 
Mr. Kettry. 2,370 filled positions. 


VACANT POSITIONS 


Mr. Puituies. How many unfilled positions have you on the basis 
of your authorization ? 
Mr. Ketxiy. About 124. 


REQUESTED FOSITIONS, 1952 


Mr. Pures. How many have you asked for next year? 

Mr. Ketuty. We have asked for 2,638 positions with 2,572 average 
employees ? 

Mr. Puuurs. How many more for next year than this year—60 
more ? 

Mr. Ketry. It is an increase over this year of 144 positions. But 
we are operating right now at 124 below that level. 

Mr. Tuomas. The average increase in positions in 1952 over 1951 is 
178 plus 124 vacancies now. 

Mr. Purutres. That is right. You are asking for 178 more, and 
you are operating with 124 vacancies at the present time. 

This subcommittee has asked this question of every agency that has 
been up here, and I ask it of you: With this war amergency on us— 
that is, we are told there is a war emergency, and we accept that 
situation—cannot you (1) work longer hours, (2) better those pro- 
cedures which the chairman pointed out to you for next year, or (3) 
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drop off the less necessary functions? Cannot you absorb the work 
you have to do with fia present number of employees, since you 
are not up to the number you justified last year? 

Mr. Ecan. No; because we anticipate a larger workload in 1952 
than we have had in this past year, particularly on the low-rent side. 
There will be more units going into construction and units going into 
management that are presently in construction, That is the reason for 
the increase. 

Mr. Puituirs. This subcommittee does not think we can spend the 
money for war and also for all of the less necessary domestic items, and 
we would like to see the agencies of the Government absorb new work 
with their present staffs by changing the procedures or dropping the 
less necessary functions. 


REPORTS ISSUED BY LOCAL HOUSING AUTHORITIES 


You testified, I think in answer to Mr. Gore, about two reports last 
year that you were checking on, like the reports of the New York 

lousing Authority and the Minneapolis Housing Authority and the 
Contra Costa County Housing Authority, and so forth. Have you 
made a pretty thorough analysis of all those expenditures of local 
agencies to see that we are not by indirection paying for expenses of 
that kind by having to make up their operating expenses, while in 
turn they have been issuing elaborate reports and perhaps spending 
money for publicity and other things which duplicate what you are 
doing and which also are less essential ? 

Mr. Ecan. Weare examining those reports. We get copies of them. 
Those that have been printed or issued by the local authorities in the 
past year, we have assembled, for the benefit of the committee if they 
desire to look at them. 

Mr. Puituies. Let me ask in very simple language has any housing 
authority received money from you as a subsidy for operating ex- 
penses when that same housing authority has issued some of those 
expensive reports ¢ 

Mr. Eean. I cannot answer that directly, because the way it works 
is that we permit an overhead expense up to a stipulated amount in 
their budget for printing, travel, and so forth. 

Mr. Puituirs. That is not a very large amount ? 

Mr. Ecan. No; it is not, and we insist that they live within that. 
In some cases the authorities have not issued annual reports, for the 
simple reason that they have had to use those funds for other pur- 
poses, but under most State statutes they are required to issue reports, 
and I think those reports are filed with the States. 

Mr. Amis. Most of the laws require a formal annua] report to the 
mayor. In adition to that, they do print some reports for the benefit 
of the public in the nature of a report tothe public. As Mr. Egan 
said, so long as those are reasonable, they are absorbed in the miscel- 
laneous overhead expense account which covers travel, printing, and 
so forth, and which amount we hold to a very modest figure over-all. 

Mr. Eean. I would say, Mr. Phillips, in general the reports are 
modest. I think you may find here and there sometimes one that may 
be a little overelaborate; but, from my observation—and I see the most 
of them as they come in—they are not really elaborate. 
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Mr. Pures. I will agree with you on that. Some of them, though, 
were excessive and went beyond the bounds of propriety. I think the 
suspicion raised in this subcommittee’s mind was, if those expenses 
are being paid by the local agencies, are other costs being paid by the 
local agencies which, in view of the fact that they owe so much money, 
should not be paid for by indirection by the United States. 

Mr. Eean. My only reply to that is that we make a very close audit 
of their operations; and, if we find them out of line in any sense, we 
go after them. We have put limits on them, and we make them justify 
every item of expense, very similar to what we are doing here today 
with the committee. Where we find a case that is going overboard, we 
have now more sanctions than we have ever had to correct it, and I 
think we are certainly going to exercise those sanctions. 


COSTS OF TENANT EVICTIONS 


Mr. Putuurs. I find something else in last year’s hearing. The com- 
mittee took up with you the question of the cost of evicting a tenant 
compared to the cost to the private landlord. I do not have the figures 
here. Do you remember that discussion? The only point here is that 
you were going to develop the figures of what it cost to evict a tenant, 
and I do not find that you ever did. You might look in the hearings of 
last year and then develop it and put it in the record for this year. 

Mr. Ecan. We will be glad to do that. 

(The statement is as follows:) 


STATEMENT REGARDING ATTORNEY'S FEE IN CONNECTION WITH OPERATION OF 


Low-RENtr HovusiInG PROJECTS 


As a part of the operating budget which each local housing authority is re- 
quired to submit for approval by the PHA each year they may include an 
item for services of an attorney. The schedule of maximum allowances for this 
item, as established by PHA some years ago and which is still in effect, allows 
$336 per year for a project of 200 family units, which is approximately the 
average-size project. For this cost the local authority is expected to obtain 
normal advice and counsel of an attorney regarding all operations of the project 
for the full year as well as the prosecution of a reasonable number of eviction 
suits. 

Mr. Puuuirps. There is quite a difference in the cost, as I recall, 
between what the private owner would pay and what you felt it was 
necessary to pay and what you justified. 


EMPLOYMENT, ADMINISTRATIVE AND FISCAL DIVISION 


Another thing—and this may be a faulty computation on my part— 
is it seems to me about two-thirds of your people were in your Ad- 
ministrative and Fiscal Division, and I could not help feeling that 

yas a high percentage. 

Mr. Eean. That is in the central office, and it includes accounting 
and auditing. 

Mr. Wooren. That includes accounting and auditing, and the reason 
for the proportion is that the big bulk of the accounting is in the 
central office. 

Mr. Puiures. You have no field auditors ? 

Mr. Wooren. No, sir; we have no field accounting offices. The 
accounting is all centralized. We have no field accounting stations. 
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Several years back we did have regional finance offices and a staff of 
accountants in each of those offices. A cut-back of funds forced us, as 
a matter of economy, although it presented some problems in the oper- 
ation, to centralize that work, and we have been operating on a 
centralized basis in accounting since that time. I do think, as the com- 
mittee felt at that time, it has proved more economical to do it, be- 
cause you can get more production. For example, a bookkeeping- 
machine operator who might be busy three-quarters of the time in 
a small operation can be utilized to get 100-percent production where 
you have pooled equipment and personnel. 


NUMBER OF 





UNITS SUPERVISED 


Mr. Putturrs. Let me check certain figures with you, and then I 
will tell you the conclusion I am coming to. Am I right that you 
testified that in public war-housing units there are approximately 302,- 
500 in 1950 compared with 279,000 for 1952? In other words, you are 
justifying a reduction of anywhere from 8 to 10 percent in the number 
of units you are handling and supervising, but I do not find your 
request for administrative costs shows any comparable reduction. 

Mr. Ecan. The public war-housing units in management in 1950 
were 302,000, and in 1952 they are 279,000-—— 

Mr. Puinures. And veterans’ housing goes from 44,000 in 1950 to 
22,500 in 1952; homes conversion from 9,700 in 1950 to nothing in 
1952; and low-rent public housing from 135,000 in 1950 to 75,000 in 
1952. 

Mr. Wooren. Actually, if you take all of the programs together in 
both years, you will notice the work load for the several programs is 
greater in 1952 than in 1951. 

Mr. Putuires. How can that be? 

Mr. Wooren. Because of increases by new construction in the low- 
rent program. 

Mr. Puitures. You testified that was not going to begin—that that 
has not started yet. 

Mr. Wooren. In 1952; I was giving the comparison for 1952. 

Mr. Pures. Then I should ask you for what part of the fiscal 
year 1952 will you require any additional help. You do not expect all 
of this to be ready on July 1, 1951. 

Mr. Wooren. No. As a matter of fact, the increase builds up dur- 
ing the months of 1952. We start in 1952—— 

Mr. Putiuirs. You are really giving the figure, we will say, as of 
June 19522 

Mr. Wooren. Yes. 

Mr. Puitirrs. When, as a matter of fact, the load at the present 


time is less than last year and builds up over the 12 months to a 
greater load. 


Mr. Wooren. That is correct. 

Mr. Puituies. How many salesmen do you have out at the present 
time persuading local agencies of Government to take your housing 
programs instead of those of private builders? 

Mr. Ketry. We have one real estate salesman in the field in each 
field office. We do not have any salesmen at all engaged in promo- 
tional activity. 

Mr. Tuomas. What do you call them ? 






or 


go 


1085 


(Discussion off the record.) 

Mr. Purturrs. You contend that you have no one who is working 
or endeavoring to persuade local agencies of government to establish 
government housing ? 

Mr. Eean. Nota single one, Mr. Phillips. 


LOW-RENT HOUSING 


Mr. Corron. I have just a brief point that I wanted to get a little 
information about. 

Referring to these low-rent units, I assume that the proposed low- 
rent unit construction program is in various stages of development. 
That is, you have some actually under construction now? 

Mr. Eean. Yes, sir. 

Mr. Corron. You have others, in addition, which are referred to 
in the justification as in the pre-construction period ? 

Mr. Eean. The planning stage. 

Mr. Corron. That means that the architectural plans and blueprints 
are being made? 

Mr. Ea@an. That is right, the selection of sites and so forth. 

Mr. Corron. You have others being investigated for the purpose 
of checking and analyzing the needs of the community as to whether 
the project is justified and necessary ? 

Mr. Eean. That is right, sir. 

Mr. Corron. So that you have them in all these various stages of 
contemplation, planning and of construction ? 

Mr. Eaan. Yes, sir. 

Mr. Corron. Now, obviously, under any program that you saw fit to 
pursue, that Congress or the Bureau of the Budget saw fit to justify in 
the coming year, those in the process of construction would have to be 
completed ? 

Mr. Eean. Definitely; yes, sir. 

Mr. Corron. The Federal credit is pledged and the Federal con- 
tributions agreed to and contracted ? 

Mr. Eaan. Yes, sir; that is correct. 

Mr. Corton. As to those that are in the preconstruction phase Fed- 
eral credit has not yet definitely been pledged nor have Federal con- 
tributions definitely been promised ? ts that right or not? 

Mr. Eean. Wait just a minute. I think what Mr. Cotton is refer- 
ring to is that if a project is not in construction you feel that there is no 
Federal pledge? 

Mr. Corron. I am asking you whether you have entered into a 

pledge. . 
_ Mr. Eaan. We have entered into what is known as a loan and annual 
contributions contract after they have submitted their development 
program which is an outline of what they propose to do, the type of 
units, and so forth. 

Mr. Corton. That answers my question. 

Now, as to those that are simply in the process of examination, you 
have not reached the place where you have definitely pledged either 
morally or legally Federal credit or Federal contributions? 

Mr. Eean. That is right. 
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Just to clarify one little point, Mr. Cotton, we make what are known 
as preliminary loans which is not a pledge of Federal credit, but are 
small loans to finance preliminary planning work. 

Mr. Corron. You mean they all have that? 

Mr. Eean. Yes; they all have that. 

Mr. Corton. When the Bureau of the Budget saw fit to curtail your 
construction of low-rent units from 100,000 to 75,000 where did that 
25,000 come off ? 

Mr. Tuomas. It is a reduction of 60,000, from 135,000 to 75,000. 

Mr. Eaan. The budget was for 10,000 construction starts originally 
when we went before the Bureau for this year. 

Mr. Corron. And they reduced you to 75,000? 

Mr. Eean. Yes, they reduced us to 75,000. 

Mr. Tuomas. I mean the act. 

Mr. Eean. Yes, the act permitted 135,000. 

Mr. Corron. I see. The definite decrease was the Bureau of the 
Budget cut. What would that come off of ? 

Mr. Ecan. That would come off of the program nationally. We 
have to exercise controls so as not to go beyond that figure on a na- 
tional basis. 

Mr. Corron. That means you would simply refrain from planning 
that additional number? 

Mr. Eean. No. The restriction was put on the number going into 
construction, not on the planning, Mr. Cotton. 

Mr. Corron. And it does not prevent you, then, going through the 
preliminary stages and drawing blueprints and pledging credit and 
contributions for the future ? 

Mr. Ecan. No; it does not. 


NEEDS FOR DEFENSE HOUSING 


Mr. Corron. Now, you told us that as far as possible, you were go- 
ing to be guided by the needs of defense housing. 

Mr. Eaan. Yes, sir. 

Mr. Corron. In proceeding with this low-rent housing program, 
is that correct ? 

Mr. Ecan. Yes, we are going to give priority in processing in de- 
fense areas. 

Mr. Corron. The point I am trying to find out is this, necessary and 
desirable as this low-rent housing program may be, Congress has so 
indicated, and we have set this juggernaut in motion, is it necessary 
in this year 1952 with this war economy? Can there not be a cur- 
tailment of personnel and a curtailment of expenses by holding up and 
delaying a part of your program for blueprinting, designs, investi- 
gations, sail plans for future construction ? 

Mr. Eean. Well, Mr. Cotton, the 75,000 units that are programed 
to go into construction was limited primarily because of the over-all 
restriction generally applicable to residential construction which re- 
strictions are already related to the present economy. 

Mr. Corton. Yes. It was also put on because of the possible scar- 
city of materials as well, was it not? 

Mr. Eean. Well, I do not know, I do not think so. I think it was 
put on primarily as an inflationary control. We feel that there is a 
certain amount of civilian economy that is to continue, and that is why 
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although the 850,000 units that we indicated are about the maximum 
that would be built, it is not a limitation nor is it a quota. It is the 
estimated volume based on present credit controls. 

Mr. Frantz. I think Mr. Cotton’s statement is correct in that the 
general cut-back in the volume of new housing production contem- 
plated taking pressure off the housing materials market, as well as 
off the housing credit. I think that is right, sir. 

Mr. Corron. But assume that there is a curtailment in housing con- 
struction, assuming that your actual construction slows up during this 
period, you are, under your policy and under your justification, still 
going ahead full blast with not only the present personnel but some- 
what increased personnel in planning, preparing, investigating and 
pledging yourselves to a future program, is that correct / 

Mr. Eean. That is correct, sir. 

Mr. Corron. You testified that you can have no possible idea as to 
what will be indicated to you to be the necessary defense housing 
projects ¢ 

Mr. EFean. Yes, sir; that is right. 

Mr. Corron. But it presumably will not take up your 75,000 new 
units which you plan? 

Mr. Egan. It is very difficult to say, Mr. Cotton. It could possibly, 
but is dependent upon how the defense situation develops. 

Mr. Corron. Have you considered in any of your planning and 
thinking on this problem, and, in your relations with the Bureau of 
the Budget, limiting your actual construction in the coming fiscal 
year entirely to defense housing and deferring the civilian low-rent 


housing program during this particular year of emergency / 

Mr. Eaan. No, not entirely. We anticipate that some percentage, 
and I do not know just what it will be, of the 75,000 units going into 
construction will go into areas where there are defense needs for 
in-migrant workers and would have to be converted into that type 
of housing to house them. 


AVAILABILITY OF HOUSING TO LOW INCOME PEOPLE 


Mr. Corron. Mr. Yates asked you a question, I recall, about what 
the census figures for 1950 show about the number of low income 
people in the United States who need and desire this service, and 
you were going to ascertain that. 

Mr. Eaan. Yes, sir. 

Mr. Corron. My recollection of the information in the debate in 
Congress when the present housing bill was passed is that it indicated 
that even on the basis of the 1940 census, and even assuming that this 
program went ahead at its fullest capacity, as rapidly as possible, and 
consumed all of your contemplated credit and expenses, that only a 
comparatively small percentage of those people in the country who 
need this service could expect to obtain it. That is a fair state- 
ment, is it not? 

Mr. Eean. I think so. 

Mr. Anprews. Was it not about 10 percent, Mr. Cotton ? 

Mr. Corron. I am not sure. 

Mr. Anprews. My recollection is it was about 10 percent ? 

Mr. Corron. So that if for the year 1952 you got rid of all the 
personnel, and you slowed up your activities in the blueprinting, nego- 
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tiating, and investigation, and in addition to that you confined your 
actual construction to the defense housing needs, the percentage of 
civilians who would be, not deprived, but to whom this service would 
be postponed, would be a pretty small percentage of those in the coun- 
try who needed and who wished to get it ; is that right ? 

Mr. Ecan. Well, perhaps so. I think that may be a fair statement. 

Mr. Corron. That is all, Mr. Chairman. 

Mr. Tuomas. Thank you, gentlemen. We certainly want to thank 
you folks. It is always nice to see you, Mr. Egan, and your staff. I 
do not think we have any agency in the Government that is any 
more ably represented than yours is by you and your able staff. You 
are very frank and forthright with us, and for that and many more 
reasons we welcome you. 

Mr. Egan. Thank you very much, Mr. Chairman. 

Mr. Anprews. Mr. Chairman, I have one more question. 

Mr. Tuomas. Yes, Mr. Andrews. 

Mr. Anprews. Did I understand you a few minutes ago to say that 
70 percent of your total income went for utilities ? 

Mr. Keiiy. For utilities and operating expenses. 

Mr. Anprews. For utilities and operating expenses? 

Mr. Ecan. Including repairs and maintenance. 

Mr. Anprews. That is all. 

Mr. Tuomas. Thank you, gentlemen. 

Mr. Eean. Thank you, Mr. Thomas. We certainly appreciate the 
courtesies of you gentlemen. . 









Tuurspay, Marcu 1, 1951. 


FEDERAL HOUSING ADMINISTRATION 
WITNESSES 


FRANKLIN D. RICHARDS, COMMISSIONER 
WALTER L. BREENE, DEPUTY COMMISSIONER 
BURTON C. BOVARD, GENERAL COUNSEL 
LESTER H. THOMPSON, COMPTROLLER 


ALLAN F. THORNTON, DEPUTY DIRECTOR, RESEARCH AND 
STATISTICS 


JOHN D. BURROWS, BUDGET OFFICER 
SALARIES AND EXPENSES 


Funds available for obligation 





| j | 
j | 
| 1950 actual | 1951 estimate | 1952 estimate 











DIRECT OBLIGATIONS | | 
Limitation or estimate._..............-...-... pear Sd Ned | $5,307,636 | $5, 425, 000 $5, 360, 000 
Unobligated balance, estimated savings_-.................--- 162, 602 | eee 
Total direct obligations ..............--------------+--- | 5,145,084 | 5,125,000 | 5, 360, 000 
REIMBURSABLE OBLIGATIONS 
Reimbursements for services performed _._.......-.-- wiht iar | 92, 396 | 136, 000 162, 000 





Pebinehtttiie.) fi Be | 5, 237, 430 | 5, 261, 000 5, 522, 000 
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Obligations by activities 





Description 


| 1950 actual | 1951 estimate 1952 estimate 





DIRECT OBLIGATIONS 
. Executive direction 


. Program direction... 
. Staff and administrative services 


REIMBURSABLE OBLIGATIONS 


. Executive direction 
. Program direction 





. Staff and administrative services._...__..-.-.-.---__-- 


Total reimbursable obligations. -___- 


Total obligations 


| 

$77, 300 | 
1, 424, 700 | 
3, 623, 000 | 


$77, 584 
1, 427, 246 | 
3, 640, 204 


5, 145, 034 3 te 


$77, 600 
1, 515, 000 
3, 767, 400 


360, 000 


5, 5,125, 000 


g | 
1, O86 |... 
91, 302 | 


92, 396 


"136, 000 


136, 000 


162, 000 


162, 000 


, 430 ~ 5, 522, 000 





Obligations by objects : 


Object classification 








SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions 
Average number of all employees. ..__.........-.-.-.._-_-- d 


Personal service obligations: 
Permanent positions- 
Regular pay in excess of 52-week base 
PeyMeNnt Above basse Tats... ws cn eee cece ene 


Total personal service obligations-__.......-.-- =U Hae | 


DIRECT OBLIGATIONS 


ne oe ea Poms 
Travel sista cha isanawa 

gi ransporte ition of things. EEA A, NCCE 
Communications - - - } 
Rents and utility serv ices 
Printing and reproduction 
Other contractual services 
Supplies and materials_- 


tee GRE WE ea os ce ache scence , 
REIMBURSABLE OBLIGATIONS 


Personal services 

Travel : 
Communications MRR 8 ASS eR 
Rents and utility services._...............-- 4 
I NI NG i resin Gs yin otis ornate : 


Total reimbursable obligations.._...........--.....-...- 


Total obligations 


1950 actual | 1951 estimate 1952 estimate 


1, 135 |} 
1, 077 a, * 019 


$4, 200, 249 | 
16, 000 
69, 349 


$4, 235, 200 | $4, 431, 800 
16, 700 
11, 200 


4, 459, 700 


4, 224, 200 
75, 000 | 
5, 000 | 
55, 000 | 
440, 000 
64, 200 | 


4, 251, 781 | 
173, 082 
2,710 | 
45,657 | 
381, 790 | 
53, 127 
71,478 | 
165, 409 
5, M45, 034 } 


4, 416, 700 
180, 000 
5, 100 

55, 000 
455, 000 
65, 800 
72, 400 
110, 000 


, 360, 000 


43, 000 


92, 396 a 36, 000 | 162, 000 


5, 237,430 | 5,261,000 | 5, 522, 000 





MISCELLANEOUS 


Miuitary Hovustna InsurANcE Funp, FepeRAL Hovsine 


ADMINISTRATION 


Funds available for obligation 





| 


1950 actual | 1951 estimate | 1952 estimate 





Appropriation or estimate _ - 
Deposited in checking account with United States T reasury - 


es GRO... .... nasascgstacoeds anne omens 


| 


$5,000,000 |___. 
— 5,000, 000 
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Hovusinc INVESTMENT INSURANCE FUND, TREASURY DEPARTMENT 


Funds available for obligation 








1950 actual | 1951 estimate | 1952 estimate 


| 





| j | : 
Prior year balance available - aS oe | $9, 000, 000 $9, 000, 000 | $9, 000, 000 
Balance available in subsequent year - _- | —¥, 000, 000 | —9, 000, 000 —9, 000, 000 





Total obligations - - - 


Mr. Tuomas. The committee will please come to order. We have 
with us this afternoon the FHA people, very ably represented by our 
friend the Commissioner, Mr. Franklin D. Richards, Mr. Greene, the 
Deputy Commissioner, Mr. Bovard, their very able general counsel, 
Mr. Thompson, the Comptroller, Mr. Allan F. Thornton, the Deputy 
Director of Research and Statistics, and our friend here, Brother 
John D. Burrows, the Budget Officer. 

Mr. Commissioner, it is nice to see you and your staff. If you have 
a statement for us here we will be delighted to hear you. 

Mr. Ricuarps. Yes, I have, Congressman. It is short, and I think 
possibly it might be worth while reading it to you, if that is agreeable. 

Mr. ‘THomas. Yes, surely. 


GENERAL STATEMENT 


Mr. Ricuarps. I am glad to have this opportunity to discuss the 
budget program for 1952. The details of the program have already 
been submitted to you in the written justifications. I will summarize 
the main points. 


ESTIMATED FINANCIAL POSITION, 1950-52 


First, as to our over-all financial position; Earned net income, that 
is, the excess of earned income over insurance losses and expenses, 
is estimated at $70.8 million in fiscal 1952 compared with an esti- 
mated $62.2 million for the current fiscal year and an actual figure 
of $47.9 million in fiscal 1950. Our earned surplus including statutory 
reserves on June 30, 1950, was $143.1 million. This is estimated to 
increase to $194.8 million at the end of this fiscal year and further 
to $254.4 million by June 30, 1952. 


EXAMINATION OF UNIT APPLICATIONS FOR MORTGAGE INSURANCE 


During the last fiscal year we examined 818,900 unit applications 
for mortgage insurance. Mortgages were insured in the amount of 
$3.5 billion covering 488,600 dwelling units. Four hundred and 
thirty-five thousand dwelling units were started under the FHA pro- 
gram. Because of the credit restrictions to curb inflation and con- 
serve materials for the defense program, it is estimated that unit 
applications will drop to 769,500 in fiscal 1951 and 565,000 in fiscal 
1952. The large number of commitments carried over from last 
year’s high volume of new business will produce an estimated 517,- 
300 starts this year. The estimate for fiscal 1952 is 420,000 starts. 
Mortgage insurance to be written is estimated at $4.3 billion involv- 
ing 580,000 units this fiscal year and $3.3 billion for 464,000 in fis- 
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cal 1952. The outstanding amount of mortgage insurance amount- 
ing to $10.4 billion on June 30, 1950, is expected to increase to $13.7 
billion at the end of the current fiscal year and to $15.8 billion at the 
end of fiscal 1952. 


INSURANCE OF NOTES FOR HOME REPAIRS 


In addition, we insured 1,361,000 notes with net proceeds of $647.5 
million in 1950 for home repairs and improvements. ‘This year it is 
estimated that 1,350,000 notes with net proceeds of $577.8 million will 
be insured. In 1952 the full effect of credit restrictions will be felt, 
and the estimated volume of notes declines to 1,125,000 with net pro- 
ceeds of $481.5 million. 


1952 REDUCTION IN NONADMINISTRATIVE COSTS 


Thus, in summary, new insurance business is declining in volume, 
while insurance in force is accumulating and reaches a new high of 
$16.5 billion by the end of 1952. These factors are reflected in the 
budget. We took prompt action to reduce our nonadministrative 
budget as quickly as new applications began to decline. Our initial 
apportionment request this year was about a quarter of a million dol- 
lars below the approved budget. On December 7, after reviewing the 
actual and estimated effect of the credit restrictions, we requested the 
Bureau of the Budget to further reduce our nonadministrative budget 
for the current year by $2.4 million. The 1952 budget contemplates 
a still further reduction of $2.3 million bringing the nonadministrative 
budget down to $25 million, as compared w ith $30 million originally 
approved for 1951. 


ADMINISTRATIVE EXPENSES 


Administrative expenses are not affected directly by the decline in 
new insurance applications just as they were not directly affected by 
the heavy increase in new applications which characterized the last 
few years. The primary factor influencing administrative expenses 
is the gradual accumulation of insurance in force, which, as 1 men- 
tioned a moment ago, reaches a new high of $16.5 billion in 1952. This 
compares with $14.5 billion at the end of this year and $11.3 billion 
at the end of 1950. Additional mortgages covering more than 360,000 
units will have to be serviced in 1952 as compared with this year. 
Premium billings, collections, and other servicing activities will in- 
crease accordingly. 

We have been engaged in a rigid economy program this year in order 
to handle increasing workload and functions, and certain rising costs 
within strict budget limits. We have adopted recommendations of 
the GAO which we agreed would improve our operations. Some of 
these increased the cost of accounting and auditing operations, but 
they provided closer controls which both GAO and FHA felt to be 
worth while. Provision also had to be made for the administration of 
section 213 of the National Housing Act, passed by Congress subse- 
quent to submission of the 1951 budget, and for substantial increases 
in rental and telephone rates and other price rises. All of these factors 
have been considered in arriving at the administrative expense estimate 
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of $5,360,000 for 1952. However, no provision is included in this esti- 
mate for any new legislation which the Congress may pass. 

Our total 1952 budget, includig both administrative and nonadmin- 
istrative expenses, is $2.1 million below this year’s budget. We shall 
continue to act as vigorously as we can to hold our expenses down to 
the minimum necessary to accomplish the program prescribed by law 
and protect the Government from unnecessary risks. 

Thank you. Ishall be happy to answer any questions the committee 
may have. 

Mr. Tomas. It is a nice statement. 

Mr. Ricuarps. Thank you. 

Mr. Tuomas. Mr. Reporter, we will try to be brief and summarize 
this. I wonder if you would be good enough to insert pages 4, 6, 7, 
and 9 in the record at this point. 

(The matter referred to is as follows :) 


HIGHLIGHTS 


Credit curbs instituted to curb inflation and conserve materials and manpower. 

Workload increases in the maintenance of insurance in force. 

Improved ratio of expense to income. 

Of major importance in FHA’s program for 1952 is the part played by FHA 
in curbing inflation and conserving materials and labor in the housing field 
through the tightening of credit terms. While credit restrictioys reduce the 
total volume of new applications, they present many special operating problems. 
Insurance in force which has the most significant effect on administrative work- 
load reaches the highest point in FHA history in 1952. Expenses have been 
held to a bare minimum, giving full recognition to the need for rigid economy 
in Government operations, while income reaches a new high, creating an even 
more favorable relationship of income to expense than prevails this year. 


FHA OPERATIONS SINCE 1934 


The FHA was created by the National Housing Act approved June 27, 1934. 
It is a noncorporate business-type agency and was made subject to the Govern- 
ment Corporations Control Act by' the Housing Act of 1948 (Public Law 901, 
80th Cong.). 

Principal FHA objectives are stabilization of the mortgage market and im- 
provement of home financing practices and housing standards and conditions, 
through a system of insurance of loans to finance the production, purchase, repair, 
or improvement of residential properties. In the early years following its cre- 
ation in 1934, FHA made a substantial contribution to the recovery of the economy 
from the depression by stimulating the flow of private capital into the housing 
field, reviving residential building, and providing employment in the building 
industries. 

Most important in the long run, however, is the stabilizing and ameliorating 
influence of FHA on home financing practices and housing standards. About 
2,045,000 new single-family homes and nearly 620,000 rental-type units have 
been placed under construction through the FHA insurance programs. Approx- 
imately 1,903,000 new single-family homes and about 484,000 rental-type units 
have been completed. 

In addition, nearly 10,600,000 repairs and improvements in American homes 
have been made with FHA-insured loans. The program provides assurance to 
lending institutions that funds invested in FHA mortgages will not be dissipated 
through the cycle of default, foreclosure, and forced liquidation in an unfavor- 
able market. The risk is spread by FHA insurance on a long-range Nation-wide 
basis. Moreover, through the establishment of sound financing practices and 
long-term level-payment mortgages bearing a sound relationship to the home 


ne el ability to pay, the possibility of default and foreclosure has been greatly 
reduced. 


All of these concepts were embodied in the basic programs provided by titles 
I and II of the National Housing Act in 1934 and are still in operation. Title VI 
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of the National Housing Act (Public Law 24, 77th Cong., approved March 28, 
1941) embodied those special incentives and modified standards needed to meet 
war and postwar emergency conditions. Two new programs, title VII providing 
yield insurance on rental housing investments, and title VIII, military housing, 
have been added in the last 3 years and amendments to titles I and II have been 
made to provide, respectively, for low-cost housing, especially in suburban and 
outlying nonfarm areas, and for cooperative housing. Insurance written since 
1934 and insurance in force at the end of fiscal years 1949, 1950, 1951, and 1952 
under all programs are reflected below. 


{In millions of dollars] 





Insurance in 
force end 
of year 


Insurance 
written 





1934 to June 30, 1948 | 12, 839.7 6, 081. 0 
Fiscal year—1949 3, 494. 6 8, 462. 7 
1950 4, 084.8 10, 967. 4 
‘ 4, 657.9 13, 945. 4 
3, 753.9 | 16, 475. 2 

| 








CREDIT RESTRICTIONS 


In accordance with the President’s program to curb inflation and relieve pres- 
sure on materials and labor needed in the expanded defense program, the Fed- 
eral Housing Administration initiated credit curbs effective July 19, 1950. These 
restrictions had the effect of cutting back the percentage of loan to value by 
5 percent on all FHA programs, except military housing, and to freeze costs 
used in FHA determinations at the July 1 level. In addition, a 10-percent down 
payment was required on repair and improvement loans. This was an interim 
measure to give immediate effect to the anti-inflation policy of the Government. 

As the Federal Reserve Board has developed and promulgated effective Octo- 
ber 12 and January 12 over-all credit restrictions applicable to housing credit, 
FHA has simultaneously modified its restrictions to conform to those of the 
Federal Reserve Board. In addition, the FHA restrictions have been made appli- 
cable to credits on existing properties not covered by those of the Federal 
Reserve Board. Credit restrictions have not been applied to military housing. 
Housing in the Territories and possessions is exempted by FHA in line with 
comparable exemptions under the Federal Reserve Board’s Regulation X. 

The effect of the credit restrictions is shown in the comparison below of the 
mortgage amounts insurable under section 203 of the National Housing Act before 
and after the restrictions on new homes valued at $7,500 and $11,000, and on a 
rental project under section 207 of 100 units averaging four and one-half rooms 
and having a total value of $750,000 for the project and a value per unit of 
$7,500. 





Prior to Reductions 


Property value | credit pr = in insurable 
restrictions . mortgage 





New home, $7,500 (sec. 203) , $6, 125 
New home, $11,000 (see. 203) : 8, 300 
Rental project, $750,000 (sec. 207) ; 607, 500 
Value per unit, $7,500 . 6, 075 











FISCAL YEAR 1952 PROGRAM 


During 1952 insurance in force will reach $16.5 billion. The volume of new 
mortgage insurance applications will decline because of the credit curbs, but the 
volume of units being constructed under FHA inspection will be greater than in 
1950. ‘This results from the processing cycle from receipt to final insurance 
(illustrated in the accompanying chart) which ranges as high as 22144 months 
for new multifamily projects. 
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[Dollars in millions] 





1950 actual | 1951 estimate) 1952estimate 





Volume of operations: 
Unit applications examined 818, 876 769, 450 565, 000 
Mortgage and yield insurance written: 

Number of dwelling units 488, 561 580, 350 463, 550 
Mortgage amounts insured $3, 495. 0 $4, 262. 9 $3, 272. 4 
Improvement loans insured: 
Number of notes 1, 361, 194 1, 350, 000 1, 125, 000 
$647.5 $577.8 $481.5 

Estimated outstanding balance of insurance in force, end 

of fiseal year: 
Improvement loans $902. 2 $801.7 $672. 0 
Mortgage Insurance $10, 351. 4 $13, 698. 4 $15, 803. 2 

Acquired security or collateral on hand, end of year: 
Defaulted improvement loan notes__...._..__......_-- $42.2 $52.1 $60. 2 
Acquired properties: 

Number of units ~ 3, 719 6, 703 10, 3% 
Amount $20.1 $37.2 $58. 5 


Income and expense: 
Total fee and premium income $95. 4 $116.6 | $119. 6 

















Expense: | 
Administrative | 9 §.1 5.4 
ini 27.3 








RN i ea ee Se 32.4 | 


+P 








! 
Excess of income over expense sift 


1 diated eiptaitiond: expenditures of $0.4 million in 1950 and $0.2 million in estimates for 1951 and 1952 





Fees and premiums received increase to $119.6 million in 1952 from an estimate 
of $116.6 million for the current year and $95.4 million in fiscal year 1950. The 
ratio of expenses to fees and premiums collected declines from 29.1 percent in 
fiscal year 1950 to 27.8 percent in 1951 and 25.4 percent in 1952. 


TOTAL LIABILITY AT END OF FISCAL YEAR 1952 


Mr. Tuomas. I believe, Mr. Richards, that the end of the fiscal year 
1952 the FHA’s total liability will be $16 ,475,200,000; is that correct? 
Mr. Ricuarps. That is correct, including title I. That is everything. 

Mr. Tuomas. Yes; [ am talking about everything. 

Mr. Ricuarps. That is right. 

Mr. Tuomas. But from that $16,475,200,000 you should in order to 
give an accurate picture, deduct that part of the amortization on all 
of the mortgages covered therein ? 

Mr. Ricwarps. Yes. 

Mr. Tuomas. Does that figure of $16,000,000,000 represent that? 

Mr. Burrows. Yes, sir. Amortization has been reflected in that 
figure. 

Mr. Tuomas. All right. What was the total amount through 1951, 
then, of your insurance in force? 

Mr. Ricuarps. You mean the amount actually written or still out- 
standing ? 

Mr. Tuomas. No; the amount written. What is your total liability 
at the end of the fiscal year 1952? That will be $16,475,200,000 ? 

Mr. Ricuarps. Yes, sir, 

Mr. Tuomas. What was the amount originally issued? In other 
words, what part of it has been amortized ? 

Mr. Ricwarvs. What is the total insurance written thus far 
through 1951? 
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Mr. Tuomas. What do you anticipate through 1952? In other 
words, you estimate here the amount through 1952 to be $16,500,000,000, 
so to speak, in round figures. 

Mr. Ricuarps. Do you have the total insurance that has been 
written ¢ 

Mr. THornton. No, sir; I will have to get that. 

Mr. Ricuarps. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. In other words, about one-third of your total liability 
since you have been in existence has been amortized ¢ 

Mr. Ricwarps. Or slightly more than that. 

Mr. Tuomas. That is not a bad record, is it 4 

Mr. RicHarps. No. 

Mr. Tuomas. Of course, during that period you had an ascending 
market, and if you ever get into a descending market it might be a 
different story. 


FEES 


What is the figure now of your reserve that you will accumulate 
through fees at the end of 1952? What is the estimated figure / 
Mr. Ricwarps. $254,400,000 estimated. 


FHA Hovsine Activirres 


Mr. Tuomas. Your entire operations are divided into several pro- 
grams as follows: 

Repair and improvement loan insurance—title I; 

Mortgage insurance small homes and multifamily housing—titles 

Land I; 

Emergency and special-incentive mortgage and loan insurance— 
title VI; 

. Yield insurance on equity investment in rental housing—title VII; 
and 

Military housing mortgage insurance—title VIII. 

That is five progr rams, is it not ? 

Mr. Ricwarps. Yes, sir. 

Mr. THomas. And as you delicately alluded to it a while go that may 
not be all because you have a housing program coming up which will 
more than likely add to your workload considerably, and, therefore, 
to your administrative as well as nonadministrative expense in every 
one of these items here included in this budget, is that right? 

Mr. Burrows. That is correct. 

Mr. Ricwarps. Yes, sir; that is correct. 


UNIT APPLICATIONS EXAMINED, 1950-5 


Mr. Tuomas. How many units did you start and complete in 1950? 
What is your estimate for 1950, 1951, and 1952? You gave those figures 
a while ago, but I did not get them. I did not get them in that form; 
do you have them in that form ? 

Page 9 of the justifications is already inserted in the record. 

You examined 818,876 unit applications i in 1950; in 1951 you exam- 
ined, or will examine, 769,450, and your estimate for 4952 is 565,000, 
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which is quite a drop from 1951, and certainly a larger drop from 
1950. That is the figure you gave a while ago. Now, how many 
carry-overs will you add to your 1952 estimate? 

Mr. Ricwarps. From 1951? 

Mr. Tuomas. Yes. 

Mr. Ricwarps. The examination carries through to the point of 
either issuing a commitment or rejecting a case, and the actual starts, 
of course, may not occur in the year that we issue the commitment. 

Mr. Tuomas. Well, they follow pretty closely about 90 days, do they 
not? At least, you hope to get them out of your shop in 90 days? 

Mr. RicHarps. The small homes do, and the rental housing usually 
takes a little longer, possibly as long on an average of 4 or 5 months. 
The reason that the 1951 figure is up as far as it is in starts is because 
of the carry-over from the last year’s high volume. 

Mr. THomas. That is a big part of your workload unit obligations? 

Hr. Ricwarps. Yes, sir; that is correct. 

Mr. 'THomas. That is your big workload. What part of your total 
workload does that cover ? 

Mr. Ricnarps. Well, that part is all, or virtually all, nonadminis- 


trative, and our nonadministrative portion is about $28,000,000 out of 
$30,000,000. 


MORTGAGE AND YIELD INSURANCE WRITTEN ON DWELLING UNITS 


Mr. Tuomas. Well, now, you are going to start dwelling units. In 
1952 you estimate 463,550 as against 565,000 unit applications exam- 
ined, which is about a 12-percent turn-down, I presume; is that correct ? 
Mr. Ricnarps. About 10-percent rejection. 


REPAIR AND IMPROVEMENT LOAN INSURANCE 


Mr. Tromas. What about this program of repairs? 
Mr. Ricuarps. That is likewise reduced. This year it is estimated 
1,350,000 notes, totaling $577.8 million will be insured, whereas next 
year it drops to 1,125,000, totaling $481 million. 

In these programs it takes time for the credit curbs to really take 
hold, because of the carry-over. 

Mr. Tuomas. How much carry-over are you going to have in 1952 
from your unit applications? 

Mr. Ricwarps. On title I? 

Mr. Tuomas. Yes, sir. 

Mr. Ricnarps. Well, there is very little carried over in the title I 
program. There is practically no carry-over in title I. 

Mr. ‘TrHomas. How much do you figure your workload in 1952 is 
going to drop off, compared with 1950 and 1951 by virtue of Regu- 
lation X ? 

Mr. Ricuarps. I might say, if you would permit me, that we talk 
about credit curbs as being the reason for decrease in business. As 
a matter of fact, it is only one of many factors that have an effect 
on the market. The other factors primarily are the concern on the 
part of builders and developers that there might be a stop order on 
construction, like there was in the last war. Another one is the ques- 
tion of availability of materials and labor. Another is the cost of 


materials and labor. Another is the fact that construction financing 
is tightening up some. 
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All these disturbing factors, plus the tightening up of credit, are 
having this effect. The credit curbs in and of themselves are only 
a part. of the entire picture that is causing this reduction. 

We feel that these estimates, considering all the factors involved, 
barring some very different situations that we might have to face, 
such as an all-out war preparation, are about as accurate as we can 
get. That would reduce the nonadministrative budget by $5 million, 
whereas our administrative budget is $5 million 260, thousand, which 
does not vary much from the last year. 

As you indicated, our total volume of outstanding insurance is in- 
creasing all the time and as a result of that it requires premium billing, 
collection, and other servicing activities which increase, while pro- 
cessing in the field office, nonadministrative, is going down. 


PersonaL SERVICES BY ORGANIZATIONAL UNIT 
Mr. Tuomas. At this point we shall insert in the record page 19 of 
the justifications, “Personal service obligations by organization unit.” 


(The document is as follows :) 


Personal service obligations by organization unit, actual 1950 and estimate 1951 and 
1952 





Estimate 1951 | Estimate 1952 











Commissioner 

Legal. 

Personnel 

Budget re. ; 
Administrative services 
Comptroller. --_- oe 
Research and statistics_.__- 
Cooperative housing -- 

<0 6....-- 

Andit___.. 

Field operations - - ._ - 
Rental housing - ---.._--- 


Man- 
years 


| Posi- 
| tions 


a2) 
41. 5| 


ee cer 
44 


a 


308| 308. 9 
363) 
i 


Underwriting..............-] 


Total full-time__-_- 
Terminal leave 
Overtime 


Nightwork differential______ | 


Extra day’s pay 


Total personal 


ser- | 
TOR nkdin wn ounmankes | 


| Actual 1950 we 

| 

‘ge 

| | 
| 
| 


| Amount 
z 


$63, "yas, ns] 
217, 060) 
235, 756 
58, 460) 
927, 322) 
1, 069, 905) 
266, 245} 
12, al 


635, 331| 


nore 1, 135), 05 0. 0| ore 114, 447] 1,085 


51, 985) _ 


68, 542). 
807 


16, 000 


Posi- 
t 


ions 


100) 


Man- 
years 


Amoun 


$68, 
241, 335 
261, O85 
76, 075 
834, 260 
, 043, 355 
262, 460 
84, 650 
117, 955 
149, 465 
285, 950 
152, 075 
562, 485 


989) 4, 139, 200 
53, 500. 


16 
7| 30, 000) - 


1, 000). 





1, 135)1, e-9 4, 251, 781 
1 i 


1, 085| 


1,012) 4, 224, 200 





NUMBER OF POSITIONS, 1951-5 


t | Posi- | | Man- 
tions 


550! 


ly eare ihe mount 


$68, 850 
243, 585 
263, 585 
76, 725 
866, 690 
1, 110, 290 
265, 310 
85, 250 
135, 355 
156, 675 
288, 200 
171, 350 
601, 935 


45 


92 
4, 333, 800 
55, 000 

10, 000 

1, 200 

a ouentt 16, 700 


wy 075 ~ 1,028 
16 


TS! 3 


1,075; 1,047, 4, 416, 700 


Mr. Tuomas. This is in the District of Columbia, and this is your 
administrative cost; is that correct ? 

You had 1,085 positions for fiscal 1951 at a total cost of $4,224,200. 
This, it should be pointed out, does not include the other objects. 

Mr. Burrows. That is correct, sir. 

Mr. Tuomas. For 1952 you want 1,075 positions, which is about 
10 less than you have in 1951, at a cost of $4,416,700. 

I presume the difference in your total salary cost is the difference 
in your in-grade promotions, which is in the neighborhood of $190,000 ; 


is that correct ? 




















1098 


Mr. Burrows. It is due partly to that and due partly to the fact 
that the lapses are expected to be somewhat less than in 1951. 

You will notice that the average full-time employment is 1,028 as 
against 989 for this year. That accounts for part of the $190,000. 





FILLED EMPLOYMENT, FEBRUARY 1951 





Mr. Tuomas. How many unfilled positions do you have as of 
February 1! 

Mr. Burrows. I believe we have 975 filled positions. 

Mr. Tuomas. That would make 110 vacancies. 

Looking over these figures, your estimate shows that your 1952 
volume will be some 15 percent less than 1951. Is that figure of 15 
percent less about correct? Is that a fair average of all your five dif- 
ferent titles? 

Mr. Burrows. That would be true in the nonadministrative budget, 
but not in the administrative budget. 


FUNDS IMPOUNDED, 1951 





Mr. Tuomas. How much was impounded in your administrative 
budget last year? 

Mr. Burrows. This current year. 

Mr. Tuomas. That is right; 1951. 

Mr. Burrows. $300,000, sir. 





























ESTIMATED WORKLOAD, 1952 


Mr. Couperr. Will the chairman yield for a moment? 
Mr. Tuomas. Yes. 

Mr. Couperr. I have some figures here that suggest that the work- 
load in a good many instances will be reduced by a great deal more 
than 15 percent. 

Insurance written during the year should be 19 percent less. 

Insurance applications examined, 31 percent less. 

Mortgage and yield insurance written, 23 percent less. 

Number of improvement loans insured, 17 percent less. 

Under titles I and II, number of unit applications examined, 12 
percent less. 

One to four family inspections made, 22 percent less. 

Under title VI, unit applications examined, 93 percent less. 

; One to four family inspections made, 100 percent less. 
Unit mortgages and loans insured, 83 percent less. 

I yield back to my chairman. 

Mr. Burrows. May I comment just a moment on that? Multi- 
family inspections go up to an average of 240,000 units under con- 
struction, compared to 168,000 this year and 100,000 last year. 

Mr. Couperr. These figures I have are inaccurate in that respect? 

Mr. Burrows. These figures I gave you are the correct figures. I 
did not quite follow yours, but there is an actual increase in workload 
on the multifamily project inspections. 

Mr. Coupert. These are 1950 figures, in some instances, compared 
with 1952 figures. 

Mr. Tuomas. Is not a fair average about 15 percent of all your 
programs ? 
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Mr. RicHarps. I would think so, keeping in mind, of course, that 
that decrease is almost entirely nonadministrative activities. 

Mr. Tuomas. We are talking about administrative. That is what 
we are going to want to explain. 

If the work of the boys in the field is going to fall off between 15 
and 18 percent, and that is what it is, why will not the work in the 
District of Columbia fall off the same way ? 

Mr. Ricwarps. You asked me a while ago what the total cumulative 
insurance written through 1952 would be? 

Mr. THomas. Yes. 

Mr. Ricwarps. That figure is $28.8 billion. 

Our work load in the District of Columbia headquarters is going 
up on the basis of the outstanding insurance from $10.4 million in 
1950 to $13.7 million in 1951 and $15.8 million at the end of fiscal 
1952. 

Mr. Tuomas. In other words, all the insurance service is here in 
the District of Columbia and not in the field ? 

Mr. Ricuarps. That is right. 

Mr. Tuomas. The construction work is done in the field and not 
in the District of Columbia ? 

Mr. Ricuarps. That is right. 

Mr. THomas. When the construction falls off it affects the activities 
of the field and not the activities of the District of Columbia. 

Mr. Ricuarps. As a matter of fact, the increased work in the Dis- 
trict of Columbia lags behind the activity in the field, because it takes 
a good many months to build the houses and insure the loans. 

Mr. Triomas. How many people are actually engaged in the servic- 
ing of these insurance policies in the District of Columbia ? 

You have administrative services here, which has been increased 
from 288 to 290. 

Your Comptroller’s Office has been increased from 347 to 351. 

Mr. Burrows. It is the Comptroller’s Division that bears the brunt 
of the additional billing and collection work. 


RESEARCH ACTIVITIES 


Mr. Tuomas. Your research activities had 57 in 1952 as against 
64 in 1951. That is a decrease. 

Mr. THornton. It is 57 man-years each time. 

Mr. Tuomas. What about your research activities, Mr. Commis- 
sioner? There is no occasion to have that many people now, is there? 

Mr. Ricuarps. As a matter of fact, at times such as these the de- 
mand on the Research Statistics Department is probably much greater 
than ordinarily. There are such areas as the Savannah River project 
and the Paducah area and all of these so-called defense areas which 
require constant analysis by our market analysts. 


EMPLOYEES IN PERSONNEL WORK 


Mr. THomas. What about your personnel set-up, 64 compared with 
64 in 1951. 

Mr. Burrows. That works out to a ratio of 1 to 115 for the personnel 
activities. 

Mr. Tuomas. Does that cover the field ? 
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Mr. Burrows. That includes the field, since they have to service both 
field and departmental personnel. 

Mr. THomas. How many people do you have in the field doing the 
same work? 

Mr. Burrows. We have no personnel on the field payroll. They are 
all in the Washington administrative budget. 

Mr. Tuomas. Does this figure of $4,224,200 take into account the 
reduction of $300,000 in 1951? 

Mr. Burrows. Yes, sir; that is based upon the budget of $5,125,000 
for this year. 

Mr. ANpreEws. This is actually what you have? 

a Burrows. That is correct, sir. That is what has been appor- 

tioned. 


COST OF 1952 WITHIN-GRADE PROMOTIONS 


Mr. THomas. How much of this increase of $190,000, approximately, 
is for within-grade promotions for 1952? 

Mr. Burrows. That is about $30,000, I believe. I do not have the 
exact figures. 

Mr. ‘THomas. If it is only $30,000 how do you arrive at that figure 
of $416,700? 

Mr. Burrows. As I tried to explain a moment ago, we estimate a 
higher average employment in 1952 than 1951. 

Mr. THomas. How do you know, when you have 124 vacancies pend- 
ing now? 

Mr. Burrows. We have about 975 people employed right now. 

Mr. THomas. That is a sheer guess on your part, then, is it not, in 
the face of your vacancies of about 124 now ? 

Mr. Burrows. Well, that is the estimate we arrived at, after discus- 
sion with each of the division heads. In the written justifications we 
try to show the need for each activity. 


RATE OF TURN-OVER, 1951 


Mr. Tuomas. What is your annual turn-over so far in fiscal 1951 in 
the District of Columbia? 

Mr. Burrows. I have forgotten. It was just about the average for 
the whole Government. : 

Mr. Frantz. I think I have that here, Mr. Chairman. 

Mr. Burrows. I believe it is 1.5 a month. 

Mr. Tuomas. That is a pretty low figure. Some of them go up to 2. 

Mr. Frantz. One and three-tenths a month. 

Mr. Tuomas. One and three-tenths; that is pretty low. That is 
about as low as we have seen. That is only about 15 percent a year. 
Some of the agencies run 24 to 27 percent, and one authority esti- 
mated that the entire turn-over for the fiscal year 1952 throughout 
the Government service would average as high as 36 percent, which 
we think is a little high. 


RESEARCH ACTIVITIES 


Mr. Ricuarps. I might say on this research, if you do not mind 
going back to that just a moment, as a matter of fact we do practically 
none of what you would call research work. Our work has to do 
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with our statistics, plus market analysis in these areas where we are 
insuring mortgages. As I said, it is particularly important when 
you get into periods where you are insuring loans in areas that are 
what you might call hot defense areas, and there is a question as to 
continued need and marketability. 


BREAKDOWN OF OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. We will insert in the record at this point pages 32, 
33, and 34 of the justifications, dealing with the other objects. 
(The documents are as follows :) 


OTHER OBJECTS OF EXPENSE 


Other objects of expense amount to approximately 17.6 percent of total admin- 
istrative expenses—about the same proportion as in past years. While that 
over-all ratio has not changed appreciably, the relative amounts for certain 
component objects have. See chart showing percent of expense by objects. 
The most significant change is that, because of increased rental rates, a greater 
proportion of the total must be paid out for office space (8.6 and 8.5 percent, 
respectively, for 1951 and 1952, as compared with 7.4 percent for 1950) while 
a smaller proportion is for the purchase of supplies (1.8 and 2.1, compared with 
the 1950 percentage of 3.2). The individual objects are taken up in the para- 
graphs that follow. 





Fiscal year | Fiscal year Fiscal year 
Object 1950, 1951, 1952, 
actual | estimate | estimate 





a eee ———_ —___—_-| een ane 


pee rOS Ce aoe Ro Se te $173, 032 $175, 000 | $180, 000 





Travel represents 3.3 percent of total administrative budget for fiscal 1952, 
virtually no change from the 1950 actual and the 1951 estimated percentage 
of 3.4. The small travel increase for 1952 is required by the recent establishment 
of the Audit Division pursuant to GAO recommendations, the newly authorized 
program of the Cooperative Housing Division, the increased mortgage servicing 
requirement of the Rental Housing Division, and the necessity for increasing 
dealer-contact work by the Title I Division in order to reduce the number and 
amount of claims against title I funds. 

Travel for the Underwriting Division has been reduced from an actual expense 
of $76,185 in 1950 to $70,000 in 1952. This has been done in line with the 
over-all budgetary need for economy and will at best require very stringent 
management in order to maintain even the minimum of technical supervision 
needed to assure sound risk determinations and construction standards in the 
field to meet the objectives of the act and keep the program self-supporting. 

An increase in travel over the 1950 figures for the Personnel Division was 
necessary as an economical alternative to establishing personnel officers in the 
field offices pursuant to the covering of FHA under the Classification Act. Travel 
for 1952, however, is held to the 1951 level for that division even though field 
personnel problems may be expected to increase in 1952. 

Similarly, travel expense for the Field Operations Division has been projected 
at this year’s rate although program adjustments in the field will place an 
especially heavy burden on the Division in 1952. 





: Fiscal year | Fiscal year | Fiscal year 
Object 1950 actual | 1951 estimate | 1952 estimate 





03 Transportation of things $2, 710 $5, 000 $5, 1 





The actual cost of $3 per employee in fiscal 1950 was used as a basis for the 
1951 and 1952 estimates for normal transportation costs. An additional amount 
of $2,000 was added to the 1951 estimate incident to the acquisition of new space 
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and the moving of household goods of employees transferred to Washington. 
The 1951 rate has been projected for 1952. 





Object Fiseal year | Fiscal year | Fiscal year 
1950 actual | 1951 estimate | 1952 estimate 





04 Communication services: 
Switchboard equipment $20, 572 
Stamp meter ae 5, 530 
Long-distance telephone calls and telegrams_.__.____._- 19, 555 


45, 657 














The expense of $26,600 for the switchboard is approximately the current rate 
of expense, the increase over the actual 1950 expense being attributable to the 
new telephone rates which became effective in March 1950. The cost of the post- 
age meter is based on the current rate of expense. 

Expense of long-distance telephone and telegrams in fiscal 1951 and 1952 is 
projected at substantially the fiscal 1950 rate. 





Fiscal year Fiscal year 


1951, esti- 1952, esti- 
mate mate 


Fiscal year 
Object 1950, actual 





05 Rents and utilities: 
Space ___. $228, 987 $264, 000 
Seen rn OUR WMO oon nen ccncnvasunsawe 41, 039 43. 000 
Rent of IBM equipment 111, 764 133, 000 





381, 790 440, 000 














The table above sets forth the administrative cost of rent and utilities. At the 
close of the fiscal year 1950, the lease expired on the Vermont Avenue building 
and was renewed at a higher annual rental. This increase of $35,000 in admin- 
istrative expenses has been projected in the current and budget years. The cost 
of utilities was abnormally low in fiscal 1950. The 1950 and 1951 estimates have 
been based on normal heating requirements. 

The installation of a new premiums receivable control recommended by GAO, 
together with the increase in insurance requiring premium billing and other 
machine record services necessitates 16 additional machines, 13 in 1951 and the 
remaining 3 in 1952. These are reflected in equipment rental. 





| 


Fiscal year | Fiscal year 


| 
. | Fiscal year 
1 a 
Object | 1950 actual /1951 estimate | 1952estimate 





eM 
06 Printing and reproduction $64, 200 $65, 800 


$53, 127 





The actual printing cost per man-year in fiscal 1950 was $51. The increased 
cost of printing materials and services has been added to arrive at the $64 used 
in projecting the estimates for 1951 and 1952. 





Object 


Fiscal year 
1950 actual 


Fiscal year 
1951 estimate 


Fiscal year 
1952 estimate 








07 Other contractual services: 
GAO audit 
Treasury garage 
SEL DE DIO AIOE RIO 


$50, 000 
1, 435 
20, 043 


$50, 000 
1, 850 
19, 750 








71, 478 


71, 600 











The GAO audit has been projected at the fiscal 1950 expense rate. The in- 
creased payment to the Treasury garage in 1951 and 1952 covers service on one 
additional motor vehicle. The balance of this estimate comprises the cost of 
repair and maintenance of equipment and all other miscellaneous items at the 


actual 1950 man-year cost of $20. 


08 Sup 


Esti 
1952. 
$106 f 
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Obiect Fiscal year | Fiscal year | Fiscal year 
J 1950 actual | 1951 estimate | 1952 estimate 





| $165, 409 | $90, 000 $110, 000 
i 








Estimates for supplies and materials have been sharply reduced in 1951 and 
1952. Purchases which were $159 per man-year in 1950 have been reduced to 
$106 for the current and budget years. 

Moreover, about $15,000 of 1951 requirements will be supplied out of inventory 
in accordance with the President’s directive that inventories be cut to a minimum. 

Mr. Tuomas. Do you have a table here where I can have all these 
available immediately? You do have it for nonadministrative 
expenses on page 39, but you do not seem to have one for administrative 
expenses. 

Mr. Burrows. We do on the green sheets, Mr. Thomas. I have a 
copy here. 

Mr. Tuomas. That did not do me much good last night, did it? 

Mr. Burrows. I am sorry we did not have it there. It was inad- 
vertence this year. 


TRANSPORTATION OF THINGS 


Mr. Tuomas. For transportation of things you are requesting 
$5,100 in 1952, as against $5,000 in 1951, an increase of $100. You say: 

The actual cost of $3 per employee in fiscal 1950 was used as a basis for the 
1951 and 1952 estimates for normal transportation costs. An additional amount 
of $2,000 was added to the 1951 estimate incident to the acquisition of new space 
and the moving of household goods of employees transferred to Washington. 
The 1951 rate has been projected for 1952. 

What is your unexpended balance for transportation of things as of 
February 1? 

Mr. Burrows. I have it as of December 31. 

Mr. Tuomas. That is close enough. 

Mr. Burrows. On the transportation of things we have spent $3,067, 
which would leave an unexpended balance of $2,933. 

Mr. Tuomas. Is it all for the transportation of household goods? 

Mr. Burrows. It also includes some freight shipments. 

Mr. Tuomas. What is the nature of the freight shipments ? 

Mr. Burrows. That would be any shipment of equipment from one 
place to another. 

Mr. Tuomas. Do you buy f. o. b. or what? 

Mr. Burrows. I believe a good part of it is f. o. b. destination, but 
in some cases, depending on the contract, of course, we would have 
to issue a Government bill of lading. 

Mr. THomas. Are you not running a little behind? You have allo- 
cated $3,000 at the end of about 5 months. With only $5,000 you are 
going to be a little short at the end of the year. 

Mr. Burrows. Of course, that fluctuates depending upon transfers 
of employees. I checked this morning on the current rate, which is a 
little over $6,000. 

Mr. Tuomas. Could you not look at that figure again and make it 
$1,500, instead of $3,000? Maybe you have the wrong line. 

Mr. Burrows. No, sir; it is $3,067. 
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TRAVEL 


Mr. Tuomas. The figure for travel is $180,000 this year as against 
$175,000 last year. How many people do you have in a travel status, 
and where do they go, Mr. Richards? 

Mr. Ricuarps. I cannot answer the first question. I will let Mr. 
Burrows give you that figure, if he has it. 

The travel primarily is of a supervisory nature. We operate our 
field offices out of Washington through a regional set-up, five regions. 
They have zone commissioners who travel out into the areas and super- 
vise the work. 

Then, of course, we have field examiners who go in and audit. We 
also have underwriting supervisors who go into the matter of proc- 
essing the cases from the standpoint of valuation, architecture, and 
credit. 

Mr. Tuomas. We are going to look very carefully at all items of 
travel, communications, and printing and binding. 

How much can we reduce that $180,000 here in the District of Co- 
lumbia without seriously typing up your operations? We do not want 
to do that. 

Mr. Ricuarps. Well, I personally feel that it could not be reduced. 
As a matter of fact, I am continually approached by our Assistant 
Commissioners on the basis of additional travel funds, because they 
do not have sufficient to make the supervisory travel that I and they 
think we should have. 

I think this is extremely necessary, where one is operating a large 
volume of field offices. We have now about 138 field offices. That is 
particularly true where you are operating under as many titles of the 
act as you enumerated originally. 

The National Housing Act is getting so complicated and difficult, 
with so many sections to operate under, and instructions that are so 
prolific, to meet the statutory requirements, that it takes a very great 
amount of supervisory work. It takes much more than it would if we 
had a much simpler act to operate under. 

It seems to me that it is very wise that we have this supervision, 
to get a uniform approach, because you must keep in mind that the 


field people have complete authority to bind the Commissioner, enter 


into commitments of insurance of mortgages, without referring the 
matter to Washington. They operate entirely on their own under 
the instructions we give them. 

From the standpoint of underwriting and administrative and fis- 
cal supervision I think it is extremely desirable to have what you 
might term an adequate amount of travel. I doubt that we really 
have had as much as we should have had. 


COMMUNICATION SERVICES 


Mr. Tuomas. Your justification shows communication services for 
1952 to be $55,000, as against $55,000 for 1951. It is broken down 
into switchboard equipment, $26,600; stamp meter, $8,400; and long- 
distance telephone calls and telegrams, $20,000. 

What is your unexpended balance for this long-distance telephone 
item as of December 31? 

Mr. Burrows. $86,500. 
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Mr. Tuomas. No. You only had $20,000 for that purpose. 

Mr. Burrows. Oh. I do not have it broken down for just the long- 
distance telephone. That is the total of the whole communication 
item. It would probably run fairly regularly. 

Mr. Tuomas. What is your unexpended balance as of December 
31 of that item, for which you had $20,000 in 1951? 

Mr. Burrows. I do not have it broken down that way, sir. 

Mr. Ricuarps. But you say that it is running approximately level 
per month ? 

Mr. Burrows. I would think so. 

Mr. Ricuarps. The unexpended balance would be roughly half of 
that. 

Mr. Burrows. Yes. 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. How much space do you have in the District of 
Columbia? The rents and utilities shows a space requirement of 
$264,000 for 1952 as against the same amount for 1951. 

_ Mr. Ricuarps. That is right. 

Mr. Tuomas. The guard service and utilities are $43,000 for 1952 
as against the same amount for 1951. 

For the rent of IBM equipment you are requesting $148,000, as 
against $133,000 in 1951, which is an increase of $15,000. 

How much space do you have here in the District of Columbia? 

Mr. Ricuarps. I am not sure. 

Mr. Tuomas. Is it all in one office? 

Mr. Burrows. No; there are six buildings. 

Mr. Tuomas. Where are they located ¢ 

Mr. Burrows. 1001 Vermont Avenue, Fourteenth and L Streets, 
Fourteenth and R Streets, 1700 block I Street, West Virginia Avenue, 
and Fifth and K Streets. 

Mr. Tuomas. FHA is going to be with us for a long time, it looks 
like. Some of these mortgages are 35 and 40 years. 


COST OF BUILDING 


How much money do you think you could save by building a build- 
ing? You are paying $264,000 rent in the District of Columbia. Am 
I putting new ideas in your head / 

Mr. Burrows. We had thought of it once many years ago, but it 
never developed. I believe there is a statute that prohibits that now. 

Mr. Tuomas. How much money do you think you could save, Mr. 
Richards? : 

Mr. Ricuarps. I have not gone into that, Mr. Congressman. 

Mr. Tuomas. Could you save any money by owning your own 
building? 

Mr. Ricwarps. Well, I would not want to express an opinion of that 
until we went into it carefully. Of course, the construction costs are 
very high, now. However, our rental space is going up all the time. 

Mr. THomas. Do you get any contribution from the Public Build- 
ings and Grounds Administration ? 


80203—51—pt. 2———15 
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Mr. Ricwarps. Not in the District. We do get some free space in 
Federal buildings located in the field. 

Mr. THomas. How many guards do you have on the payroll, to make 
up the $43,000? 

Mr. Burrows. The guards are not on our payroll. They are sup- 
plied by the Public Buildings Service. 

Mr. THomas. You list them here. 

Mr. Burrows. That is the payment we made to the Public Buildings. 

Mr. Tuomas. You reimbuse Mr. Reynolds for utilities and guard 
service in the amount of $43,000 a year ? 

Mr. Burrows. That is right. We pay the guard service to the 


General Services Administration on the basis of the bills they submit 
each month. 


Mr. Tuomas. And utilities? 

Mr. Burrows. And the utilities is a relatively small item in the 
District, because for the most part the rent includes utilities. We do 
have some places where we furnish our own heat. 


PRINTING AND REPRODUCTION 


Mr. THomas. You have an item of $65,800 for “Printing and repro- 
duction” for 1952, as against $64,200 for 1951. 
You say here: 


The actual printing cost per man-year in fiscal 1950 was $51. The increased 
cost of printing materials and services has been added to arrive at the $64 used 
in projecting the estimates for 1951 and 1952. 

What are those items that you print? 

Mr. Ricwarps. Well, the printing covers many items, but we have 
—t forms and other forms incidental to the administrative 
work. 

Mr. Tuomas. Are these forms printed over at the Government 
Printing Office? 

Mr. Burrows. Yes, sir. 

Mr. Tuomas. This item here of $65,000 is more or less a transfer 
from you to the Government Printing Office ? 

Mr. Burrows. That is correct, sir. 

Mr. Tuomas. You mean there is no differential there at all ? 

Mr. Burrows. We have no printing done on the outside at all. It 
all goes to the Government Printing Office. 

Mr. Tuomas. Does it include any annual reports? 

Mr. Burrows. Oh, yes; that would include the cost of the annual 
report. 

Mr. Tuomas. What is the annual report ? 

Mr. Ricuarps. The cost of it? Do you remember, Mr. Thornton? 

Mr. Tuornton. No. It is not much; about $2,000. 

Mr. Tuomas. What other reports are you printing besides the an- 
nual report? I presume that is the annual report to Congress. 


Mr. Tuornon. We have the insured-mortgage portfolio or bulletin 
published once every 3 months. 


Mr. Tuomas. What does that cost ? 
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Mr. Burrows. I think that is around $5,000, as I remember—be- 
tween $4,000 and $5,000. 

Mr. Tuomas. Can you reduce your “Printing and reproduction” 
item without seriously crippling you in 1952? 

Mr. Ricuarps. There is another factor in this printing that we are 
faced with very frequently. That is, the act is amended, such as the 
bill that is in Congress now which requires new forms for new titles. 
We try to amend them as much as we can, but we are continually 
faced with adding new forms because of new legislation. 

Mr. Tuomas. So, the way to cut out this expense is for the Congress 
to cut out passing laws. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Under “Other contractual services,” there is a miscel- 
laneous item of $20,550. What does that include? 

Mr. Burrows. That would include the price of reports we buy, the 
use of the General Services Administration in moving, or changes 
we may have to make in partitions, and that sort of thing. 

Mr. THomas. Can you give us a little breakdown of that $20,000 and 
Ae down the GAO audit of $50,000 and the Treasury garage of 

1,850? 

Mr. Burrows. I can get a breakdown and have it inserted in the 
record. Ido not have it with me. 

(The matter above referred to is as follows :) 

Payment to General Services Administrator for furnishing labor 
Repairs to equipment 

Credit reports 

Elevator maintenance, window cleaning, etc 


Mr. Tuomas. You ask for no new automobiles, and you have three ? 

Mr. Burrows. That is correct ; there are no new automobiles. 

Mr. THomas. And you have three? 

Mr. RicHarps. Yes. 

Mr. Tuomas. Does this item of $1,850 cover gasoline, maintenance, 
and repairs, or is it just for storage for your three automobiles ? 

Mr. hee That includes the servicing of the automobiles. 
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NONADMINISTRATIVE EXPENSES 
Mr. Tuomas, At this point we will insert in the record page 39, 


which shows nonadministrative expenses. 
(The matter above referred to is as follows :) 


Nonadministrative expenses 





Fiscal year | Fiscal year Fiscal year 
1950 1951 1952 





Average employment: 
Full time ‘ ees 4, 465 5, 435 
htbmcundheandll 76 93 

10 : 
13 


4, 564 








Expenses: 
Personal services: 
Full time P $18, 702,193 | $22, 829, 164 
eirtiihdinies nul Uecmaieidd kpanic 308, 362 381, 000 
48, 564 60, 000 
49, 517 35, 000 
72, 700 
19, 181, 336 21, 277, 7! 


7 P 1, 466, 259 1, 676, 500 
Transportation of things.._......._-- 4 sateen iene 106, 793 132, 300 
ene OR Er eee ee suateadis 222, 037 272, 000 
Rents 3 ‘actin aacii-cimanae agtales Saale cocetmatan 709, 958 940, 000 
Printing ____- , OSS ia Sick eutes eee 329, 260 293, 500 
Other contractual services - _ - SOR ee eee tao re 63, 466 76, 000 
Supplies ees ae ee ee ae Nee : 159, 349 195. 500 | 

Equipment. __- “ Bas a wee 370, ORS 350, 000 200, 000 








3, 722, 30 





Total other objects PEE nh AE OE A Se PO 3, 427, 207 


4, 020, 036 | 


Total nonadministrative expenses. Se eo ae a 22, 608, 543 | 


Mr. Tuomas. Just what items do you include in your nonadminis- 
trative expenses / 

Mr. Burrows. That includes all of the expenses incident to pro- 
cessing the new insurance business that is done in the field insuring 
offices. It has to do with all expenses of settling claims, and it includes 
all of the capitalized items, such as furniture and equipment. 

Mr. THomas. Then that is all of the activities, as many as there are, 
in the field operations ? 

Mr. Burrows. That is right—and some in Washington, particularly 
in the settlement of claims. 

Mr. THomas. What items do you include in your nonadministra- 
tive expenses where the work is really performed in the District of 
Columbia ? 

Mr. Burrows. The amount of the nonadministrative departmental 
expense is $2,320,000 out of the $25,000,000. 

Mr. Tuomas. Where is that nonadministrative expense set out in 
the departmental expense account ? 

Mr. Burrows. That would not be set out there. That is the depart- 
mental nonadministrative expense. In the $25,000,000, the depart- 
mental expense is $2,320,000. 

Mr. Tuomas. I understood exactly what you said, but why is it not 
set out? 

Mr. Burrows. Because it is not part of the $5,360,000. 
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Mr. Ricnarps. In other words, I think roughly $23,000,000 of the 
$25,000,000 of nonadministrative expenses is in the field offices. It 
covers all of the operating expenses. 

Mr. Tuomas. What is the nature of the duties performed to the tune 
of $2,327,000? 

Mr. Burrows. This is the breakdown by objects of expense: sal- 
aries, $2,040,000, and about $280,000 would be for miscellaneous ex- 
pense, such as travel, communications, and so forth. 

Mr. Ricnarps. That is in what divisions ? 

Mr. Burrows. That would include part of the Comptroller's staff ; 
it would include that part of the title I division that has to do with 
the collection of title I claims and it would include the entire Prop- 
erty Management Division, which has to do with acquired properties. 

Mr. Tuomas. What is your yardstick in measuring administrative 
and nonadministrative expenses ? 

Mr. Burrows. We follow, of course, the provisions of the act which 
attempted to set up a distinction between what was administrative 
and what was nonadministrative. 

Mr. 'THomas. I am glad you used the word “attempted,” because 
I have been over it several times, and I am not quite clear myself 
what it means. 

Mr. Burrows. Let me take as an example the Comptroller’s divi- 
sion. All of the work of general accounting and*maintaining the gen- 
eral books and that sort of thing is administrative. All of the work 
having to do with the settlement of claims and the audit of the cases 
closed in the field, which is primarily affected by fluctuation in the 
volume of business and in claims submitted, is nonadministrative. 

Mr. Tuomas. How many people are paid by the $2,327,000 ad- 
ministrative expenses in the District of Columbia? 

Mr. Burrows. Six hundred and twenty-three. 

Mr. Tuomas. Yet you are charging rent for these as administra- 
tive expenses, utilities, and what else? 

Mr. Burrows. That rent is proportioned to the nonadministrative 
departmental budget. 

Mr. Tuomas. Did you ask this agency to bring up a complete 
breakdown of their nonadministrative costs ? 

The Cierx. I told them you wanted that; yes. 

Mr. Burrows. Here is a complete set of the green sheets [present- 
ing |. 

Mr. Tuomas. Yes; but in the future we want it in your justifica- 
tions, giving a complete breakdown item by item and a complete justi- 
fication in detail of all of your nonadministrative expenses just like 
you do for your administrative. 

We are not singling you out by any means; we are asking that of 
every agency. 

Fieitp Orrices 


How many field offices do you have? Is that 138? 

Mr. Ricnarps. As I recall, that is the number. We have three 
types of field offices, generally. 

Mr. Tuomas. You have 138 field offices and how many regional of- 
fices ? 

Mr. Ricuarps. We have no regional offices. The country is broken 
down into five zones. 
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Mr. Tuomas. Do you have zone offices? 

Mr. Ricuarps. No; the five zone commissioners who supervise the 
activities of the five zones are located here in Washington. So we 
have no regional field offices. We have what we call insuring offices ; 
they do the complete processing of applications, inspection of proper- 
ties, and insurance of mortgages. 

We have another type of office, namely a service office, that receives 
applications and processes them through to the point where later com- 
mitments are issued in insuring offices, 

Then we have what we call a valuation station, which is a small office 
where they have inspectors or valuators, the purpose being to avoid a 
lot of travel from these other offices into more or less isolated spots 
where we have to do the inspection and valuation. 


FIELD EMPLOYMENT, 1950-52 


Mr. Tuomas. In the field in 1950 you had 4,564 people, and in 1951 
you have 5,550, and in 1952 you want 5,011; yet the volume of work in 
1952 in the field is going to be considerably less than it was in 1951. 

Mr. Ricuarps. That has to do with the number of applications re- 
ceived and processed. 

. Mr. Tomas. That forms what part of your entire workload in the 
eld? 

Mr. Ricuarps. It Caine a substantial part. 

Mr. Tuomas. About 85 percent of the entire workload in all of your 
five programs; is not that a pretty good guess? 

Mr. Ricnarps. I cannot get clearly in my mind what your question 
is? What forms 85 percent or 80 percent—the cases received ? 

Mr. Trromas. Yes—the processing of applications. 

Mr. Ricnarps. The processing actually up to the point of issuance 
of the commitment—I would say probably 65 to 70 percent of the 
workload is actual processing up to the point of the issuing of the com- 
mitment. Then, after that is the inspection of the properties and 
the other details incident to the handling of the transaction prior to 
the insurance of the mortgage and then the actual insuring of the 
mortgage. 

Mr. Tuomas. Do not overlook that inspection, because some of these 
gentlemen are going to inquire about that, and I have been telling 
them you have the finest inspection service in the world. 

Mr. Ricuarps. In actual processing up to the point of issuing the 
commitment, which is an analysis of the case in the office, plus inspec- 
tion work, and then, of course, the other factor we have is the actual 
insuring of the note—as you say, the total of those things, if you call 
that processing—and you can define processing any way you want—— 

Mr. Tuomas. That is 100 percent, then. 

Mr. Ricwarps. Outside of a lot of miscellaneous work that is en- 
gaged in but is not actual processing. 

Mr. THomas. We do not want to hurt you. You are too valuable an 
organization. How much can you reduce these 5,011 employees for 
1952 without crippling your operation ? 

Mr. Burrows. That 5,011 are not all field employment. That is 
the total nonadministrative budget. I might clarify that by saying 
this year we have in the field 4,935, and we are going down to 4,388. 
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I can split that up between the examination part and the inspection 
part of the insurance. 

It was 5,011 as against 4,388. The difference is departmental non- 
administrative people, 623. I just want to point out the fact that the 
field is being aiieuk 

Mr. Tuomas. You have full time 4,898 in 1952 as against 4,465 in 
1950 and 5,435 for 1951—about 500 less. 

Mr. Burrows. There is a decrease of roughly 550 in the field. 

Mr. Tuomas. How much bigger was your workload in 1950 than vou 
anticipate for 1952? It is bound to be smaller in 1952 than in 1950; 
is it not? 

Mr. Ricuarps. That is right. 

Mr. Tuomas. Yet you have the figures all twisted around. You 
have more employees for 1952 than in 1950. 

Mr. Ricwarps. That is nonadministrative departmental. 


FIELD EXPENSES 


Mr. TxHomas. Oh, yes; it is nonadministrative, but it is in the field, 
and in the field you have travel of $1,676,500 ; transportation of things, 
$127,000; communications, $245,000; rents, $965,000, which is an in- 
crease of $25,000 over 1951; and printing is $293,500 for 1951 as against 
$264,500 for 1952. What is the printing item in the field? 

Mr. Burrows. Printing is mostly forms used in the actual process- 
ing of cases and inspection reports. 

r. THomas. I thought you printed them up here and sent them out 
to the field. 

Mr. Burrows. They are printed by the Government Printing Office. 

Mr. Tuomas. Do not you charge that up to this expense ? 

Mr. Burrows. No. That is hevaed to the field, because that is 
where it is used. 

Mr. Tuomas. Your printing item for the field in the District of Co- 
lumbia, then, makes it considerably different; does it not? Sixty-five 
thousand eight hundred you can add to the $325,000 for printing and 
binding. That is pretty high. 

What about other contractual services, $68,000 for 1952 as against 
$76,000 for 1951? What is that? 

Mr. Burrows. That is for credit reports, whatever photographs we 
have to take of the property, miscellaneous expenses in connection with 
changes and alterations of partitions that might have to be installed. 


FHA LOSSES ON FORECLOSURES 


Mr. Tuomas. How many properties will you take back in 1952, or 
how many properties do you anticipate taking back? 

Mr. Burrows. I did not mean the properties we take over. That 
is not charged in this. 

Mr. Tuomas. It is around 5,100 for 1951 under all titles; is it not? 
I believe I saw that some place. 

Mr.Ricuarps. Estimated for all titles, 6,680 for 1952. For 1951 it 
is 5,460. 

Mr. THomas. What do you lose on each one of those? What is the 
estimated loss on each foreclosure? On single dwelling units it is 
about $250 or $300; is it not? 

Mr. Tuompson. It is $231 for section 603. 
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Mr. Puiirs. Why should there be any loss; why should not the 
loss be laid against the property and paid off by subsequent sale ? 

Mr. Ricuarps. The loss is figured on the basis of the amount we 
issue in the way of debentures and notes and then what we get out of 
the property, and any difference there is, if there is a loss, is absorbed 
by the mortgage-insurance fund. 

Mr. Tuomas. Where is that absorbed ? 

Mr. Ricuarps. That comes out of our funds and is reflected in the 
net income. 

Mr. Tuomas. It is absorbed out of your funds. What is the 
limitation on the use of your funds for administrative and nonadmin- 
istrative expenses per year—35 percent ? 

Mr. Ricnarps. Thirty-five percent; yes. 

Mr. Tuomas. Within that 35 percent, do you absorb losses on your 
foreclosures ? 

Mr. Ricuarps. No; that is not included. 

Mr. Tuomas. You mean that is over and above? 

Mr. Ricuarps. That is correct. 

Mr. Tuomas. What part of the fees or income is absorbed by your 
losses for foreclosures? You use 35 percent for administrative ex- 
penses. What part of those total funds from fees is losses and 
foreclosures ? 

Mr. THomrson. The total losses paid up to date amount to only 
twenty-five one-hundredths of 1 percent or one-quarter of 1 percent. 

Mr. Tuomas. You cannot beat that. In dollars and cents, how much 
was it in 1951 and how much do you anticipate it will be in 1952? 

Mr. Tuomrson. We have what we estimate it to be in 1952, but I 
have the actual for 1950. 

Mr. Tuomas. What is it? 

Mr. Tuompson. For the first 6 months of 1950 it is $302,000 for the 
mortgage insurance program and $3,527,000 for the property im- 
provement program. ; 

Mr. Tuomas. What do you anticipate it will be for 1951 and 1952? 

Mr. Tuompson. That is the losses I was talking about. 

Mr. Ricuarps. He wants to know for 1951 and 1952. 

Mr. Tuomas. You mean your total is $3 million; is that it? 

Mr. Tuompson. For that year. 

Mr. Anprews. What year? 

Mr. Tuompson. The first 6 months of 1950. 

Mr. Anprews. Your loss was $3,829,000 ? 

Mr. Tuompson. That is right. 

Mr. Tuomas. What do you anticipate it will be for fiscal 1951 and 
1952? 

Mr. Ricuarps. Of course, we do not get the good properties back, 
and a good part of this loss has resulted from this emergency type 
legislation we have had, where they have been very liberal loans and, 
in fact, a good part of it has come from the 100 percent loans, although 
we did not insure a 100 percent loan. The other portion that we 
did not insure was under the VA guaranteed loan, so that the total 
was 100 percent, and the credit has been extremely liberal, and in 
many areas of the country you have not had the rise that you have 
had in a lot of other areas. Those 603 cases we are referring to are 
the gross number of foreclosures that were made. A great many of 
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them were from around these defense plants during the last war where 
the need for housing was withdrawn when they closed the plants. 
Mr. Tuomas. As a matter of fact, that is your biggest loss today? 
Mr. Ricuarps. That is right. 
Mr. Tuomas. So far as the single family units are concerned, the 
loss has been practically nil? 
Mr. Ricuarps. That is right. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. What about the item of supplies, where you request 
$176,300 for 1952 as against $195,500 for 1951? What about that? 

Mr. Burrows. That was figured up on a man-year basis, and it 
refleets—— 

Mr. Tuomas. Office supplies; is that what it is? 

Mr. Burrows. Yes—$195,500 this year and $176,300 for next year. 


EQUIPMENT 


Mr. THomas What about the equipment item of $200,000 for 1952 
as against $350,000 for 1951? What is that? This is all under non- 
administrative expenses. 

Mr. Burrows. We are pretty well fixed for equipment now so far as 
quantity is concerned. 

Mr. THomas. For what are you going to spend this $200,000 if you 
are pretty well fixed for equipment now ? 

Mr. Burrows. Mostly for replacements. We still have a lot of 
equipment that was bought back in 1935—typewriters and adding 
machines. 

Mr. Tuomas. What is the $200,000 for? 

Mr. Burrows. That would be for some additional filing cabinets. It 
is also for the replacement of office machines and also chairs and 
that sort of thing, which have about worn out. 


FIELD EMPLOYMENT 


Mr. Tuomas. What is the average number of people in your 158 
field offices? I presume some are larger than others. 

Mr. Burrows. It is about 4,700 at the present time in the field. 

Mr. Tuomas. What is the average number of people in each of your 
138 offices ? 

Mr. Burrows. It would be around 65—somewhere in there. 

Mr. Ricuarps. So many of those 138 offices are just little valuation 
stations with two or three people. The average insuring office would 
have about 60 people. 

Mr. Tuomas. How many insuring offices ? 

Mr. Ricuarps. Seventy-two. 

Mr. Tuomas. What do they average—35 or 40 people? 

Mr. Ricwarps. I think they would average more than that. 

Mr. Burrows. They would average close to 60—maybe 55. 

Mr. Puituips. On an average? 

Mr. Burrows. Yes, sir. The others are extremely small. Some 
have only one or two employees occupying space in a post office or 
other Government-owned space. 
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Mr. Ricuarps. Of course, you have to remember in averaging the 
insuring offices we have inspectors who go out in the field and make 
inspections on construction during the course of construction. They 
fe ar least three inspections during the course of construction. 

Mr. Puruures. You included those in the 60? 

Mr. Ricwarps. That is right. 
























EQUIPMENT 






Mr. THomas. If you have 138 regional offices, in view of the expendi- 
ture of $350,000 for 1951 for equipment, it looks like $200,000 is a little 
out of line for 1952. 

What was the unexpended balance on December 381 for this equip- 
ment item ? 

Mr. Burrows. As I recall, for equipment we have spent. $221,000 to 
December 31, leaving an unexpended balance of $129,000. 

Mr. Tomas. Do you anticipate an unexpended balance out of that 
$350,000 at the end of fiscal 1951? 

Mr. Burrows. I think that will probably all be prettly well used 


up. There may possibly be a small balance, but I do not think it will 
be very much. 


BUDGET SUBMITTED TO BUREAU OF THE BUDGET 


Mr. Putuuies. For how much did you ask the Bureau of the Budget ? 
Mr. Burrows. $6,195,000. 
Mr. Puiiurrs. How much did it allow you? 
Mr. Burrows. $5,360,000. 
Mr. Putuiies. In that reduction of $835,000, did they indicate from 
where it was to be taken ? 
Mr. Burrows. No, sir. 
Mr. Puiturrs. How many employees are you asking for next year? 
Mr. Burrows. An average of a little over 1,000—1,011, I think it is. 
Mr. Puiurres. How many did we authorize for this year? 
Mr. Burrows. The authorization of $5,400,000 that was in the gen- 
eral appropriation act would have provided about 1,025. 
Mr. Puixures. Why do you make a distinction ? 
Mr. Burrows. Because $300,000 of the $5,400,000 was impounded. 
Mr. Puiiires. How many employees do you have on the roll right 
now ? 
Mr. Burrows. About 975, I think it is, as of today. 
Mr. Ricwarps. This is all departmental. 
Mr. Burrows. This is the administrative budget. 
























FEES CHARGED BY FHA 


Mr. Puitutes. I do not auite understand about this matter of what 
you call profit and loss. Your job is to guarantee insurance policies. 
Mr. Ricuarps. We insure the loan made by the private lender. 
Mr. Puitires. Are you a reinsurer or a primary insurer ? 
Mr. Ricwarps. A primary insurer. 
Mr. Putuies. For that service you charge a fee? 
Mr. Ricuarps. That is correct. 
Mr. Puituirs. How much? 
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Mr. RicHarps. We charge two fees.. We charge an examination 
fee and then an annual insurance premium. 

Mr. Puiturres. How much do your total fees produce, we will say, 
in the current fiscal year, or how much do you expect them to produce 
in ran when you expect to be about $140,000 short of the amount you 
need ¢ 

Mr. Ricuarps. In 1952 we expect to collect from fees and premiums 
$109,969,000, or roughly $110,000,000. When a man files an appli- 
cation, we charge a fee for the examination of the case; then, if we 
insure the loan, we charge an annual insurance premium. 

Mr. Pures. Then you, in effect, make a profit of some $100 mil- 
lion a year? 

Mr. Ricwarps. No. The difference between the $110 million in- 
come and expenditures of $25 million or $30 million is earned net 
income. 

Mr. Puitutres. What is the difference between the $5,300,000 and $25 
million or $30 million ? 

Mr. Ricuarps. The $5,300,000 is administrative, and the $25 mil- 
lion is nonadministrative. I have put it this way in my statement 
here—earned net income. That is the excess of earned income over 
insurance losses and expenses. 

Mr. Puttutrs. That is $70,800,000 ? 

Mr. Ricuarps. Yes. 

Mr. Puiutes. That goes direct to the Treasury ? 

Mr. Ricnarps. No. 

Mr. Prututes. That is in a revolving fund ? 

Mr. Ricuarps. That is a reserve which we invest in Government 
bonds. Incidentally, they are returning us about 2.47. 

Mr. Puiturs. And that fund is increasing? 

Mr. Ricuarps. It is increasing, and we expect it to be $254,400,000 
by June 30,1952. That is a reserve account set up to meet losses. 


ADMINISTRATIVE EXPENSES 


HOUSEKEEPING EMPLOYEES 


Mr. Putuies. In looking over the justifications for last year and 
this year, it runs in my mind that our chairman asked you particu- 
larly about your housekeeping employees for last year. 

Your justifications show about 27 percent out of a total of 1,075 
employees. I think if you had the time to check it you would find 
that is the highest percentage of any agency that comes before this 
subcommittee of all of the agencies which, like yourself, have a high 
percentage of administrative officers. I make it about 290 as house- 
keeping employees out of 1,075, and I make the statement subject to 
analysis that it is the highest percentage of housekeeping employees 
of any agency comparable to yours that comes before us. 

Mr. Ricuarps. What do you include in the housekeeping employees? 

Mr. Pures. Those that have to do with what our chairman re- 
ferred to as your housekeeping functions. 

. _. Tuomas. Personnel, mail delivery, housekeeping, and publicity 
udget. 

Mr. Puiturres. And personnel. 

Mr. Ricwarps. Do you take that ratio on the basis of the adminis- 
trative personnel or the total personnel ? 
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Mr. Puitiirs. On the basis of the 1,075 employees. 
Mr. Ricuarps. Well, that is just administrative. These so-called 
housekeeping employees do the housekeeping work so to speak, for 
the total number of employees in the whole organization. So, you 
see, they do all of the purchasing and supplying, and we keep no 
permanent files, so to speak, in our field offices, and it is all done in 
Washington. 


Mr. Tuomas. Vouchers are prepared here for the field areas, too? 
Mr. Ricuarps. Yes. 


MANAGEMENT-IMPROVEMENT STUDIES 


Mr. Pures. Have you ever had efficiency procedure studies made 
by the GAO or anybody else? 

Mr. Ricuarps. We have made several of those, Congressman. We 
have had quite a management improvement program in the organi- 
zation for years, trying to keep out all nonessentials, and I think we 
have made some remarkable progress over a period of years. We 
have each year called in a field committee primarily for the purpose 
of trying to cut out all unnecessary details. As an example, last year, 
when the commitee came in we gave them about 60 days’ notice, and 
selected a director from each zone, and a chief underwriter from each 
zone, and then we wrote all of the employees in the organization and 
asked them to submit their recommendations for simplifying our 
operations and reducing unnecessary steps. I think we incorporated 
some 45 or 50 changes in the interest of efficiency and economy. 

Mr. Puitutrs. Yet in spite of that, I do not think you have made 
a very material change since last year. Do you expect further econ- 
omy in the future? 

Mr. Ricuarps. We had another committee for this year. I am 
frank to say that, in my opinion, we were not able to accomplish as 
much as we did last year. It seems to be getting a little harder all 
the time to accomplish all of these objectives that we have in mind, 
but some of that is complicated due to the fact that we are getting so 
much new legislation all of the time and so many new functions that 
we have to incorporate in our regular operations. When we started 
out originally we had two plans to operate under and now I think we 
have 16 and it complicates it considerably. 

Mr. Puiuures. You just testified a moment ago on the loss, what you 
call the loss on repossessed property. What do you say the figure 
is now, the figure for the cost of repossessing property ? 

i Mr. Tuomas. $3,000,000. 

Mr. Puiuutrs. No; I mean per piece of property. 

Mr. Ricuarps. That varies according to the section of the act. 

Mr. Puitiirs. You testified last year they ranged from $202 to 
$591, do you remember ¢ 

Mr. Ricuarps. Yes; that is about right. 

Mr. Pures. It is still the same? 

Mr. Ricwarps. Yes. 



























ACTIVITIES UNDER WHERRY BILL 






Mr. Putiiies. What activities do you have under the Wherry bill? 
Mr. Ricuarps. We insure loans made by private lenders to con- 
struct properties under the Wherry bill. 


ul 
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Mr. Puiirs. What has been your experience in that connection ? 

Mr. Ricwarps. It has been excellent. I went on a trip a month ago 
or so to see what was happening, and I will say this to you as I told 
others, that, in my opinion, the construction under the Wherry Act, 
the type of unit available under the Wherry bill for military housing 
is as good or better than under any other title of the act. I was really 
surprised. 

Mr. Tuomas. That is nice. 

Mr. Putzirs. Then your poor properties, as the chairman said a 
moment ago, would be those properties on which we have stretched 
eredit to the limit and gone beyond the terms of ordinary borrowing 
credit. We have provided not only a basic loan, but sometimes a 
supplementary loan? 

Mr. Ricuarps. That is where we get the greatest loss. 

Mr. Pururs. Do you have any agricultural properties, or only 
urban properties ? 

Mr. Ricnarps. Generally speaking, no agricultural properties. 

Mr. Puiures. Did you get any of those Farm Home Administra- 
tion properties / 

Mr. Ricuarps. No; to all intents and purposes it is all urban and 
suburban properties. 


Viers Mitzi ViItiace 


Mr. Anprews. Mr. Richards, I read in the paper a few nights ago 
where about 200 home owners in Maryland were threatening to sue 
the builder. 

Mr. Ricuarps. It is Viers Mill. I think I read that article. 

Mr. Anprews. Yes;that isit. What do you know about that? Are 
you interested in that in any way? 

Mr. Ricuarps. We insured a portion of those loans, as I recall. I 
know that we insured some of them. Iam not sure whether we insured 
all of them or not. 

Mr. Anprews. They are suing for about $3,000 a unit. 

Mr. Tuomas. Yes, in Viers Mill. Some of them are suing the 
builder. 

Mr. Anprews. For about $3,000 a unit, yes. The total amounts to 
about $599,000. 

Mr. Ricuarps. If I am not mistaken, Mr. Andrews, a relatively 
small number of purchasers joined in this suit. I think there are 
about 160 out of possibly a thousand. I think they have about 1,000 
or 1,200 units there. So, this group of dissatisfied purchasers had 
joined together and filed suit against the builder and lender and sey- 
eral others. 

Mr. Putitrs. On what grounds? 

Mr. Anprews. On the grounds of defective workmanship and 
material. 

Mr. Ricuarps. I recall when that construction was under way, 
which was about 3 years ago, if Iam not mistaken. There was some 
criticism by different people about these things which originated in 
different ways, and at that time the House Expenditures Committee, 
I think, had a hearing up here on the construction, and we sent super- 
vising inspectors in addition to our regular inspectors, not only from 
our local office, but from our headquarters office to examine them, and 
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at that time, according to our opinion of the ones we inspected and 
we were insuring, we felt that we were getting reasonably satisfactory 
compliance with requirements. I have not gone into this case here, 
as it has not been called to our attention. I noticed we were not in- 
cluded as a codefendant with all of these others, but I would think 
sooner or later if the suit comes to trial the matter might come to our 
attention officially, but we do run into such cases periodically where 
people buy homes and are dissatisfied with what they get. 

Mr. ANnprews. Well, these people alleged in the complaints that 
the roofs leaked and that the floors had buckled. 

Mr. Ricuarps. I think they also, as I recall it, said that they had 
leaky basements. I remember at the time this investigation by the 
House Expenditures Committee came up they were stressing the leaky 
basements. They were building this project, or part of it, during 
the winter, and there was a question as to whether or not some of 
the concrete had frozen, and so forth, but we went into it very early, 
and there were some changes made in certain of the properties, and 
we felt at that time that they were complying with our minimum 
property requirements. 

Again I say that I have not checked into this matter specifically 
because it has not officially come to our attention, but you must keep 
in mind too that at that time you did not have the materials to work 
with that you have now. There was a lot of unseasoned lumber, and 
so forth, that was not as satisfactory a product as you would get under 
normal conditions. 

Mr. Anprews. Did your inspectors approve those buildings erected 
which had inferior material in them ? 

Mr. Ricuarps. You have to approve during a period like that 
substitute materials which normally we do not approve, but we felt 
then, generally speaking, that the material being used was good 
material. 

Mr. Anprews. What will be your position now in the event the 
court determines there is liability on the builder to the tune of about 
$3.000 for each house ? 

Mr. Ricuarps. That gets into the question of what is this inspection 
service that'we have, what does it do, and for whom is it made? 

We have stressed over the years that, acting in an insuring capacity, 
we must have inspectors to make certain that the construction meets, 
first, the plans and specifications that we have apptered in order to 
protect the loan that we are insuring; and secondly, that it meets the 
standards of quality in the construction itself, the standards that we 
demand. That is for the benefit of the insurer, namely, the Federal 
Housing Administration. 

It is true that the buyer of a house normally benefits as a result 
of having someone inspect the property. 

However, normally if you are going to build a house, you hire an 
architect and get him to draw up your plans and specifications on a 
house that is of any material value. ae the person who is 


building the house would have the architect go out and make inspec- 
tions to see whether or not the builder is giving what he agreed to 
in his contract. However, the public as a whole has benefited very 
materially from the inspection service of the Federal Housing Ad- 
ministration. 
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Mr. Tuomas. What it adds up to is this, that the Federal Housing 
Administration does not guarantee this house on which you insure? 

Mr. Ricnarps. That is right. 

Mr. Tuomas. And the rule of caveat emptor applies, as far as the 
Federal Housing Administration is concerned, all of which means 
that you have no liability ; is that correct ? 

Mr. Ricuarps. That is right. : 

Mr. Pures. If, as Mr. Andrews says, the tenants should prevail 
and they would either have to be refunded $3,000 each or the buildings 
would have to be rebuilt, would the insurable value of that loan be 
affected ? 

Mr. Ricwarps. No, we insure the lender. If the borrower does not 
pay off the loan the lender can get title to and possession of the property 
and convey it to us, and we will pay him the balance. We have no 
liability to the buyer of the home. We have no contractual relation- 
ship with the builder. If the builder does not meet our requirements 
we do not insure the loan. 

Mr. Tuomas. The purchaser of the house moves out, and throws 
up the deal, and you have to foreclose on or repossess the property. 

Mr. Ricuarps. The lender forecloses. Then he turns it over to us, 
and we pay him off. 

Mr. Tuomas. That is right. So if you have a house and you insure 
it for $6,000 and it turns out to be worth only $3,000 you are going to 
take a licking to the extent of $3,000. Therefore, in the final analysis, 
your inspection service is certainly of benefit to the ultimate purchaser 
of the house but you set up that inspection service primarily for the 
use and benefit of the Federal Housing Administration, so that in the 
event you have to take a house back you are certainly going to get your 
money’s worth and the actual amount of your insurance realized ¢ 

Mr. Ricwarps. Yes, sir. 

Mr. Puiurres. What percentage of the houses do come back to you? 
Are the best ones ever turned back to you? 

Mr. Ricuarps. No. 

Mr. Pues. If a man has a good house he does not turn it back 
to you, he only gives you the less desirable ones. What percentage of 
the repossessed houses finally get into your hands? 

Mr. Ricuarps. It would be a guess, Congressman, but I would think 
we get a very substantial part of them. 

Mr. Tuomas. Anyway, you get the less desirable of them? 

Mr. Ricwarps. Yes. 

Mr. Tuomas. Thank you, gentlemen. It is always nice to have you 
and Mr. Richards here. It is always nice to have all of you here. We 


think you are doing a good job. We hope you do not have a descend- 
ing market in the next 5 years. 
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Frivay, Marcu 2, 1951. 
HOME LOAN BANK BOARD 
WITNESSES 


WILLIAM K. DIVERS, CHAIRMAN OF THE BOARD 

R. R. BURKLIN, DIRECTOR, DIVISION OF FHLB OPERATIONS 

WILLIAM H. HUSBAND, GENERAL MANAGER, FEDERAL SAVINGS 
AND LOAN INSURANCE CORPORATION 


F. R. KELLY, GENERAL MANAGER, HOME OWNERS’ LOAN CORPO- 
RATION 


T. CORCORAN, BUDGET OFFICER 
HUGH M. JOHNSTON, OFFICE OF THE ADMINISTRATOR 


ADMINISTRATIVE EXPENSES 


Funds available for administrative expenses 





| 


1950 actual | 1951 estimate | 1952 estimate 





DIRECT ADMINISTRATIVE EXPENSES 


Limitation or estimate $427, 500 $455, 000 
Advances from constituent units for services and facilities 


NUN a Sukie cele Ob aE bbdes nb bamucaakcuscent shacks 78, 165 340, 696 


Total available for administrative expenses 805, 665 795, 696 
Unexpended balance, estimated savings TES Bale § Fe ac: —9, 893 —25, 000 








Total direct administrative expenses. ...............----- 795, 772 770, 696 
REIMBURSABLE ADMINISTRATIVE EXPENSES 


Reimbursements for services performed 





Total administrative expenses. ___.... Me! Ye 23, 5 750, 000 

















Administrative expenses by activities 








Description | 19%) actual | 1951 estimate | 1952 estimate 








DIRECT ADMINISTRATIVE EXPENSES 


. Executive direction and administrative services =a $333, 387 | $322, 204 $297, 206 
. Examination and supervision of Federal home-loan banks 122, 348 | 113, 722 115, 749 
3. Supervision of Federal and State-chartered insured savings | } 
and loan associations _- 129, 688 120, 815 | 114, 606 
_ Chartering of Federal savings and loan associations and | 
branches thereof. _..__. ined aarcs ot : Cal 31, 640 31, 976 | 32, 797 
. Fiseal and housekeeping Se RRA eae wisi | 178, 709 | ‘181, 979 189, 642 


Total direct administrative expenses. ______- 795, 772 | ‘770, 696 
REIMBURSABLE ADMINISTRATIVE EXPENSES 


. Executive direction and administrative services 
. Fiscal and housekeeping services 


Total reimbursable administrative expenses 
Total administrative expenses________- 
SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions._......_.._._-.___-_______ 56 | 142 | , 
Average number of all employees. ________- PRR RA ‘ 137 125 


Personal service administrative expenses: | as ae 
Permanent positions. _- . 718, 724 | 703, 794 | 663, 445 
Regular pay in excess of 52- week base__......___- 
Payment above 

Total personal service administrative expenses_________ 23. 752 | 7037 79 04 





DIRECT ADMINISTRATIVE EXPENSES 


Personal service: esr 700, 792 | 686, 545 | 
Travel $ ie 38, 897 | 38, 000. | 
Transportation of things 150 | 200 | 
Sr) re ow secewe 14, 226 | 15, 000 | 
Printing and reproduction 2,941 | 3, 000 
Other contractual services 5, 683 | 2, 500 
Services performed by other agencies__._._.._.________- 2, 685 | 3, 000 
Supplies and materials 14,195 | 20, 451 | 
Equipment 16, 203 | 2 000 


Total direct administrative expenses__._.._______ 795, 772 | 770, 696 
REIMBURSABLE ADMINISTRATIVE EXPENSES 


Personal services Rowe oe ance cee belews 22, 960 | 
RE ae Same a inetaa ne 4, 268 | 


Total reimbursable administrative expenses 





Total administrative expenses 823, 000 792, 494 750, 000 





80203—51—pt. 2——16 
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LIQUIDATION OF HomE Owners’ Loan CorPoRATION 


Funds available for nonadministrative expenses 


Advance of funds from Home Owners’ Loan Corporation to complete 


liquidation of Corporation, 1952 


Final liquidation of Home Owners’ Loan Corporation, 1952 


Nonadministrative expenses by objects 


Nonadministrative expenses by activities 


$100, 000 


$100, 000 








Object classification 1950 actual 


1951 estimate 





1952 estimate 








Total number of permanent. positions 
Average number of all employees 








1 
1 


to bo 





NONADMINISTRATIVE EXPENSES 


01 Personal service nonadministrative expenses: 
Permanent positions 


Net personal services 
BY FEUER Wie ih es SaaS elt IP See eeu Nn 
OR I SN onan cn chacwenwoceseuccnsge 
SC IINOD TD ns ce eb cn cecdacoseweceenn 
pg, ES ee aa ee peg 
Other contractual services: 
STi PRRs rah otk ih decidubnodcsasnenunseantn 
Federal Reserve Banks, fiscal agents_._.........-- nee A 
General Accounting Office, audit..................-...- 
pe SE aaa Berio or teipes: 
Supplies and materials 


SR2B8 


$69, 225 





69, 225 
1, 000 
10, 000 
1, 000 
6, 900 


500 
500 
8, 000 
2,775 
1, 000 





Total nonadministrative expenses 














100, 000 





EXAMINING 
Boarp 


NONADMINISTRATIVE EXPENSES, Division, 


Funds available for nonadministrative expenses 


Home Loan 





Bank 





j 
1950 actual | 1951 estimate | 1952 estimate 





DIRECT NONADMINISTRATIVE EXPENSES 


I a cae we aneeans $1, 642, 000 
Unexpended balance, estimated savings_..._.........-.-.----- 


—43, 974 |. 








Total direct nonadministrative expenses __-_-_.....-.-.-- 1, 598, 026 


REIMRURSARLE NONADMINISTRATIVE EXPENSES 


Reimbursements for services performed 


1, 441 |. 










Total nonadministrative expenses 





1, 599, 467 











Nonadministrative expenses by activities 








Description 1950 actual 








1951 estimate 


1 





952 estimate 





DIRECT NONADMINISTRATIVE EXPENSES 


1. Executive direction and administrative services provided - - 








$41, 972 $38, 999 $39, 301 

2. Examination of Federal and State chartered insured sav- 
SRS OEE RIOR BUNITIIIIIOR So oi. 5. Sock ccce nec ccteedncess 1, 556, 054 1, 561,001 1, 624, 699 
Total direct nonadministrative expenses. -.-..........---- 1, 598, 026 1, 600, 000 1, 664, 000 





REIMRURSARLE NONADMINISTRATIVE EXPENSES 


2. Examination of Federal and State chartered insured sav- 
ings and loan associations 


1, 441 |. 








Total nonadministrative expenses 


1, 599, 467 











1, 664, 000 



















Total n 
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Re 
Pa 
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Nonadministrative expenses by objects 





Object classification 1950 actual | 1951 estimate | 1952 estimate 





SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions 295 264 
Average number of all employees 267 263 





Personal service, nonadministrative expenses: 
Permanent positions $1, 141, 511 $1, 172, 665 $1, 219, 355 
Regular pay in excess of 52-week base 4, 339 4,71 
Payment above basic rates 





Total personal service nonadministrative expenses 1, 146, 012 








DIREC®? NONADMINISTRATIVE EXPENSES 


1, 144, 629 
313, 614 
2, 234 

3, 330 


Printing and reproduction A ALE pt RR Re = est 

Other contractual services----....-.-- op an ok on Wb a AE Z 
Home Loan Bank Board services. 

Supplies and materials _- 

Equipment. 














Total direct nonadministrative expenses -_-.......--.--- 











REIMRURSARLE NONADMINISTRATIVE EXPENSES 


Personal services 
Travel 





Total reimbursable nonadministrative expenses 








Total nonadministrative expenses.........-..--.-------- 








Mr. Anprews. The committee will please come to order. 

We have with us this afternoon the members from the Home Loan 
Bank Board. We are pleased to have Mr. William K. Divers, the 
Chairman of the Board, and his associates. 


Mr. Puitures. Mr. Divers, have you a statement that you would like 
to make ? 


GENERAL STATEMENT 


Mr. Divers. I do, Congressman. I have a statement here that I 
have prepared. I would leave it up to your judgment as to whether 
you wish me to read it or just submit it for the purpose of the record. 

Mr. Puiures. I would suggest that we put it in the record, and let 
you make an informal statement which need not be taken unless you 
depart from the information, telling us just what the situation is and 
particularly how your condition has developed from last year. 


Mr. Chairman and gentlemen, my name is William K. Divers. I am Chairman 
of the Home Loan Bank Board which supervises the Federal Home Loan Bank 
System, the system of Federal savings and loan associations, the Federal Savings 
and Loan Insurance Corporation, and the Home Owners’ Loan Corporation (in 
liquidation ). 

My statement is confined to a brief review of the activities in our field of 
operations and an estimate of the picture for 1952. I shall start with the Home 
Owners’ Loan Corporation. We do not have any budget for 1952 for HOLC 
as we expect the Corporation to be out of business by June 30 next. I wish at 
this time to express our appreciation to your committee for its understanding 
cooperation. Your assistance has enabled us to liquidate this Corporation from 
8 to 10 years earlier than it would have been closed out if we had not disposed 
of its assets by public sale, after notice, to the highest bidders. 
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As you know, the Corporation was created to refinance delinquent mortgages 
on liberal terms and protect home owners facing foreclosure, also to stabilize 
the real-estate market and restore shrunken mortgage and real-estate values. Its 
creation helped to lift the morale of the American people at a time when it was 
badly needed ; foreclosures and evictions of home owners throughout the country 
were running at the rate of 1,000 a day. It acted also as a stimulant to the 
general economy of the country. Of the original disbursements to the holders 
of defaulted mortgages, commercial and savings banks received a total of 935 
million dollars; savings and loan associations, 770 million dollars; mortgage 
companies, 195 million dollars ; insurance companies, 165 million dollars ; estates, 
110 milion dollars ; and individuals, 575 million dollars. These payments by the 
Home Owners’ Loan Corporation at that time saved many financial institutions 
from further financial embarrassment. Payments of back taxes and special 
assessments to cities, towns, and municipalities amounted to over 233 million 
dollars. 

The Corporation was responsible for stimulating interest in and popularizing 
the long-term, monthly amortized, direct reduction type of mortgage loan and 
exerted a great influence in the general advancement in and modernization of 
mortgage lending practices. It sought and was responsible for standardization 
of appraisal methods and techniques. It pioneered in helping its borrowers to pay 
their taxes and insurance on a monthly basis. 

Because of the eligibility standards under which the mortgage loans were 
refinanced, being almost a complete reversal of the generally accepted mortgage 
lending practice, it was freely predicted in both financial and governmental 
circles that the Government would sustain a loss on its investment of anywhere 
from one-half to three-quarters of a billion dollars during the lifetime of its 
salvage operations. Instead, we are pleased to tell you that the Government's 
investment of over $3.7 billion made during the depression years of the 1930's 
has been repaid in full and, in addition, an estimated earned surplus of 
$14,000,000 will be paid to the Treasury. This, we feel, more than justifies the 
judgment of the Congress expressed in final passage of the bill in 19383. 

We feel it is important in passing to say a word about the character of the 
borrowers. In their repayment record, HOLC’s debtors showed their integrity, 
their willingness'to make sacrifices to pay for their home and a keen appreciation 
of the help they had received from their Government at a critical time. HOLC 
files contain thousands of letters from borrowers expressing gratitude—many 
dated immediately after their loans were made and hope had been restored to 
the writers. Other families sent thank-you and good-by messages to the Corpo- 
ration when later they were able to pay off their loan balances in full. 

HOLC’s experience points up the fact that the American people, if given 
half a chance, will pay their lawful debts. It has established that leniency to 
the deserving during difficult times is worth while to the lender as well as the 
borrower. 

The Corporation expects to dispose of its remaining mortgage loans by June 
30 next. It is at present proceeding with the liquidation of its equipment, in- 
vestments, surrendering leased space as fast as it is vacated, disposing of all 
inactive files, which in itself is a major operation, and in general cleaning up 
all loose ends as fast as is practicable in order to avoid any long-drawn-out 
winding up of its affairs. 

We are also making a so-far successful effort to place in other agencies all 
employees we are forced to release because of reduction in our workload. We 
do feel that a special effort should be made by the Government to place in other 
agencies all employees who are loyally remaining with the Corporation until 
its complete liquidation is accomplished. Such loyalty deserves recognition 
as its absence would mean, among other things, the prolonging of the life of 
the Corporation indefinitely. 

There are certain expenses incidental to final liquidation, such as internal 
and external post audit, final liquidation report, any accounts payable items 
not previously liquidated, and all othér costs not now determinable which will 
accrue subsequent to June 30 next and which we wish to provide for. Accord- 
ingly, we have requested that $100,000 of HOLC funds be made available to the 
Home Loan Bank Board in 1952 for this purpose. These expenses are con- 
sidered as nonadministrative for the Board. 
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HOME LOAN BANK BOARD 


As already stated, supervision of the Federal Home Loan Bank System and 
the system of Federal savings and loan associations are responsibilities of the 
Board. The Federal Home Loan Bank System comprises the 11 Federal home- 
loan banks and the savings and loan associations, building and loan associations, 
cooperative banks, homestead associations, insurance companies, and savings 
banks, which applied and were approved for membership. As of June 30, 1950, 
there were 3,898 member institutions. These locally owned and managed 
institutions consist. mostly of Federal- and State-chartered savings and loan 
associations. Membership in the System continues to grow at a progressively 
increasing rate. It increased by 2 in fiscal 1947, 33 in 1948, 80 in 1949, and 85 
in 1950. It is estimated that the membership will total 4,025 by June 1951, an 
increase over last year of 127, and will reach 4,150 by June 80, 1952. The 
number and assets of member institutions for the last 4 years, with estimates 
for 1951 and 1952, are shown in the following table: 





: Assets in 
Number billions 














1 Estimate. 


The mortgage loans made by all member institutions for the fiscal year 1950 
aggregated $4.2 billion which was $1.1 billion in excess of the 1949 figure, or an 
increase of 37 percent. The trend of such loans over the last five fiscal years is 
reflected in the following table: 

Fiscal year: Loans in billions 
2.6 

wa 

.6 

3.1 

2 

It is estimated that the volume of loans for 1952 will show a decrease over 
last year and will approximate the volume shown for 1949. 

The tlow of new savings into member institutions during fiscal 1950 amounted 
to $4.5 billion, an increase of $500 million over 1949. Withdrawals of savings 
amounted to $3 billion, leaving a net inflow for the period of $1.5 billion as 
shown in the following table: 





Fiscal year | New savings Withdrawals | Net inflow 





on 


qi 
3.0 | 
' 





It is estimated that new savings in 1952 will reach 5.9 billion dollars, and that 
Withdrawals will approximate 3.9 billion dollars, which will result in an esti- 
mated net inflow of savings for the year of 2 billion dollars. 

The Board is responsible for the chartering, supervision, and examination of 
Federal savings and loan associations. The system of Federal savings and loan 
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associations. has grown in size and in strength over. the. years.. This growth is 
reflected in the following table showing membership, assets, and reserves: 





Reserves and 
At June 30 AM | undivided 


profits 





$145, 000, 000 
301, 000, 000 
360, 000, 000 
426, 000, 000 
513, 000, 000 














It will be noted that although assets increased by 140 percent during the 
period 19438 through 1948 the net membership increased by only 10. However, 
progressively increasing interest is reflected by the number of charters issued in 
fiscal 1949 (17) and 1950 (20). Assets and reserves reflect the healthy condi- 
tion of the System. 

During fiscal 1950 there were 28 applications for charters and 27 applications 
for branches received. This rate is being maintained in the current fiscal year 
and is expected to continue through fiscal 1952. 

The 11 Federal home-loan banks constitute a Nation-wide permanent credit 
reserve system for member institutions. They provide a source of funds imme- 
diately available to members to meet home-financing demands in their communi- 
ties and unusual withdrawal requests of their members. Through the medium of 
interbank deposits, funds are transferred from one bank district to another as 
needed. 

Advances by the banks to their members in fiscal 1950 showed an increase of 
101 million dollars over the previous year. The following table indicates (in 
millions of dollars) the trend in advances, repayments, and advances outstanding 
for the last four fiscal years: 





Fiscal year Repayments | Outstanding 





$216.7 
216.5 
375.0 
285. 0 














The increase in volume of advances to member institutions during 1950 caused 
the banks to borrow $55 million more than in the previous year. The Board 
made five public offerings of consolidated Federal home loan bank obligations 
during that year. The following tabulation shows the number and amount of 
such offerings during each of the last four fiscal years: 





a . Number of | Amount in 
Fiscal year offerings millions 





$239. 0 
343. 2 
278. 0 
333. 0 














Latest figures and estimates indicate a downward trend in the volume of ad- 
vances. 

Member institutions on June 30 last owned $155 million or 67.3 percent of the 
capital stock of the banks, with the Government holding $75 million or 32.7 
percent. We estimated last October that $60 million of the Government-owned 
stock would be retired by June 30, 1951, and the remaining $15 million by June 
30, 1952. Our most recent estimate indicates that all of the Government-owned 
stock will be retired by June 30, 1951, and that all but $5 million of such stock 
will have been retired by the end of February 1951. 
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Supervision of the 11 regional banks and insured member institutions is ac- 
complished. in part through examinations and audits conducted by the Board. 
The cost of examination of member and prospective member institutions is borne 
by the institutions examined. Supervisory responsibilities in the field are car- 
ried out, in part, by designated officers of the respective banks without any cost 
to the Board. 

For purposes of economy, the Board provides a number of staff services to the 
Insurance Corporation and the Examining Division. Such services include legal, 
internal auditing, budget, such housekeeping services as procurement, supply, 
files and records, mail and messenger, duplicating services, Personnel Depart- 
ment and information. 

In addition to the increase in the general workload of the Board, reflected in 
the foregoing, there is a constantly increasing volume of supervisory and other 
matters relating to the operations under the supervision of the Board. The 
management improvement program of the Board calls for a continuing survey of 
the methods and procedures followed in all operations. This has resulted in 
still more refinements and consequent further economies in operations. 

The administrative expenses of the Board for 1952 ($750,000) reflect a decrease 
both in personal services and other expenses with an overall reduction of $46,000 
when compared with last year. The following table affords a review of the 
trends in employment and administrative expenses in recent years, commencing 
with fiscal year 1945. It also reflects the relationship of such expenses by years 
to each million dollars ef members’ assets. It will be noted that all trends are 
downward, 





| Cost per 

Pineal seer Number of | Administra- | million of 
ms employees | tive expenses| members’ 

assets 





$822, 900 $112. 23 
844, 300 96. 71 
926, 700 91. 46 
733, 800 64. 22 
811, 800 63. 41 
823, 000 57.95 
792, 500 47. 46 
750, 000 41. 67 














1 Estimate, 


The administrative expenses of the Board for which authorization is requested 
will be paid from assessments upon the banks, the Insurance Corporation, and 
the Examining Division. 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


The Federal Savings and Loan Insurance Corporation insures the savings 
accounts in all Federal savings and loan associations and in approved State- 
chartered associations of the savings and loan type. The insurance coverage 
for each account was originally limited to $5,000; recent legislation has increased 
this amount to $10,000. 

At June 30 last, there were 2,799 insured associations, of which 1,515 were 
federally chartered and 1,284 State-chartered. The Home Loan Bank Board 
examines the federally chartered associations and works jointly with the various 
State officials in the examination of insured State-chartered associations. 

Applications for insurance of accounts, for fiscal 1950, showed 108 applications 
approved. This was slightly less than the year before; but, since the increase 
of the insurance coverage from $5,000 to $10,000 became effective, the volume of 
applications received has nearly doubled. The current volume may be seen in 
the 6 months ending December 31 last, when the Corporation received 98 applica- 
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tions. The trends in number and in total assets of ipsured associations are 
reflected in the following table: 





Assets in 
billions 














It is estimated that the Corporation will handle 150 to 200 appli- 
cations in 1952 and that it will have an increase in membership of 150. 
Assets are expected to increase by $1.7 billion, reaching a total of 
$15.8 billion. These assets represent over 80 percent of those of all 
savings and loan associations, although the insured members represent 
only 48 percent of the number of all associations. 

The number of investors insured by the Corporation at June 30 last 
was 7,663,000, with aggregate savings of $10.6 billion, or an average 
savings account of $1,389. This reflects an increase of over 1 million 
investors from the previous year and an increase of $1.5 billion in 
savings. It is estimated that this rate of increase in both investors 
and savings will be maintained through 1952. 

Reserves and undivided profits accumulated by insured institutions 
at June 30 last aggregated $844 million, while the comparable figure 
for the Insurance Corporation was $88.2 million. The rate of build-up 
(in millions of dollars) is shown in the following table: 





| 

Allinsured | 7 . 
ee | F.S. ai1.C, 

associations | F.S.& 1.1 





At June 30— 
1948____. 
1949 





| 
— SSS a 
| 





1 Estimate. 


The decrease in the reserve position of the Corporation in 1950 is directly 
attributable to passage of legislation last June which required the Corporation 
to pay to the Treasury approximately $29 million in lieu of all unpaid dividends 
up to that date on its capital stock. The building up of the Corporation’s reserve 
position in the future will be retarded to the extent and amount necessary to pay 
dividends on Government-owned capital stock of the Corporation and by the 
reduction of the premium rate from one-eighth of 1 percent to one-twelfth of 1 
percent of the savings accounts of insured members and creditor obligations of 
each insured institution in accordance with provisions contained in recent 
legislation. 

The potential liability of the Corporation was $10.5 billion last June. This 
figure is expected to increase by $1.8 billion in the current fiscal year and to 
reach $13.7 billion by June 30, 1952. 

Since the creation of the Corporation, only 40 institutions have experienced 
difficulties. Corrective action by the Corporation was taken in 28 cases at a net 
cost of $4,898,000; seven were placed in liquidation with a net loss of $310,000; 
four required no financial assistance and, at the present time, the Corporation 
is handling the liquidation of the assets of one association—the recoveries from 
which will largely offset any losses. 
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The Corporation’s policy of making careful analysis of all applicant associa- 
tions seeking: insurance as well as its policy of working closely with supervisory 
authorities have helped in a large way to keep the number of associations requir- 
ing financial assistance down to a minimum. 

The administrative expenses of the Corporation, for which authorization 
is requested, will be paid from corporate funds derived from insurance premiums 
and interest on its investments. 

The Corporation continues to function with a relatively small staff because 
of the facilities furnished by the Home Loan Bank Board. In addition, examina- 
tion and supervision of insured associations are handled as Board functions. 

The amount of the auti.orization requested for 1952 is $435,000 exclusive of 
the assessment to be paid by the Corporation to the Home Loan Bank Board, 
which has been described earlier in connection with the Board’s submittal. 
This assessment will be paid from the general funds of the Corporation and is 
included in the total of the authorization requested by the Home Loan Bank 
Board. The $435,000 requested is substantially the same as the total of actual 
expenses incurred last year, even though the workload of the Corporation is 
progressively increasing. This economy is possible because of further refine- 
ments in methods and procedures employed in operations. The average number 
of employees requested is four less than was approved by Congress for the 
current fiscal year. The estimates do not provide for any unusual demands on 
the resources of the Corporation and the consequent costs which would accom- 
pany such demands. 


Gentlemen, I thank you for the opportunity of presenting this statement and I 
shall be pleased to answer any questions you may wish to ask. 


LiQuIDATION OF Home Owners’ LOAN CorPorRATION 


Mr. Putuuirs. I observe you are in liquidation on at least two of 
your three agencies, the Home Owners’ Loan and the mortgages. 
Where are those mortgages derived from ? 

Mr. Divers. The mortgages that we are selling, sir, have sold, and 
are now delivering, are all assets of the HOLC. 

Mr. Puituirs. The HOLC is the only one actually in liquidation ? 

Mr. Drivers. That is corect, sir. The Federal Savings and Loan 
Insurance Corporation and the Federal Home Loan Bank System 
and the chartering, regulation, and the supervision of Federal savings 
and loan associations are all going ahead with a slightly increased 
workload during 1952 over 1951. 

I might run over some of the high spots if it is all right with you, 
sir. First of all, so far as the Home Owners’ Loan Corporation is 
concerned, you will see that we have submitted no budget for 1952 
because we anticipate that almost all of those activities will be closed 
out, and its assets will be disposed of and_its employees will be: gone 
by the end of the current fiscal year. 

There are some items that will remain. The amount we do not know 
because we have not had any experience in closing out a corporation. 


LANGUAGE CHANGE TO PROVIDE FOR HOLC LIQUIDATION 


We are asking that you authorize the Home Loan Bank Board to 
spend up to $100,000 to cover final liquidation costs of the HOLC. 
The type of cost would include the final internal audit, the audit by 
the General Accounting Office, and the preparation of the final report 
to Congress. 

Mr. Purures. Let me understand that, Mr. Divers. You asked for 
new language ? 

Mr. Divers. Yes, sir. 
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Mr. Puitiirs. On the bottom of page 345 of the printed bill as we 
have it here, 1t says: 


Not to exceed $100,000 of funds of the Home Owners’ Loan Corporation shall 
be available to the Home Loan Bank Board for expenditures as nonadministrati\. 
expenses to carry out final liquidation of the Home Owners’ Loan Corporation. 


You might explain to me what you mean by “nonadministrative 
expenses.” 

Mr. Divers. Well, sir, it would be a nonadministrative because we 
want to separate it from the Board’s expenses and because we do not 
anticipate that it will continue. At least, we hope that we will not 
have to go ahead with the staff. We expect that we will have it all 
wound up and all the bills paid by the 1st of July, but we have not 
had the experience of closing out a Government corporation, and I 
do not think there have been many pathfinders, either, I might add. 
As a matter of fact, we did close out one, the United States Housing 
Corporation, which was the housing agency for World War I. 

We still have a few items to cover to close that out, but we have not 


submitted a budget on it for the last 3 years. We are absorbing the 
few items that remain in our own cost. 


FINAL AUDITING FOR LIQUIDATION 


We will have a bill from the GAO, we know that, for the final audit. 
We will have some auditing of our own to do if this liquidation runs 
up to the Ist of July. In delivering these mortgages, sometimes there 
are defects in the papers that are delivered with them, and we may 
have to carry on some correspondence with reference to the assets that 


we are selling for the next 4 to 6 months. Usually it dies down im- 
mediately after that. 


SOURCE OF LIQUIDATION FUNDS 


Mr. Puiuuips. What is the source of that money, that $100,000? 
Mr. Divers. The source of that would be out of funds of the cor- 
poration, sir. 

I might point out that all the bonds that were issued are paid off. 
Since the last time we were over here we paid off the $200 million 
of capital stock that was originally issued back in 1933, and we antici- 
pate that we will return to the Treasury a surplus of between $13 
million and $14 million after paying all administrative expenses and 
the cost of liquidation and everything else. 


HISTORY OF HOLC 


I might say in that connection, if I may, that the Home Loan 
Bank Board not only is not asking for any money out of the Treasury 
but, since the last time we were over here, we paid back $200 million 
of HOLC funds and over $65 million worth of Government. invest- 
ments in the Federal Home Loan Banks; that is, we retired $65 million 
of Government stock in the Federal home-loan banks. We also paid 
into the Treasury about $29 million which represented the cost of 


money to the ‘l'reasury of the insurance stock over the last 12 or 15 
years. 
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Mr. Anprews. This sp Bae really done a wonderful job. What 
do you think about putting the statement here on page 66 and the first 


half of page 67 in the record? It gives a thumbnail sketch of the his- 
tory of the HOLC. 


Mr. Putiies. That is a very good idea. I was looking through Mr. 
Divers’ statement to see if he had anything like that in it. 

Mr. Anprews. You get a pretty good picture of it from page 66. 

Mr. Puitties. That would not duplicate your other statement, would 
it? 

Mr. Anprews. Including the first two paragraphs of page 67. 

Mr. Divers. I do not think so, sir; no. 

(The documents are as follows: ) 


HOME OWNERS’ LOAN CORPORATION 


Two years ago the Home Loan Bank Board, after discussing the matter with 
the Appropriation Committees of both Houses, initiated its accelerated liquida- 
tion program for the Home Owners’ Loan Corporation. The target set was to 
sell the complete mortgage-loan portfolio of the Corporation, by States, by June 
30, 1951. At that time the Corporation had on hand over 201,000 accounts valued 
at. .$319,342,000. 

The program of the Corporation for the current. fiscal year is to dispose of its 
remaining mortgage loans by June 30 next and to be out of business as a going 
organization by that time. 

On July 1 last, it had on hand 74,023 loans valued at $84,198,750. Each month 
since then it has disposed of approximately 10,000 accounts, leaving a balance 
at December 31, 1950, of 14,860 accounts valued at $9,588,000. It is estimated 
that this balance will be disposed.of by June 30 next. 

In the meantime, the Corporation is proceeding with the liquidation of its 
equipment, investments, surrendering leased space as fast as it is vacated, 
disposing of all inactive files, which in itself is a major operation, and in general 
cleaning up all loose ends as fast as is practicable in order to avoid any long- 
drawn-out windup of its affairs. 

The Corporation was created in 1933 with a capital of $200,000,000 as an 
emergency organization of the Federal Government to refinance the mortgages 
of financially distressed urban home owners. It reviewed over 2 million appli- 
cations for loans and approved 1,018,000 loans, approximating $3.5 billion in 
the 3-year lending period of its existence. Since June 1936, the Corporation has 
been engaged in the process of orderly liquidation of its loan and property port- 
folios. 

Of the total bond authorization of $4,750 million, approximately $2,688 million 
was exchanged for mortgages, $224 million was invested in shares of savings and 
loan associations, $100 million was invested in the capital stock of the Federal 
Savings and Loan Insurance Corporation, and $477 million was sold to provide 
capital. All bonds issued.for refunding purposes since 1945 have been sold to 
the Treasury. At June 30 last, a total of $3,489 million of bonds had been issued 
for value and the balance of $1,261 million remained available. Since 1940, no 
bonds have been issued for value. 

In the course of its existence, the Corporation was forced to foreclose on 
nearly 200,000 properties, and it was in the sale of these properties that the 
Dompenerias sustained nearly all its losses. The following table shows the cumu- 
lative income and expense from June 13, 1933 through October 31, 1950: 

Operating and other income____----------------------------- $1, 416, 567, 256 
Operating and other expenses 11, 064, 447, 735 





Net income before losses__..._.-_--..-----_------------ 352, 119, 521 
Less losses 338, 331, 879 





Surplus at Oct. 31, 1950 13, 787, 642 


1Cumulative administrative expenses, amounting to $272,173,000, are included in this 
figure. 
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In addition to the above surplus which is estimated to reach $14,200,000 by next 
June, the Corporation had retired all its bonds and liad retired $176 million of 
its $200 million capital stock. The remaining $24 million was retired by De- 
cember 22, 1950. 


HOLC EMPLOYMENT 


Mr. Divers. I will say if I might, Mr. Chairman, that this could 
not have been done without the intelligent action of the staff to work 
themselves out of jobs successfully ; and at the same time they are dis- 
posing of space as rapidly as they can, they are disposing of their 
files as rapidly as they can, of their equipment, and are selling out 
their furniture and finding jobs for their employees. 

Mr. Anprews. Outside the Government ? 

Mr. Divers. Some of them. Some of them are retiring. 

As a result, we did not even have to give a notice to any of the 
employees up to about 30 days ago, when we got down to some of 
them who would not quit until they were told that they lad to leave. 

We were down to 146 yesterday, and we will be down to about 50 
by the end of this month. We expect to be wound up completely by 
the 1st of July. 

If we had control of everything I think I could promise you we 
would not have to use the $100,000, but all the activities are not with- 
in our control. We are dependent on some people on the outside, 
both in and out of Government, to see how fast we can go. 

Mr. Putters. I think we will have to tell you, Mr. Divers, why 
this subcommittee is expressing this interest in what you were say- 
ing. We had a witness sitting where you were sitting a few days 
ago who testified that it was practically impossible for a man who 
had worked for the Government for a number of years to get em- 
ployment in aly other occupation. This committee took exception to 
his testimony. We seem to have you on our side in this argument. 


ADDITIONAL WORK LOAD ABSORPTION 


You had testified last year that you were going to absorb this ad- 
ditional work with your present personnel total, and I want to ask 
you if you experienced any particular difficulty during the year in 
working it out that way. We want more of the agencies, especially 
during a war period, to absorb additional work and if necessary to 
leave off some less desirable function rather than to add personnel 
in time of war. I thought maybe I could get a testimonial from 
you saying you have not had any particular difficulty in absorbing 
that extra work. 

Mr. Divers. We have not had any particular difficulty, sir. As a 
matter of fact, the benefits from greater efficiency are cumulative, I 
will say. Rather than being a handicap or a hardship they are help- 
ful, because every time you cut out one operation in one place its 
effect shows up in some other places throughout your operations. 
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SUMMARY 


Mr. Puiauirs. We shall insert in the record at this point the table 
on page 3 and the table on page 4. 
(The documents are as follows:) 


Home LOAN BANK Boarp 


SUMMARY 


The Home Loan Bank Board, a three member bipartisan Board supervises 
the Federal Home Loan Bank System, the System of Federal Savings and Loan 
Associations, the Federal Savings and Loan Insurance Corporation, and the 
Home Owners’ Loan Corporation (in liquidation). The budget programs for 
the Home Loan Bank Board and the Federal Savings and Loan Insurance Cor- 
poration are presented as business-type budgets. The estimates of administra- 
tive expenses, which are presented and discussed separately for each constituent, 
are summarized as follows: 


1950 actual | 1951 estimate | 1952 estimate 


Board and staff services... ._._.-.- boot ese al $795, 772 | $770, 696 $750, 000 

Federal Savings and Loan Insurance Corporation 406, 442 397, 081 | 435, 000 

Home Owners’ Loan Corporation: | 
ERROR VO ORIIONNNOS . oo. i bck eke ek delete 1, 675, 963 1, 015, 600 | 0 
Sale or assignment of mortgages-..-...........---.-.------ 360, 000 330, 000 0 


} 


3, 238, 180 2, 512, 777 | 1, 185, 000 





There is presented also for the information of the Congress a work program 
for the Examining Division, a staff unit of the Board, the expenses of which are 
nonadministrative and are collected as fees from the institutions examined. 

Appropriation of funds from the United States Treasury is not requested or 
required. Administrative expenses of the Home Loan Bank Board are paid 
from assessments against the 11 Federal home-loan banks, the Federal Savings 
and Loan Insurance Corporation, the Home Owners’ Loan Corporation, and the 
Examining Division. 

Administrative and other expenses of the two Corporations are paid from 
corporate funds derived from income from operations and investments. 


BOARD AND STAFF SERVICES 


The estimates presented for the Board cover the requirements of the Board 
and the staff units which report to the Board in the supervision and direction 
of the programs under its jurisdiction, and in rendering certain common services 
to the two Corporations and the Examining Division. 

The following table shows a comparison of the estimate for 1952 with the 
amounts for fiscal years 1951 and 1950: 





1950 actual | 1951 estimate | 1952 estimate 


sii innirinsaitamcpahesielenielibinbanieaieriibeiieinatiseatiie 


125.0 


| 
| 
} 


Man-years 136.5 | 


Personal services __. 2 me Rigs WeT lens : = | $703, 794 | $666, 005 
Other expenses. __- hinaaitkas ie ee } 88, 700 | 83, 995 





Subtotal __- SSE Soe ‘ tee 92, 494 | 750, 000 
Less reimbursements . _.._..... ret me 27, 21, 78 0 


Total administrative expenses-_—____....____.-- Cowal 770, 606 750, 000 
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SOURCES OF FUNDS 


The funds necessary to defray the administrative expenses of the Board proper 
are derived-from the sources shown in the’ following table: 





Source 1950 actual | 1951 estimate | 1952 estimat; 





By assessments upon: 
Regional banks 
Federal Sayings and Loan Insurance Corporation 
Home Owners’ Loan Corporation 
Examining Division 


Total funds 


$417, 607 , 000 
199, 611 187, 819 
91,081 79, 278 
87, 473 73, 599 


795, 772 770, 696 





750, 000 














DECREASED REQUEST, 1952 


Mr. Divers. I might say for your information I think you will find 
that our budget for 1952 reflects the decline in workload as a result of 
the termination of the HOLC. 

You understand that the Home Loan Bank Board has given certain 
executive direction to the HOLC in the past and there has been some 
work as a result of that. Our proposed employment for 1952 is 129 
employees to cover all of our home office operations, as compared with 
142 this year, a cut of about 10 percent. 

Dollarwise it is down from a request of $828,000 for the current year 


to $750,000 for next year, or approximately a 10-percent cut in 
dollars as well. 


ADMINISTRATIVE EXPENSES BY ACTIVITIES 


Mr. Puiurs. We shall insert the table on page 7 of your justifica- 


tions, “Administrative expenses by activities” in the record at this 
oint. 


(The document is as follows :) 


Administrative expenses by activities 





Chartering 


Examina- of Federal 


3 Supervision 
tion and 


Executive 


direction 


istrative 
services 


and admin- 


of Federal 
home-loan 
banks 


supervision 


of Federal 
and State- 
chartered 


insured 
institutions 


savings and 
loan asso- 

ciations and 
branches 
thereof 


Fiscal and 
housekee) 
ing services 





Fiseal year 1952: 
| SSeS oe 
Man-years 
Personal services._.._._:_- 
Other expemses_.___.._.__- 


129 

125 

$666, 005 
83, 995 


44 
42 

$260, 666 
| 36, 540 





17 


17 
$98, 129 
17, 620 





20 


19 
$109, 048 
5, 558 


6 

6 

$31, 715 
1, 082 





Total 1952 





750, 000 


297. 206 


115, 749 | 


114, 606 


| 32, 797 








Fiscal year 1951: 
Postitions 
Man-years.. 
Personal services 
Other expenses. _____.____| 


Tou Sen. -.......... 


Fiscal year 1950: 
Positions aT re 
Man-years..._...... ‘ 
Personal services... ___- 
Other expenses... 


142 
136. 5 
$703, 794 


49 
47.2 

| $283, 274 
38, 930 


17 
16.5 
| $96, 362 
17, 360 


20 


19.8 
$112, 790 
8, 025 


6 


6 
$30, 934 
1, 042 





2 
4] 

$166, 447 
23, 195 
189, 642 


17 
$180, 434 
y 


23, 343 





322, 204 


113, 722 


120, 815 | 











59 

50.5 
$301, 061 
38, 607 


| 17 
16.9 
| $98, 703 
| 23, 645 


24 
1.3 





21.3 
$120, 312 | 
9,376 | 


6 | 


6 | 
$29, 906 
1, 734 | 





Total 1950 


122, 348 


129, 688 


| 


| 31, 640 | 


31, 976 


203, 777 


47.3 
$173, 770 
95, SN) 


199, 655 





Chairn 
Board 
Assista 
Assists 
Budge 
Office 
Direct 
Office 
Office 
Inforn 
Divisi 
tion 
Divisi 
tion 
Super 
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COMPARISON OF ADMINISTRATIVE EXPENSES 1950-52 


Mr. Putiurps. We shall also insert in the record at this point the 


tables spear ing on pages 14 and 15 of your justifications. 
(The ocuments are as follows :) 


Comparative statement of administrative expenses, fiscal years 1950, 1 


PERSONAL SERVICES 








| Actual 1950 


I sticiviensatapentesi 


Net | Man- 
salary years | 


Estimate 1951 | 


ht 
a 


Net 
salary 





$22, 685 $22, 930 | 
4l, 42,540 | 
18, 19, 192 | 
11, 0 | 
9. 
135, | 138, 464 | 
33, 77% ‘ 29, 551 | 
109, 3: 104, 664 | 
7 57, 260 | 
11,813 


Chairman 

Board members. - ---- 
Assistant to the Board. 
Assistant to the Chairman 
Budget Office 

Office of the Secretary - - 
Director of Personnel _ - 

Office of the General Counsel - 
Office of the Auditor-_- 
Information Section 


3.0 


Poe 


, 549 | 


| Man- 
years 


10,328 | 


951, and 1952 


Estimate 1952 
Net 
salary 


$23, 270 
43, 084 
0 


0 

10, 588 
129, 607 
21, 664 
105, 658 
56, 672 
12, 097 


956 | 


R peSeSn- 


— of Federal Home Loan Bank Opera- 


119, 123, 328 | 122, 602 
. 906 
312 | 


752 | 


6.0 | 30, 934 | 
19.8 | 112,790 | 


"136.5 | 703,794 | 


31, 715 
109, 048 


19.0 | 


125.0 | 666,005 





OTHER EXPENSES 





| 


| 1950 actual | 1951 estimate | 1952 estimate 





Travel__- 

Transportation of things 

Communication services 

Printing and reproduction 
7 Other contractual services 

Services performed by other agencies. 

§ Supplies and materials 

Equipment 


$34, 700 
200 

13, 500 
3, 800 
1, 425 
2,470 
24, 000 
3. hase 


$38, 897 | $38, 000 
150 | 200 | 

15, 000 
3, 000 | 

2, 500 

3, 000 

25, 000 


16, 203 2, 000 





Total other expenses 99, 248 | 


88, 700 | 8, 995 


823, 000 | 
27, 228 | 


795, 772 | 





Grand total gross expenses 


792, 494 
Reimbursements for services performed 


21, 798 


750, 000 
0 





Total limitation or estimate 770, 696 | 750, 000 





ESTIMATED EXPENDITURES, 1950-52 


Mr. Putures. I notice you show total actual expenditures in 1950 
of $3,238,180, and your estimated expenditures in 1951 are $2,512,777, 
and the request for 1952 is $1,185,000. However, that is not a decrease 
in the items which remain, the balance of the other items. There are 
items covering board and staff services, and while decreasing from 
$770,696 to $750,000, the Federal Savings and Loan Insurance Cor- 
poration item has increased enough to give you a little increase in 
the totals for 1952 over 1951. You might, therefore, explain the 
reason for the increase from $397,081 to $435,000. 

Mr. Divers. Well, sir, that amounts to $38, 000 and is practically 
accounted for by promotions, within-grade increases, and a couple 
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of clerks. There is no increase contemplated in the professional 
personnel. 

There is a $50,000 budgetary reserve, Mr. Corcoran points out, this 
year, which we have not had to touch as yet, which would add up 
to about $450,000 which was approved for this year. 

Our request for next year is below the amount of money that we 
asked and was approved for this year, although at the present rate 
of spending it is true that it is about $400,000. 

What it will be for the rest of this year it is hard to tell. I can- 
not tell. Wemay goall through the year at a $400,000 rate, sir. 

When you get down to relatively small budgets like this, and a 
relatively small number of employees, anything one way or another 
is apt to throw it off. 

SOURCE OF FUNDS 


Mr. Pups. Now, let us turn to the bottom of page 4, which has 
already been inserted in the record. We find the same situation. 
While your total budget for those two items went down from $770,696 
to $750,000, on its total, when you analyze it, it did not go down. 

The regional banks increased $50,000. The Federal Savings and 
Loan Insurance Company assessments increased $100,000, and your 
Examining Division increased $7,000. By taking out the HOLC, 
$79,000 was offset. 

Mr. Divers. The bottom line, sir, is the amount of money that the 
Home Loan Bank Board proposes to spend in 1952, which is down. 

Mr. Pumps. Which one? 

Mr. Divers. The bottom line. The total funds are what we really 
propose to spend during 1952. The items that you just referred to 
are the source of the funds. 

Mr. Puiuirs. Yes. 

Mr. Divers. For example, the regional banks will be levied an as- 
sessment. We will levy an assessment against the regional banks in 
1952 of $380,000 as compared to $430,000 this year. 

Mr. Puitiips. That is $50,000 less? 

Mr. Divers. That is right. 

Mr. Puiiuips. You will levy $7,000 plus, or approximately $6,500 
plus on the examining division ? 

Mr. Divers. That is right. 

Mr. Pritts. However, you will raise money from your Federal 
savings and loan insurance by certain fees? 

Mr. Divers. That is premiums, yes, sir, for insurance, and interest 
on investments. ° 

Mr. Puiuuies. You will raise over $100,000 more ? 

Mr. Divers. That is right. Now, that does not mean, of course. 
that we are spending more. If all these figures were shifted back and 
forth we would not be spending any more money, because what we 
are asking authorization to spend is the bottom figure. 

The reason for the increase in the Insurance Corporation is that 
we are proposing a distribution of our expenses internally on a differ- 
ent basis this year than we did last year or the year before. It works 
out that the banks would pay about 52 percent of our expenses, the 
Insurance Corporation about 38 percent, and the Examination Divi- 
sion 10 percent. 
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Mr. Puituirs. Have you changed your schedule of fees? I have a 
note here that last year you testified you were charging the banks 
$34 a day for the examination. 

Mr. Divers. We charge $37 a day now for examinations, but that 
does not influence the amount of money that we collect from the 
Examining Division. We collect 10 percent of our costs from them 
on the theory that 10 percent of our time for administrative direction 
and for housekeeping services is spent on the Examining Division 
activities. 

Mr. Puttiirs. Has there been a reduction in your premiums on 
the FLIC? 

Mr. Drivers. Yes, sir; that premium was reduced last year by Con- 
gress from one-eighth of 1 percent per annum to one and one-twelfth 
of 1 percent per annum. 

Mr. Puitiires. What effect will that have upon your operation ? 

Mr. Divers. Well, the only effect it will have on our operation is 
that there are more savings and loan associations coming in and 
applying for insurance of accounts, because they can get it at a 
reduced rate now. 

Mr. Puriuirs. Have you the authority under your statute to eharge 
whatever you want for fees, like the bank examining fee? Can you 
set that yourself? 

Mr. Divers. Yes, sir. What we do is to figure out what our cost 
is and as closely as possible spread that cost. Although the dollar 
cost per day has increased in the last couple of years, due to the in- 
creased salaries, increased cost of travel, the cost to the institution for 
examinations has decreased when measured in cost per million dollars 
of assets due to the improvements in the methods used in the exami- 
nation. 


ESTIMATE SUBMITTED TO THE BUREAU OF THE BUDGET 


Mr. Puitiies. How much did you ask from the Bureau of the 
Budget ¢ 

Mr. Drivers. Substantially the same amount. We asked for 
$769,000. 

Mr. Pumuirs. They reduced you $19,000. 

5 ; ; 

Mr. Divers. Yes, sir. 

Mr. Putiiirs. Was that any special place? Was there any special 
function they told you to omit? 

Mr. Divers. They cut down a little bit on travel. 

Mr. Corcoran. That is right. They told us in general they wanted 
us to absorb the within-grade advances. 

Mr. Divers. I might say that on all of our costs which are assessed 
back against savings and loan associations that the members of the 
Bank System and the members of the Insurance Corporation con- 
stantly try to figure those in cost per million dollars of assets to those 
institutions. 

In the final analysis, what they are interested in is what it costs 
them, what they have to pay toward their expenses and toward the 
expenses of operation of the Insurance Corporation. With the assets 
of the members increasing at the rate of about $2,000,000,000 a year, 
our costs have been substantially lower over the course of the last 
4 or 5 years. 

80203—51—pt. 2——17 
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AVERAGE SALARIES, 1950-52 


Mr. Pups. Will the budget officer do a little quick thinking for 
me and figure the average salary for your shop over there? 

Mr. Corcoran. I have it here. 

Mr. Drvers. I might read this off and insert it, if you would like 
to have this table. 

Mr. Puiuuirs. Yes; please do that. 

Mr. Divers. For the Home Loan Bank Board the actual for 1950 
was $5,097. The estimate for 1951 is $5,156. The estimate for 1952 
is $5,328. 

For the Examining Division the actual for 1950 is $4,292. The esti- 
mate for 1951 is $4,542. The estimate for 1952 is $4,651. 

For the Insurance Corporation the actual for 1950 is $4,735. The 
estimate for 1951 is $4,856. The estimate for 1952 is $4,971. 


I will not give you the ones for the HOLC unless you are particu- 
larly interested in those. 


Mr. Putures. What is the average over all? 

Mr. Drivers. Well, it has gone up because the HOLC has gone out 
of business. The actual for the HOLC for 1950 was $3,158, and the 
estimate for 1951 was $3,617. That was where we were doing it on 
a mass-production basis, and we used all the IBM equipment that we 
could. We would have 1 head of a department with 25 clerks in it. 
You can operate that way when you are handling that t pe of work. 

Mr. Putrirs. What is the over-all without the HOLC ¢ 


Mr. Drivers. Well, the estimate for 1952, over all, without the HOL(G, 
is $4,885. 


ESTIMATED EMPLOYMENT, 1952 


Mr. Putuurrs. For 1952 how many employees do you expect to have 
as an average? 


Mr. Drivers. It is 125 for the Board and 75 for the Insurance Cor- 
poration, whch is 200 employees. 


Mr. Puituirs. The four people in your personnel department make 
a low average of employees. 

Mr. Divers. Well, we also have in our Examining Division, which 
are authorized as nonadministrative expenses, over 200 employees. 
They are serviced by personnel. We have about 235 in our Examin- 
ing Division in addition to the 220 that we now have on our payroll. 

Mr. Puiiures. You should not have a very high turn-over in a de- 
partment like this. 

Mr. Divers. We do not. Our personnel problem was principally 
one in terms of examiners. I think we have pretty well licked that. 
As you will notice, we have dropped our assistant personnel officer and 
only have a director of personnel and three clerks in the office for next 
year. 

Mr. Pures. What about your counsel? When you leave the 
HOLC, and with your work settling down, are you not in pretty much 
of a groove? You had 19 man-years for the general counsel in 1950, 
17.8 in 1951, and you only go down to 17 in 1952. 

Mr. Divers. Well, sir, we charter these Federal savings and loan 
associations, and we regulate and supervise the Federal home loan 
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banks. All of them have their own boards of directors. It is prin- 
cipally a problem with us of seeing that the action that they take is 
authorized by the law and by our regulations and seeing that it is 
within their charter. Then from the standpoint of supervision we 
have to see that their operations are sound. That is part of our statu- 
tory responsibility, to regulate and supervise both the Federal home 
joan banks and the Federal savings and loan associations. 

Mr. Purures. What about your auditors?) How much will you-do 
and how much will the GAO do for you? You have a staff of nine 
of your own. 

Mr. Drivers. That includes the five examiners and one stenographer 
who examine the Federal home loan banks for us. The others are 
internal auditors. 

Mr. Puiurs. That is for external as well as internal auditors? 

Mr. Divers. That is right. We have what we consider a high-grade 
internal audit. We deal -principally in money. We think that we 
need one there. 

I might say, in answer to your question about the GAO, that the 
GAO does not audit us in the sense of going over all of our accounts. 
They in effect make an audit of our audit. They make a spot check 
and sampling, and they accept our audit for almost all their purposes. 


OFFICE OF INFORMATION 


Mr. Pututrs. I was about to remark that I would pass hastily over 
the Office of Information. I do not think we have found any other 
agency that has only one professional and one clerical position in the 
publicity department. 

Mr. Divers. We do not have any promotional functions whatsover. 
We do have that one man in information to answer questions. 

Mr. Puuutrs. Is there anything in the operation or the budget 
of the Federal Home Loan Bank operation that you did not cover? 

Mr. Drvers. No, sir; I do not think so. 

Mr. Pues. Or in the savings and loan operations? ; 

Mr. Divers. No; except that I would say that the operations of 
both of those during the past year have been at an all-time peak. 


INCREASE OF WORKLOAD 


Mr. Pures. Why is that? 

Mr. Divers. Well, in the first place the operations of the Federal 
home-loan banks were very active due to a combination of circum- 
stances. It was the most active homebuilding year in recent. his- 
tory, of course. The member institutions borrowed substantially 
from the Federal home-loan banks to make additional home finances 
available in their communities. 

In addition to that, immediately after Korea there was quite a 
buying spree or a buying splurge. That resulted in some needs for 
additional money to meet withdrawal demands. 

So far as the Federal savings and loan associations go, there has 
been considerable interest in new charters by different groups, mostly 
in county seats, that do not have savings and loan operations. They 
get interested in finding some group that would organize one and get 
a charter. 
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DECREASE IN TRAVEL COSTS 


Mr. Puiutrs. Your other expenses for the Home Loan Bank Board, 
shown on page 32 of your justification, is a reduction of a little less 
than $5,000 for next year. 

You said that the Bureau of the Budget suggested a little less travel 
to you. I see you have made a reduction of $3,300. 

The only items that are increased are printing and reproduction 
and equipment. 


PRINTING AND REPRODUCTION 


_ What is the reason for the increase in the printing and reproduc- 
tion, with your organization on a pretty stable level ? 

Mr. Divers. On page 34, sir, under “Printing and reproduction,” 
It Says: 

Provision is made for the printing and binding of annual reports, bulletins, 
pamphlets, and letterheads and includes the cost of United States Government 
standard forms and all other printed material to be obtained by contract from 
private vendors and/or from the United States Government Printing Office. 
The estimate reflects an increase to provide for replenishing the Boards’ stock 
of certificates of membership, appointment, and desiguation— 
et cetera. 

That is membership in the Federal Home Loan Bank System, ap- 
pointment of public interest directors in the regional banks, and desig- 
nation of chairmen and vice chairmen of the regional banks, which 
is a function of the Board. Sometimes those are caused, too, by 
changes in the legislation, sir. For example, the increase in the in- 
surance coverage from $5,000 to $10,000. We had to get out a new 
certificate of insurance for all 2,900 insured institutions, 


SUPPLIES AND MATERIALS AND EQUIPMENT 


Mr. Puruurrs. I suggest to you that both the items of 08 and 09 
are high. There is $24,000 for supplies and materials, as opposed to 
$25,000 for the current year, and that shows an increase of about 
$6,500 over the year before. You should have stocked up pretty well. 

Mr. Divers. On page 35, at the top of the page, the second para- 
graph says: 

The amount shown for 1950 is approximately $11,000 less than actual costs 
of supplies and materials used during the fiscal year. 

Mr. Pures. You must have had a pretty heavy inventory. 

Mr. Divers. We had an inventory and used it up. That accounted 
for the decrease in 1950. The estimate for 1952 is an estimate at the 
‘ate at which we are now using it. 

Mr. Putiuirs. What about your equipment? 

Mr. Divers. On the equipment we have an amount there for the 
replacement of an automobile that is 8 years old. It is the only one 
we have. 

Mr. Putures. Is that the total of the $1,800 increase? 

Mr. Divers. That is $1,100 of the increase, sir. The rest is for re- 
placement of obsolete and worn-out equipment. 
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TYPEWRITER INVENTORY 


Mr. Puiurres. How many typewriters do you have? 

Mr. Divers. We have just made a survey and turned over quite a 
few typewriters to the Graal Services Administration. I can get 
that figure for you, if you want me to call over to get it. We just 
checked through all the offices. 

Mr. Puitires. Just put it in the record. 

(The information is as follows :) 


Typewriter inventory as of Mar. 5, 1951 





To be 
Type “ote In use declared Surplus 
| surplus 





re SIE EN So O “ erro il 
| 


Regular _--- . ~ pas Npaiens 28 6 | 35 27 
Statistical 4 ites : | 13 | 0 
Electric-- -- wk iets, Sate Wide | | 0 








(i. Eee OES RE alee ee 35 





NoTE.—Average age of typewriters approximately 10 years. 
RECOVERY OF COST OF OPERATION FROM MEMBER BANKS 


Mr. Yates. You recover some of the cost of your operation by con- 
tributions from your member banks, do you not? 

Mr. Divers. Yes, sir. 

Mr. Yates. How much of that cost do you recover, percentage- 
wise ? 

Mr. Divers. All of our cost is assessed against the institutions. None 
of it comes out of the Treasury. 

Mr. Yates. No further questions. 


PERSONAL SERVICES REQUEST, 1952 


Mr. Anprews. Your request for “Personal services” here for 1952 
is $666,005; is that right? 

Mr. Divers. Yes, sir. 

Mr. Anprews. As against $703,794 for 1951? 

Mr. Drivers. That is right, sir. 

Mr. Anprews. You request 125 man-years, which is 129 positions? 

Mr. Drivers. Yes, sir. 

Mr. Anprews. As against 13614 man-years and 156 positions in 
19502 

Mr. Drivers. Yes, sir. 

Mr. Anprews. As against 13614 man-years or 142 positions in 
1951? 

Mr. Divers. That is right, sir. 


OTHER EXPENSES REQUESTED, 1952 


Mr. Anprews. For the other expenses, including “Travel, transpor- 
tation of things, communication services, printing and reproduction, 
other contractual services, supplies and materials, and equipment” you 
are reducing to $83,995 from $88,700 in 1951 and $99,248 in 1950, 
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and there is a total request here for $750,000 as against $770,696 in 
1951? 

Mr. Divers. Yes, sir. 

Mr. Yates. May I ask one more question ? 


RESERVES REQUIRED OF SAVINGS AND LOAN ASSOCIATIONS 


Are the member banks of your organization required to make dis- 
tribution to their stockholders periodically in the event they make 
too much money? 

Mr. Divers. I would like to understand just what you mean. 

Mr. Yates. This is a mutual organization ? ‘ 

Mr. Divers. Do you mean the Federal home-loan banks, or the Fed- 
eral savings and loan association ? 

Mr. Yates. The Federal savings and loan association. 

Mr. Divers. The Federal savings and loan associations have average 
reserves of between 7 and 8 percent. We do not consider those as suf- 
ficient. Their charter calls for them to accumulate reserves up to 10 
percent of their assets. So the question really has not arisen. We do 
take supervisory action if we think that they have not set aside sufli- 
cient reserves, and I think we would also take supervisory action if 
we thought that they were setting aside too much to reserves and were 
not passing on to their shareholders the earnings that they could 
afford. 

Mr. Yates. That is a question of taxation, in part; is it not? 

Mr. Divers. That is right. 

Mr. Yates. How much money do they make? Is the amount of 
money they make and keep investing exorbitant ? 

Mr. Drivers. No. How much did they set aside last year for reserves ’ 

Mr. Huspanp. These figures are approximate. They probably set 
aside for reserves last year $100 million or a little more. 

Mr. Drivers. That is as against a gross of over $1.5 billion and an 
increase in their mortgage portfolio of over $1.5 billion. So that we 
have a hard time really seeing that their reserves are keeping up with 
their gross. That is like a bank where the bank supervisor tries to get 
them to keep their capital, reserves, and undivided profits up to a 
certain percentage of their assets. In the same way, we encourage 
them to keep their reserves and undivided pectin up. Since they 
have no capital stock we try to get them to keep their reserves and 
undivided profits up to at least 10 percent of their assets, because, not 
having any capital stock, the only place they can absorb any losses is 
in their reserves against losses. 


FreperAL Savines AND LoAN INSURANCE CoRPORATION 


Mr. Purtuirs. Now let us go to the Federal Savings and Loan 
Insurance Corporation. We will insert page 52 of the justifications 
in the record at this point. 
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(The matter above referred to is as follows:) 


Comparative statement of administrative expenses, fiscal years 1950, 1951, and 1952 


| 


Actual 1950 | Estimate 1951 








Estimate 1952 





Av erage| 
num- 
ber 


| Amount | | 





Personal services: 


General manager 
Underwriting 
Insurance settlement. 


Rehabilitation and recoveries __-- 


Operating analysis 
Comptroller 


Personal services. - 





| 


$41, 802 
79, 960 
20, 531 
30, 546 

105, 865 

75, 445 


| 
| Average} 
num- Amount 
ber 


| 


Average 
num- 
ber 





| $43, 450 
71, 399 
24, 390 
26, 674 

106, 683 
74, 585 | 


_ 
NN 


| om 


~ 
ico 





$44, 601 
74, 060 
24, 644 
36, 555 


| 347, 181 | 


OTHER EXPENSES 
Travel: 
General manager 
Underwriting 2 
Rehabilitation and recoveries._________- 








ar 300 eax 

Pe eee 
5, 400 
28, 200 
12, 000 


Caeneteaiteaion 0 SS ERE 
Rents and utility services___ CE Sep eae: MARE 
Printing and reproduction________- ee : , 500 
Other contractual services: | 
Home Loan Bank Board: | | 
Administrative services ; ef ae 
Supervision Sh ee, ae es uate 
General Accounting Office as Dateless 5, 540 5, 000 
Miscellaneous : EES. PEERS TN, 2,456 {-...--- 2, 500 
Supplies and materials | 3, 406 3, 400 


-| 176,819 











Donel other experees,....- 5. = 2. = 52 oe. | 249, 496 | 937, 819 | 





i Mee eres a 603, 645 |... 
Loan Bank Board for | | } 
Beis s eek 197, 200 | 


Administrative expenses- 
Less advances to Home 
services and facilities 


“| 585, 0 ee 
| 406, 445 | 


Total administrative expenses ee 


Mr. Purtuirs. You do not want to make a supplementary statement ? 
Mr. Divers. I do not think so. 
NUMBER AND ASSETS OF INSURED ASSOCIATIONS, 1947-52 

Mr. Piututrs. Did you put in the table which appears on page 44, 
which just gives the number and assets of insured associations and 
how they have grown ! 

Mr. Divers. The table was not in there. 

Mr. Pures. Then we will insert the table on page 44. 

(The matter above referred to is as follows :) 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


In terms of applications for insurance of accounts, the workload of the Cor- 
poration for the fiscal year 1950 showed 108 applications approved for insurance. 
Public demand for this protection of its savings is growing constantly and is 
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reflected in the following table which shows the number and assets of insured 
associations for the years indicated: 





“ Assets in 
Number billions 








1 Estimated. 





INCREASED PERSONAL SERVICES, 1952 


Mr. Putiurrs. In “Personal services” you show an increase from 
$354,149 for 1950 to $347,181 for 1951, which you observe is a reduc- 
tion, but then there is a jump to $371,300 for 1952. 

Will you explain that to us? You observe there is an increase in 
each one of the categories of general management, underwriting, 
insurance settlement, and so forth. 

Mr. Hussanp. Two reasons for that increase are that in 1951 we 
have a professional man in the field liquidating an institution. We 
had a loss case, and we took him off this administrative payroll. That 
‘vase plus the mandatory increases for within-grade promotions ac- 
counts for practically all of the differences between 1951 and 1952. 

Mr. Puitirres. You-have a jump of $10,000 in “Rehabilitation and 
recoveries.” 

Mr. Hussanp. That is where that man came from. He is still in 
Chicago liquidating the institution. 

Mr. Puinutrs. If he is off, why do you increase the amount in 1952? 

Mr. Hussanp. Then he comes back. 

Mr. Putcures. Oh! He is charged against something else ? 

Mr. Husspanp. That is correct. 

Mr. Puitures. What settlement is that ? 

Mr. Huspnanp. The Koruna Savings and Loan Association of Chi- 
cago, Which was taken over about a year ago. We paid off all of the 
shareholders and are liquidating the assets and will have the liquida- 
tion completed in the course of the next month or so. 

Mr. Puitures. What will the final balance show ? 

Mr. Huspanp. We anticipate at this moment either to break even 
or to show a slight profit. 

Mr. Putiires. You mean neither the stockholders nor the depos- 
itors will lose? 

Mr. Huspanp. We have already paid them off 100 cents on the 
dollar. We bought the assets. We made an advance of $4.4 million, 
and we will recover all of that in full and possibly a slight profit. 


TRAVEL COSTS 


Mr. Puimurrs. Your “travel” item jumps $2,200. The general 
manager is going to $300 worth more than last year. 

Mr. Divers. As Chairman of the Board, I would like to say I think 
he should if we are to know what is going on. I am serious about 
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that. After all, there is not much traveling done in our organiza- 
tion outside of these people. The biggest part of our travel expense is 
for members of the Federal Savings and Loan Advisory Council, 
which is a statutory body Congress set up that we bring in to confer 
with us on business conditions twice a year, and we pay their expenses. 
Then we have our auditors who go out in the field 

Mr. Putuirs. What this committee is interested in is in the change. 
That ran $4,000 in 1950, $4,000 in 1951, and it is jumping up to $6,500 
in 1952. That $2,500 difference is not a major part of our annual 
budget, but at least we want to know if there is some abnormal con- 
dition causing that. 

Mr. Divers. I understand. It is an effort on the part of the Board 
to have the people on our staff make an occasional trip into the field 
to attend meetings of savings and loan associations or savings banks 
that are member institutions and for them to become better informed 
on conditions in the industry so that we can protect our own interests 
financially and, in addition to that, offer constructive supervision. 


PRINTING AND REPRODUCTION 


Mr. Puiues. “Printing and reproduction” has gone down $4,600. 
I think this is the only comparative statement I have seen in which 
printing and reproduction has gone down. How did you do it? 

Mr. Huspanp. That is not quite correct. We ought not to take 
credit for that, because it is simply a change in the program for print- 
ing and reproduction. That is being handled by the Board and is not 
really a saving when you consider the Insurance Corporation and the 
Bank Board combined. 

Mr. Drivers. I would like to say this. There is about a $6,000 reduc- 
tion which represents the cost of reissuing new certificates of insurance 
that I mentioned to you, where Congress increased the coverage of the 
insurance from $5,000 to $10,000. 

Mr. Puittirs. That isan increase. You spoke of a decrease. 

Mr. Divers. That was done this year. It is a decrease for next 
year. 

Mr. Puiiurrs. No; it is an increase for next year, but you have 
dropped off duplicating service of approximately $11,000. 

Mr. Divers. Dr. Husband was right. We consolidated it in the 
Bank Board instead of having it handled in the different agencies. 


SUPPLIES AND MATERIALS 


Mr. Puauuirs. In “Supplies and materials” you have gone up $5,000. 

Mr. Hussanp. The main reason for the increase is to provide for 
new insurance plaques. 

Mr, Puiiiuirs. What are insurance plaques! 

Mr. Huspanp. Each insured institution has a plaque which says 
“Savings up to $10,000 are insured by the Federal Savings and Loan 
Corporation.” 

Mr. Pumps. I yield to Mr. Yates to ask you why the banks should 
not pay 50 cents for each one of those plaques. 

Mr. Yates. As I understand it, all of the costs of these institu- 
tions are covered by the membership fees. 
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Mr. Drvers. That is right. 
Mr. Yares. As a matter of fact, am I wrong in my assumption that 
the Government pays none of the costs that are stated there? 

Mr. Hussanp. That is right. Our income for the last 16 years has 
been $138 million ; our — and total losses have been $11 million. 
We have made a net profit of $127 million from which we have paid 
some $32 million or $33 million in dividends to the Treasury. So that 
you can see we are in the black between $90 million and $100 million. 

Mr. Puiturrs. Are you going to sell the plaques or give one to each 
member institution ? 

Mr. Huspanp. In this case, this is a continued item. There is be- 
fore the Congress at this time a bill to change the name to Federal 
Savings Insurance Corporation. ° 


SURPLUS OF HOLC 


Mr. Anprews. How much money did the HOLC make for the Gov- 
ernment over the period of approximately 17 years that they operated ? 
Mr. Drivers. The surplus will be between $13 million and $14 million. 

Mr. Anprews. That is a net profit to the Government ? 

Mr. Divers. I do not call it a profit; I call it surplus, for the rea- 
son that the $200 million of capital stock which we have returned to 
the Treasury was used by the Corporation over the course of the 17 
years that they were in operation. So that the $13 million to $14 
million it will turn back in the next few months really constitutes a 
liquidating dividend. 

Mr. Anprews. But the agency did not cost the taxpayers any 
money ? 

Mr. Drivers. That is right. 

Mr. Anprews. And you are turning back into the Treasury approxi- 
mately $13 million ? 

Mr. Divers. That is right—after paying all expenses. 

Mr. Anprews. How many home owners did you accommodate dur- 
ing the years with mortgages? 

Mr. Drvers. 1,017,000. 
Mr. Anprews. That is a fine record. 


DISPOSAL OF HOLC MORTGAGES 


Mr. Puitures. What has been your success in advertising and dis- 
posing of the mortgages you have had in your hands of the HOLC? 

Mr. Divers. In my opinion, it was the best way to sell them from the 
standpoint of the Government. We gave what we considered to be 
ample notice and sold them at public sale. They were sold to the 
highest bidder in every case, and we were successful in selling all of 
them at public sale with the exception of a handful of mortgages in 
Maine and a small amount in Puerto Rico. Then, after advertising 
them for sale and not getting any bids, we sold them for 90 cents on 
the dollar at private sale. But that represented less than one-tenth 
of 1 percent of what we were selling; so, it did not affect the over-all 
outcome. 

The premiums ranged up to 2.5 percent of the unpaid principal. 
In the case of Rhode Island, we sold them to the Industrial Trust 
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Co. at Providence, and in other cases they were sold to national banks, 
savings banks, and insurance companies. 

Mr. Pues. What premium did you get on the New Hampshire 
ones 

Mr. Divers. On the New Hampshire ones we did not have any to 
sell. They came in a previous category. You remember the year be- 
fore, when we were over here, we told you we had started out in those 
States where the unpaid balance was less than $1,000,000 and we had 
written to all mortgagors and asked them either to pay off the balance 
or attempt to refinance them with some local financial institution. 

Mr. Puuurms. You mean those conservative, old New Hampshire 
Republicans have been paying off their debts? 

Mr. Divers. Well, they did it. 

Mr. Yates. They have no debts. 

Mr. Corron. We always pay our debts. 

Mr. Divers. The mortgages from Maine were the only ones we had 
to sell at a discount. 

Mr. Corton. I have no questions, but I would like to have it appear 
in the record that I join with the committee in expressing commenda- 
tion and gratification at this statement. 

Mr. Divers. Thank you. 

In conclusion, gentlemen, let me say one word about our relations 
with the Administrator of the Housing and Home Finance Agency. 
Each of the three members of our board has a high regard for Mr. 
Foley and considers him an able adviser. We are confident that this 
pleasant relationship will continue. Thank you very much for your 
courtesy during the course of this hearing. It was a pleasure to appear 
and answer your questions. 
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Wepnespay, Marcu 21, 1951. 
MOTOR CARRIER CLAIMS COMMISSION 


WITNESSES 


ERNEST M. SMITH, MEMBER 
RANDOLPH CARPENTER, MEMBER 


Funds available for obligation 








1950 actual 





1951 estimate 


1952 estimate 





Appropriation or estimate atin i ietnlaip td lap tinin tin 
Unobligated balance, estimated savings...................---- 


| 
$190, 000 | 
— 25, 700 | 


| 





Total obligations 


164, 300 | 





Obligations by activities 


Motor Carrier Claims Commission: 
1950 


Obligations by objects 





| 1950 actual 


Object classification 








Total number of permanent positions 
Average number of all employees 


Personal services 


Transportation of things 

Communication services 

Rents and utility services__- 

Printing and reproduction 

EN eS ere senna mee 
SE SE aS eS ee! 
Equipment 


20 
16 








$120,000 


10, 000 
500 

1, 500 
300 


10, 000 
20, 000 
1,000 
1, 000 





Total obligations 





164, 300 





40, 000 





Mr. Tuomas. Gentlemen, will the committe please come to order? 
We have the pleasure of having with us this afternoon the Motor 


Carrier Claims Commission. 


It is nice to see our distinguished 


friends, Mr. Ernest M. Smith and Mr. Randolph Carpenter, mem- 


bers of the Motor Carrier Claims Commission. 


Gentlemen, if either of you has a statement for us, we should be 


delighted to hear from you. 


Mr. Smiru. Mr. Chairman, we are sorry that the chairman, Mr. 
O’Hara, was unable to make this trip. With your permission we 


will just try to do as best we can between us. 
Mr. Tuomas. That will be very good. 


Mr. Smirn. Mr. Carpenter does have a statement for the Com- 


mission. 
Mr. Tuomas. Proceed, Mr. Carpenter. 
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GENERAL STATEMENT 


Mr. Carpenter. Gentlemen, I was appointed to this Commission 
and took the oath on September 25 last. The statement that I am 
about to make, of course, covers considerable matter prior to the time 
that I have been on the Commission. However, I have familiarized 
myself with practically everything that has taken place before the 
Commission and can state as a fact that these matters are true. 

Now, I do not want to burden the committee with a statement that 
they are familiar with. However, the statement I have here was 
along the lines that has been submitted. I will proceed with it, if 
that is your desire. 

Mr. Tuomas. Go ahead. 


CREATION OF COMMISSION 


Mr. Carpenter. As the committee knows, the Motor Carrier Claims 
Commission was created by Public Law 880, Eightieth Congress (en- 
acted July 2, 1948) to— 
hear and determine, according to law, existing claims against the United States 
arising out of the taking by the United States of possession or control of any of 
the motor-carrier transportation systems described in Executive Order Numbered 
9462, dated August 11, 1944 (C. F. R., 1944 Supp., p. 70). 

The Commission was not activated, by appointment and qualifica- 
tion of its members, until September 19, 1949. The first meeting of the 
Commission was on September 20, 1949; under the act, termination 


date is 2 years from the date of that meeting, or September 20, 1951. 
When the Commission was first activated, the law provided that claims 
must be filed by October 2, 1949, but shortly thereafter, by amendment 
contained in the Third Deficiency Appropriation Act of 1949, Con- 


gress extended the time for filing to April 2, 1950. 


NUMBER OF CLAIMS FILED 


One hundred and three claimants completed the filing of their claims 
shortly before the final filing date—April 2, 1950—the aggregate 
amount of such claims being $39,133,839.57, 

Upon its activation the Commission proceeded with its organiza- 
tion. Most of the claimants being located in a 15-State Midwestern 
area, headquarters were established in Kansas City, Mo. Rules of 
procedure were adopted. The Commission employed personnel only 
as needed, or as the need could be foreseen, with the allowance of a 
sufficient period of training for the highly involved legal work to be 
done. 


REPRESENTATION OF COMMISSION BY ATTORNEY GENERAL 


Under the act, it is the duty of the Attorney General or his assistants 
to represent the United States in claims before the Commission. It 
was not until sometime in April 1950, after service had been made on 
the Attorney General according to the rules of the Commission, that 
the Attorney General was able to assign a special assistant to the de- 
fense of the Government. Since he had to familiarize himself with 
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the task, this special assistant’ was granted additional time for filing 
answer to the various claims, so that it was not until May 24, 1950, 
that a case was at issue. 


HEARING OF FIRST CASE 


The first case was heard from the beginning by the full Commis- 
sion. Several continuances of this case were granted on motion of 
either plaintiff or defendant or both—none of such motions being op- 
posed by the opposite party—it being represented to the Commission 
on each occasion that additional time for preparation would eliminate 
the necessity for adjournments during the trial of the case and would 
actually expedite the ultimate completion of the case. After hearings 
covering approximately 6 weeks, the evidence in this case was closed. 
Oral argument was scheduled for January 29, 1951, before which time 
briefs were to be submitted. During argument in behalf of the plain- 
tiff, however, counsel for plaintiff requested that the evidence be re- 
opened ; and immediately thereafter presented a stipulation in which 
the Government agreed to such request. Thereupon, the request was 
granted, the case was reopened, and additional evidence was heard 
from both parties. The hearing of the case was again finally closed 
on Fbruary 13, 1951. While the plaintiff filed its original brief in 
January, the defendant’s brief was not received until last Saturday, 
Tg 17; and the plaintiff now desires to file a supplemental or reply 

rief. 


This case has been discussed in some detail in order to give the com- 


mittee an idea of the time required for the hearing of these cases, and 
also for the reason that this case has been considered by both parties 
as a test case; this fact has contributed to the size of the record and 
the number of legal questions presented for determination. 


HEARINGS IN OTHER CASES 


Counsel have represented to the Commission that the experience of 
trial of the first case and the possibility of incorporating large portions 
of the record in that case into the record in subsequent cases will speed 
up the rate of trial of these latter cases. Hearings have been begun 
by Assistant Commissioners (hearing officers) in 43 other cases; the 
taking of evidence in two of these cases has been completed except for 
the filing of stipulations as to adoption of material portions of the 
evidence presented in the case discussed above. After the evidence 
is taken in each of these cases, proposed findings are to be submitted to 
the Assistant Commissioner and he will report his findings to the 
Commission, after which the Commission will hear arguments and 
make a determination. Under the terms of the act, such determina- 
tion is subject to review by the Supreme Court; and in the event of 
such review by the Supreme Court in any case the Commission’s report 
to Congress cannot be made until after decision by the Supreme Court. 

The special assistant to the Attorney General charged with defend- 
ing the Government has had that task alone until January 1951, when 
ene assistant was assigned to him. The Commission cannot hear cases 
any faster than it is physically possible for attorneys for the claimants 
and the Government to try them. 
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The staff of the Commission was assembled gradually; and when 
it became apparent that the progress of the work would likely be 
hampered by the inability of the Attorney General to assign more 
attorneys to the defense of the claims, the Commission maintained its 
force at a size commensurate with the work which could be 
accomplished. 

APPROPRIATION AND SAVINGS, 1951 


The sum of $190,000 was appropriated for the Commission’s oper- 
ation for the fiscal year 1951. Of that sum, $25,700 has already been 
placed in budgetary reserve. Unless there is a further increase in 
men assigned by the Attorney General for defense of the claims so as 
to speed up the rate at which the cases can be heard, the Commission 
believes that by the end of the fiscal year there will be a further saving 
of about $20,000. 


PROPOSED EXTENSION OF COMMISSION 


Bills have been introduced in both the House and Senate to extend 
the life of the Commission until June 30, 1953. 


ESTIMATE, 1952 


The budget estimate of $40,000 is submitted on the assumption of a 
full-scale operation during July, August, and September 1951. In 
the event of the extension of the period of the Commission’s operation, 
there will be a supplemental request for the remainder of the fiscal 


year 1952, in the amount of $120,000. 

Mr. Tuomas. The termination date of the Commission is the 20th of 
September 1951. In that respect you have legislation pending to 
extend you until June 30, 1953; is that correct? 

Mr. Carpenter. Yes, sir. 


NUMBER AND VALUE OF CLAIMS 


Mr. Tuomas. You have 103 claimants, and their total claims are in 
the amount of $39,133,839.57. 

Mr. Carrenter. Correct. 

Mr. Tuomas. The Government is represented by attorneys from 
the Justice Department ? 

Mr. Carpenter. Yes, sir. 

Mr. Tuomas. You have already heard what you might say is the 
big case, on January 29. When you wrap that up, with the questions 
of law and everything, it will terminate a good many of your cases, or 
at least lighten your work? 

Mr. Sarru. It will settle a lot of questions as to our future. pro- 
cedure, 

OBLIGATIONS, 1950-52 


Mr. Tuomas. For the fiscal year 1950 you had 26 employees at a 
total salary cost of $76,410. For 1951 there are 20 employees at an 
estimated cost of $120,000. On the basis of the short fiscal year 1952 
you request 15 positions at a cost of $35,000; is that right ? 

Mr. Smirn. Yes, Mr. Chairman. 
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There is one statement there that would not be quite correct. We 
have never had over 20 actual employees including the members of 
the Commission. That 26 figure was what was recommended as the 
ceiling by the Bureau of the Budget, as I recall it, but we never 
reached that. 


REQUEST FOR 1952 


Mr. Tuomas. On the short year you are asking for only $40,000 % 

Mr. Smrru. That is correct. 

Mr. Tuomas. You say that if you are extended throughout the fiscal 
year 1952 you will need a supplemental of $120,000; is that correct? 

Mr. Smiru. That is correct. 

Mr. Putiures. What is this request for, $40,000 ? 

Mr. Smrru. Yes, sir. 

Mr. Anprews. For what period of time? 

Mr. Pwuuies. 3 months. 

Mr. Smiru. Almost 3 months. July 1 to September 20. 

Mr. Anprews. In the fiscal year 1952? 

Mr. Smiru. Yes, sir. 

Mr. Tuomas. Your total obligations, including other objects, was 
$93,442 for 1950 and $164,300 for 1951. You have $40,000 here for 
1952, including other objects and salaries. That is not accurate, is it? 

Mr. Smiru. Yes, sir; that is accurate. That is $35,000 for salaries, 
which figure for salaries, however, includes a considerable amount 
for terminal leave. 

Mr. Tuomas. Yes, I see that. 

Mr. Srru. By reason of the fact that that is figured on the basis 
of expiration. 

Mr. Tomas. Have you been to your legislative committee vet 

Mr. Smirn. No, sir. Those bills have just been introduced in both 
Houses. 

Mr. Tuomas. Gentlemen, there is nothing you all can do and there 
is nothing that this committee can do until the legislative committees 
extend your organization. The only thing that we can cooperate with 
you on at this time is the remaining part of the year; is that correct? 

Mr. Smiru. You mean on the period to September 20? 

Mr. Tuomas. That is right. 

Mr. Smiru. Yes, sir. 


SETTLEMENT OF CASES 


Mr. Puriiies. Of the 103 cases, was that the original number filed 
with you? 

Mr. Smiru. Yes, sir. 

Mr. Pricures. Have you settled any at all? 

Mr. Smirn. No, sir; not actually any. 

Mr. Priurs. You cannot settle any until this first case is settled? 

Mr. Smrrn. That is correct. 

Mr. Puitires. Then you have a precedent ? 

Mr. Smirn. We hope that the procedure will be very much speeded 
up after that. In fact, we are certain it will. It will not become au- 
tomatic, but it will take not nearly as much time as this one. 
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Mr. Carpenter. However, we expect that each case will have to be 
presented to us and tried. It will be simplified a great deal, with 
stipulations that will accept the evidence in the principal case and all 
that, but it will have to be tried to a certain extent. 

Mr. Tuomas. Thank you, gentlemen. 


Monpbay, Marcu 5, 1951. 
GENERAL SERVICES ADMINISTRATION 


WITNESSES 


JESS LARSON, ADMINISTRATOR OF GENERAL SERVICES 

RUSSELL FORBES, DEPUTY ADMINISTRATOR 

MAX MEDLEY, COMPTROLLER 

WILLIAM C. CLEARY, DIRECTOR OF MANAGEMENT 

MAXWELL H. ELLIOTT, GENERAL COUNSEL 

D. E. A. CAMERON, DIRECTOR, BUDGET DIVISION 

W. P. TURPIN, DEPUTY DIRECTOR, BUDGET DIVISION 

W. E. REYNOLDS, COMMISSIONER, PUBLIC BUILDINGS SERVICE 

G. HUNTER, DEPUTY COMMISSIONER 

0. JENNINGS, ADMINISTRATIVE OFFICER 

A. PETERS, DIRECTOR, BUILDINGS MANAGEMENT DIVISION 
L. NAGLE, DIRECTOR, REAL PROPERTY ACQUISITION AND 

UTILIZATION DIVISION 

C. D. WILLIAMS, DIRECTOR, NATIONAL INDUSTRIAL RESERVE 
DIVISION 

J. E. STRAWSER, REAL PROPERTY BRANCH, BUDGET DIVISION 

CLIFTON E. MACK, COMMISSIONER, FEDERAL SUPPLY SERVICE 

J. W. FLATLEY, DIRECTOR, SUPPLY MANAGEMENT DIVISION 

S. A. SNYDER, DIRECTOR, PURCHASE AND STORES DIVISION 

R. G. WINCKLER, DIRECTOR, PERSONAL PROPERTY UTILIZATION 
DIVISION 

W. S. MacLEOD, DIRECTOR, STANDARDS DIVISION 

W. E. HAYGHE, DIRECTOR, TRAFFIC MANAGEMENT DIVISION 

_P. C. JUMONVILLE, PERSONAL PROPERTY BRANCH, BUDGET 
DIVISION 

WAYNE C. GROVER, ARCHIVIST OF THE UNITED STATES 

H. E. ANGEL, DIRECTOR, RECORDS MANAGEMENT DIVISION 

EVERETT ALLDREDGE, CHIEF, RECORDS CENTERS BRANCH 

T. R. SCHELLENBERG, DIRECTOR OF ARCHIVAL MANAGEMENT 

B. R. KENNEDY, DIRECTOR, FEDERAL REGISTER DIVISION 

C. G. HARRIS, ADMINISTRATIVE OFFICER 

WALTER ROBERTSON, JR., RECORDS BRANCH, BUDGET DIVISION 


H. 
R. 
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Mr. Tuomas. Gentlemen, let the committee please come to order. 

We have with us this morning the General Services Administration. 
It is always nice to see our friends from that agency. We have with 
us Mr. Larson, the Administrator; Mr. Forbes, the Deputy Admin- 
istrator; Mr. Medley, the Comptroller; Mr. Cleary, the Director of 
Management; Mr. Elliott, the general counsel; Dr. Cameron, Di- 
rector of the Budget Division; Mr. Turpin, the Deputy Director, 
Budget Division; Mr. Reynolds, Commissioner of the Public Build- 
ing Service; Mr. Hunter, Deputy Commissioner; Mr. Jennings, Ad- 
ministrative Officer; Mr. Peters, Director, Buildings, Management 
Division; Mr. Nagle, Director, Real Property Acquisition and Utiliza- 
tion Division; Mr. Williams, Director, National Industrial Reserve 
Division; Mr. Strawser, Real Property Branch, Budget, Division; 
Mr. Mack, Commissioner of the Federal Supply Service; Mr. Flatley, 
Director, Supply Management Division; Mr. Snyder, Director, Pur- 
chase and Stores Division; Mr. Winckler, Director, Personal Prop- 
erty Utilization Division; Mr. MacLeod, Director, Standards Divi- 
sion; Mr. Hayghe, Director, Traffic Management Division; Mr. 
Jumonville, Personal Property Branch, Budget Division; Mr. Grover, 
Archivist of the United States; Mr. Angel, Director, Records Man- 
agement Division; Mr. Alldredge, Chief, Records Centers Branch; 
Mr. Schellenberg, Director of Archival Management; Mr. Kennedy, 
Director, Federal Register Division; Mr. Harris, Administrative Of- 
ficer, and Mr. Robertson, Records Branch, Budget Division. 

Mr. Larson, it is nice to see you and your very capable staff. If 
you have a statement for use we will be delighted to hear from you. 


GENERAL STATEMENT 


Mr. Larson. Mr. Chairman, I am not going to take up a lot of the 
committee’s time reading a prepared statement, because I know how 
busy youare. I have one, however, which reflects my thinking on this 
budget, which I would like to submit for the record. 

(‘The statement referred to is as follows :) 


Mr. Chairman and members of the committee, once again it is a pleasure for 
me and my staff to appear before you for the purpose of explaining the proposed 
programs of the General Services Administration for the fiscal year 1952 and 
to explain the appropriation estimates for financing these programs. 


AUSTERITY OF GSA ESTIMATES 


Subsequent to the transmittal of the 1952 budget to the Congress by the Presi- 
dent on January 15, 1951, the viewpoint has been advanced by several persons 
that the budget did not reflect the serious impact of the present emergency, 
particularly with regard to the so-called civil agencies of the executive branch. 
I cannot speak with informed knowledge concerning estimates of other executive 
agencies, but I can state emphatically that full consideration of the effect of the 
international situation has governed the submission of the estimates of GSA 
and the programs which they are designed to finance. 

Early last spring, we began intensive planning for our 1952 programs prepara- 
tory to the formulation of the estimates which are before you. At that time, 
there were no hostilities in Korea with the attendant disturbances in interna- 
tional affairs. Our forecasts of programs for 1952 were based on the continua- 
tion of the then existing national economy. Excluding the stockpiling program 
and programs subsequently transferred to other agencies under reorganization 
plans of 1950, our forecasts included 17 appropriation items for approximately 
$220,000,000 in appropriations and $206,000,000 in contract authorizations—or a 
total of approximately $426,000,000 in obligational authority. 
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On December 22, 1950, the President approved for inclusion in the 1952 budget 
only five appropriation items totaling approximately $156,826,000 in appropria- 
tions and no amount for contract authorizations. Almost the entire reduction 
of 12 appropriation items and obligational authority, totaling approximately 
$270,000,000, was attributable to ehanges in the national economy and develop- 
ments in the international field subsequent to the development of the forecasts. 
As a consequence, it is my considered opinion that the estimates of the General 
Services Administration for 1952 now reflect the reductions necessary to bring 
them in line with the existing situation and, in fact, represent a budget of 
austerity. Any further reduction will impair proportionately the facilities 
through which this Administration is required exclusively to provide services 
essential to the operations of other agencies of the executive branch. 


EXPANDED ACTIVITIES OF GSA 


Since last spring when we discussed the 1951 appropriation estimates, the 
regular mission of the General Services Administration, as defined in Public 
Law 152, has been expanded in scope and authority. Public Law 754 of the 
Fighty-first Congress, approved September 5, 1950, authorized GSA to develop 
and strengthen, as necessary, the Government-wide basic systems for real prop- 
erty and records management, as well as effecting a number of desirable minor 
changes in Publie Law 152. : 

Reorganization Plan No. 18, effective July 1, 1950, transferred to the General 
Services Administration from all Government agencies, with certain specified 
exceptions, functions with respect to acquiring and paying rentals for space 
in buildings by lease, and assigning and reassigning space in buildings in use; 
as well as functions concerned with the operation, maintenance, and custody of 
general purpose buildings owned and leased by the Government, including post 
office buildings not predominately for post office purposes. The transfer of 
these functions to General Services Administration represents a vast increase 
in its operational responsibilities and in the extent and effect of its real property 
management program and in the appropriation necessary for carrying them out. 

Under Reorganization Plan No. 20, approved September 23, 1950, a number of 


important functions were transferred from the Department of State to the 
General Services Administration. The functions thus transferred bore a close 
relationship to the archival and records activities of the General Services 
Administration. 


SHIFT FROM PEACETIME OPERATIONS TO PREPAREDNESS 


In the period of defense emphasis, the prime function of the General Services 
Administration to provide full implementation of the Federal Property and 
Administrative Services Act, as amended, should not be set aside. In my opin- 
ion, it is fortunate that the act was approved prior to the present emergency 
in order that General Services could be, at least to a partial extent, equipped 
to cope with the problems of property and records management. The last few 
months have demonstrated that it is essential to provide at a moment’s notice 
the services which are vital to the prompt mobilization of defense agencies 
without the delay, confusion, and in some instances, waste, experienced by defense 
agencies during World War II. 

In no better way could the soundness of concept and organization of General 
Services Administration be demonstrated than by reviewing its flexibility in 
adapting its programs to the quickly shifting emphasis from peacetime to defense 
during the last half of calendar year 1950. The committee will recall that the 
principal appropriation which was to finance the functions of Public Law 152 
was not only a new item but was materially reduced by the Congress and was 
not approved until after 2 months of the first quarter of 1951, thus causing a 
delay of final program and financing determinations until after enactment by 
the Congress. In the meantime, the shift from peacetime economy to prepared- 
ness had started and was proceeding at a rapidly accelerated rate which had 
both a direct and indirect effect on GSA. 

Defense agencies of the regular establishment expanded rapidly, requiring 
proportionately increased services in connection with the acquisition of new 
space, supplies, and space conservation through disposal of noncurrent records. 
In addition, new defense agencies were created pursuant to the Defense Produc- 
tion Act of 1950 which required immediate provision for space, supplies, records 
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management, and guidance in all manner of related functions. The importance 
of the defense effort was considered to be such that a considerable amount of 
time of the top executive and administrative staff was immediately diverted 
from developmental work in connection with the system of property and records 
management to the application of the methods of defense programs of GSA and 
other agencies. In addition, the Defense Production Act of 1950 and Executive 
orders issued pursuant thereto have placed specific responsibilities on the 
General Services Administration for carrying out programs of defense produc- 
tion. Estimates for these programs are not before us at this moment, and it is 
my understanding that they will be submitted later as amendments to the 1952 
budget. 

I have related this background to the committee since, to me, the preparedness 
program in which we are currently engaged dictates and emphasizes more than 
ever the need for real effective management of the entire governmental establish- 
ment and a large segment of such effort would apply to property management, 
both real and personal, and records management. We must put our ingenuity to 
work and muster all of our managerial skills in order to obtain the maximum 
from our budget dollar and simultaneously manage our property holdings 
shrewdly, utilize substitute materials wherever possible, and thus conserve our 
scarce and critical materials for immediately related defense needs. There ap- 
pears to be no better avenue for accomplishing these objectives than a more 
intense application of the coucepts expressed by the Congress in the enactment of 
Public Law 152 and the first amendment thereto, Public Law 754 (Sist Cong.). 


DUAL APPLICATION OF THE MISSION OF GSA 


The General Services Administration was created for the purpose of estab- 
lishing and maintaining effective, efficient, and economical systems of management 
of the Government’s real property, personal property, and records. And may 
I emphasize that the word “systems” is used in an all-inclusive sense which en- 
compasses the full gamut from initial acquisition to final disposal, including 
related or incidental operations? 

The mission of General Services Administration in providing these systems 
of management consists of two broad service responsibilities. 

One is the operating responsibility for the procurement of supplies, space, 
nonpersonal services, etc., and to make them available upon the needs of other 
agencies. 

The other is an external supervisory responsibility for the establishment of 
policies, regulations, and other determinations under which the other agencies 
of the executive branch operate in conjunction with these systems of management, 
as well as seeing to it that those operations are conducted in accordance with 
such prescribed policies, regulations, and determinations. 


IMPORTANCE OF GENERAL SERVICES ADMINISTRATION'S PROGRAMS AND SERVICES 


The authority of General Services Administration has been utilized since July 
1, 1949, to bring about efficiency and economy within the Administration and in 
the other Government departments and agencies. In its consideration of the 
1951 estimates, the subcommittee was informed of the material reduction made in 
the staff of the General Services Administration during the course of the first 8 
months of its existence. 

Savings brought about through GSA’s activities in behalf of other departments 
and agencies are worthy of attention. Typical examples of actual savings and 
economies effected by GSA during the fiscal year 1950 have been provided as a 
part of the budget presentation you are now considering. To mention a few of 
them: (1) By appropriate freight rate negotiations, the GSA brought about 
estimated savings totaling nearly $1,000,000; (2) a savings of approximately 
$300,000 was effected through proper handling of furniture procurement for the 
Quartermaster General; and (3) the GSA teletypewriter service brought about 
Savings approximately $80,000 during the year. In our management of real 
Property and records, a number of such instances of substantial savings are in- 
dicated. As the committee is aware, the measurement of savings effected is a 
complex and controversial task and therefore we have approached the problem 
With considerable conservatism. 

The General Services Administration, as its name indicates, is a service agency. 
The extent to which these services can actually be rendered depends upon the 
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adequacy of appropriations made to GSA for providing them. If appropriations 
are reduced to the point where the services provided by GSA become inadequate 
to meet the needs of other agencies, quite naturally, they will attempt to augment 
the services from their own funds. Such eventualities would Hamper the realiza- 
tion of the objectives of Public Law 152, as amended, and postpone indefinitely 
the effectiveness, efficiency, and economy contemplated by the enactment of this 
legislation. 

These remarks conclude my general comments about the programs of General 
Services Administration and the manner in which the financial plans therefor 
have been developed in the light of the current circumstances. 


OPERATING EXPENSES 


I presume that the committee will consider first the appropriation estimate 
for the item entitled “Operating Expenses— General Services Administration,” on 
which I would like to comment briefly. 

The committee will recall that in reporting the annual appropriation bill for 
1951, the committee was helpful in enumerating many of the functions for which 
this Administration has exclusive responsibility under Public Law 152, many 
of which have been intensified by the subsequent amendment to that act, to which 
I have referred previously. In recommending an appropriation of $76,500,000, 
subsequently raised to $78,500,000, the committee cautioned that the staffing 
of these programs should proceed slowly. I appreciate the wisdom of this counsel 
and I want to assure the committee that we adopted that policy and have carried 
it out in accordance with the spirit of the committee’s recommendations. 

This same policy has been reflected in the request for 1952. Under this 
proceed-slowly policy, only $3,062,860 has been included for increasing imple- 
mentation of Public Law 152, as amended, which is still far short of full-scale 
operations. Including this modest increase, the request for “Operating expenses” 
item for 1952 would have been approximately $75,500,000, which is $3,000,000 less 
than the appropriation for 1951. 

However, as I mentioned previously, three new sources of workload and expense 
have been imposed on GSA since the basis for the 1951 appropriation was estab- 
lished, the financing of which must be provided from the “Operating expenses” 
appropriation for the first time. 

Reorganization Plan No. 18 of 1950 transferred to GSA certain functions 
previously performed and financed by other agencies concerning general purpose 
and warehouse space. From the appropriation standpoint, increase in this 
appropriation to finance the expense of the transferred functions will be spread 
over at least 1952 and 1953. When all of the transfers are made and brought into 
this appropriation, the total increase will probably amount to some $45 million. 
For 1952 the Director of the Bureau of the Budget has determined that some 
$29 million would be included in the request of GSA and corresponding amounts 
were eliminated from the requests of transferring agencies. Of this amount 
$13.7 million is for operating leased buildings and $15.6 million for operating 
Government-owned buildings. 

Closely allied to Reorganization Plan 18 is the transfer to this appropriation 
of buildings leasing and management functions for agencies of the regular estab- 
lishment which were performed by GSA on a reimbursable basis during 1951. 
During that year this work amounted to approximately $38 million, but the 
Director, Bureau of the Budget, has determined that only some $7.4 million would 
be included in the 1952 request for GSA with corresponding reductions in the 
estimates of the other agencies concerned. 

The third major source of additional workload over 1951 is the management 
of newly completed or acquired Federal buildings. This additional work is esti- 
mated to cost and require $2.2 million for 1952 and that amount has been included 
in the estimate for 1952. 

In brief, the relation of this request for 1952 to the appropriation for 1951 is 
summed up in millions of dollars as follows: 


1951 appropriation in annual act 
Reductions in programs financed by this appropriation 
Added implementation of Public Law 152, amended 


Basic request for 1952 
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New workload items for 1952: 
Reorganization Plan 18, leasing functions 
Reorganization Plan 18, buildings management 
a management services for other agencies, reimbursable in 


Buildings management services in newly completed or acquired 
buildings 


1952 request for appropriation 


It is important to point out that of the total request of $114,400,000 for this 
item, almost $96,000,000 is for the payment of rents under existing leases and 
services in maintaining certain space now occupied by other agencies of the 
executive branch, which services are being provided during 1951 at a questionably 
low level. This appropriation is the only source of funds in the budget for 
1952 for payment of these expenses, and therefore, 84 percent of the estimate for 
this appropriation should be, in my opinion, classified in the irreducible category. 

Mr. Larson. There are a few points, however, that I might call to 
the attention of the committee. 


COMPLETION OF GSA ORGANIZATION 


_ First of all, I want to say that this is the first time that the General 
Services Administration has appeared before this committee with its 
ee having been completed. 

e have, during the current fiscal year completed our organization 
that we talked to you about last year. The principal point is the com- 
pletion of our field organization. We have decentralized our opera- 
tions to the field in 10 regional offices. 

I called to the attention of the committee what your plans were in 
this connection the last time we met a year ago, and told you what 
we planned to do. I am happy to report that this plan is completed 
and the operations of the General Services Administration are now 
carried on through these 10 regional offices. By operations I mean the 
actual carrying out of the work. There are some exceptions which we 
will point out as we present the different items of our appropriation 
that have been submitted to you. 

These offices and headquarters of these regions are located at the 
places indicated here on the map [pointing]. 

Mr. Tuomas. What is your variation from that map? There is 
7 thing I remember, in your storehouses. You have 12 rather 
than 10. 

Mr. Larson. We have two district offices, one at Cleveland where 
we have a stores operation to serve the eastern part of this big region 5. 
The other is a store operation in a subregional office of region 9 at 
Los Angeles. Because of the increasing Federal population there it 
has been proven to be an economical operation to break those regional 
stores down in those two regions into two operations; one at Chicago 
in the case of region No. 5 with the substore at Cleveland, and in the 
case of region No. 9 at San Francisco with a subwarehouse and store- 
issue operation at Los Angeles. 


CHANGE IN MAKE-UP OF APPROPRIATION 


Now, there has been a considerable change in the number of our 
appropriation requests as we submit them to you here today in com- 
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parison with the number submitted a year ago. You will recall that 
a year ago we appeared before you with, approximately, or, I think, 
exactly 20) items In our appropriation requests—20 separate appropria- 
tion items. You will find a breakdown in the submission on page 13, 

One of those 20 items a year ago was “Operating expenses,” and 
this committee appropr iated $7 8,500, 000 for that item. 

Another item in 1951 was $10,000,000 for “Renovation and improve- 
ment.” That has been reduced to $5,000,000 in the request which is 
now before you. 

There was another item of $10,000,000 for “Repair and preserva- 
tion.” That item is submitted again in the same amount. This com- 
mittee is familiar with the traditional use that the Public Buildings 
Servce has made of that particular item. 

_An item was submitted to you a year ago which amounted to 

$7,400,000 for refunds under the Renegotiation Act. It now appears 
that the $7,400,000 is not going to be adequate and that probably we 
will have to come back for a supplemental. In view of the present 
rate at which claims are being certified it appears that for the fiscal 
year 1952 they will run approximately $9,000,000, which is the amount 
we have requested. 

Mr. Puitures. Which item is that? 

Mr. Larson. Refunds under the Renegotiation Act. 

Mr. Anprews. Item No. 10. 

Mr. Larson. There is a new item added to the budget this year 
and in the appropriation request this year, called “Expenses, general 
supply fund.” 

You will recall that this committee granted additional working 
capital to build up the general supply fund from approximately 
$10,000,000 to $44,000,000. 

You will also recall that under the provisions of Public Law 754, 
which has passed since we met last year, and which was approved 
September 5, 1950, it provided that all of the expenses required to 
operate the supply system or the stores system as carried on in the 
Federal Supply Service in GSA would be appropriated or would be 
handled by direct appropriation in order that supplies be made avail- 
able to the various agencies of the Government at cost and the opera- 
tion cost would be taken care of by direct appropriation. 

Now, heretofore that cost has been borne by a surcharge which was 
added to each sale that was made from these stores to the other agencies 
of the Government, and here for the first time the item appears, $15,- 
426,000 for “Expenses, general supply fund,” approximately $4,500,- 
000 of which is for capital improvenients which are nonrecurring. 

Now, the entire budget structure reflects the adjustments in the 
appropriations of other agencies of Government that participate in 
this fund or in this stores : system by making appropriate reductions 
in their budget requests for supplies. 

Referring to the other items of the 20 which appeared last year, 
but which do not appear this year, one is “Strategic and critical mate- 
rials.” That item will be brought to this committee later on, depend- 
ing upon the developments in the international situation. 

The other items have laregly been transferred by reorganization 
plans to other agencies of the Government. 
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There is one other item, however, that I would like to call to your 
attention, that is “Sites and plans, $22,000,000.” That is still the 
responsibility of this Administration, but no appropriation request 
is submitted for that program for 1952. It was provided for in 
Public Law 105 of the Eighty-first Congress, as you will recall. 

That generally indicates, Mr. Chairman, the difference between the 
structure of our submission this year as compared with last year. 


OPERATING EXPENSES 


The third principal item which you are considering, here today is 
that of operating expenses, and you will recall about 2 years ago we 
consoldiated several administrative items and operating items into 
one appropriation item, “Operating expenses,” and I might report 
to you that that has worked very well, and this Administration is 
happy to have had the guidance and suggestions from this committee 
from time to time, one of the most valuable of which was part of the 
report of this committee last year which admonished this Administra- 
tion to go slow on stafling up some of these operations. I want to 
report to you that we have gone slow and we will continue to go slow. 
We are beginning to meet the requirements of the other agencies of 
the Government, and I think you will find in the case of most of those 
appropriations that we are operating in an economical and in an effi- 
cient manner. 

Now, I would like to call the attention of the committee to just one 
more thing before we get into the details of this operating-expense 
item, and that is this chart which I think will give you a graphic pic- 
ture pretty quickly of a comparison between the 1951 and 1952 
estimates, 

REDUCTIONS FROM 1951 


In order to make our 1951 appropriation of $78,500,000 comparable, 
as far as operating expenses may be considered to our 1952 estimate, 
there are certain items that were included in the 1951 estimate which 
are not carried over into 1952 estimate. So we strip those from the 
1951 appropriation. One of those items was the completion of lay- 
away phase of the National Industrial Reserve, a program causing a 
reduction of $2,900,000. The program having been completed, that 
item is nonrecurring, and is stripped out for the purpose of compari- 
son here. 

Now, last year we financed a part of operating expense of the gen- 
eral supply fund, namely, the indirect expense cost from this appro- 
priation. Until the passage of Public Law 754, on September 5, 
1950, that was all that we were required to carry by direct appropria- 
tion. That amounted to $2,600,000. 

For 1952 that is carried in this new appropriation item which I 
called to your attention a while ago, “Expenses, general supply fund,” 
which the Bureau of the Budget has required us to carry separately 
for 1952. 

Now, the reserve under section 1214 of the Appropriation Act of 
1951 is a part of the $550,000,000 reduction which the Congress re- 
quired the Bureau of the Budget to make. It amounts to $300,000, 
Minor adjustments in other programs amount to another $300,000. 
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Deducting those amounts from $78,500,000 leaves a basis for 1952 of 
$72,400,000. 


ADDITIONAL REQUEST FOR 1952 


Now, let us look and see what we have added in 1952 that was not 
included in 1951. 

First of all there are the expenses due to transfers to GSA under 
Reorganization Plan No. 18 of 1950. That plan‘had two sections, 
section 1 which pertains to leasing, and section 2 which pertains to 
buildings management. 

You will recall, in general, that the provisions of plan 18 provided 
for the transfer to the General Services Administration of the real 
property management responsibilities of the Federal Government of 
all properties where the majority of the space was for general pur- 
poses use. If space in a post-office building was more than 50 per- 
cent operated for a post office then it remained in the Post Office 
Department, but if it were less than 50 percent and the larger portion 
of the building administrative space was used by others, then it was 
transfered to the General Services Administration, 

Mr. Pumurrs. Whose plan was that? 

Mr. Larson. That was under Reorganization Plan 18, submitted 
by the President. 

Mr. Puiiurrs. Was this 50-percent stipulation in the plan? 

Mr. Larson. It does not say 50 percent. It uses the words, “pre- 
dominantly for post-office purposes.” 

You will cecal that up until the passage of plan 18 many agencies 


of the Government had authority to go out and lease space for their 
own use, and there was always a competitive situation existing insofar 
as space requirements were concerned. The Congress chose to cor- 
rect that by the inclusion of section 1 of this plan, which now places 
the responsibility for leasing in the General Services Administration. 

Now, portions of y <i ison that heretofore have been made 


to other agencies of the Government for leasing space are coming 
into this appropriation for the first time to cover the Coat functions 
transferred to the General Services Administration. 

In the case of leasing, that amounts to $13,700,000 for 1952. 

Now, this $13,700,000 does not include the entire workload insofar 
as these leases are concerned. There are still a large number of leases 
made by other agencies that have not yet been examined by the Bureau 
of the Budget, and, therefore, the money has not been transferred 
in this item to GSA for 1952. It is still carried in the appropriation 
— of various agencies that executed the leases originally, but 
will be reimbursed to GSA for that year. However, by 1953, that 
item should be completely in GSA. 

In the case of the management of these buildings that were trans- 
ferred to GSA under section 2 of plan 18, the amount added to this 
appropriation is ‘15,600,000. The appropriation requests of the 
transferring agencies have been reduced by that amount. 

Those two items brought about by plan 18 account for the larger 
part of the increases in operating expenses for 1952. 

Under Reorganization Plan 20, certain functions under the Depart- 
ment of State were transferred to GSA and its appropriation was 
reduced by $52,400, -as I reeall. 
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As to Public Buildings management services to other agencies 
which were reimbursable in 1951, you will recall that it has been 
the custom for agencies to provide in their appropriations the expense 
for the first year of increases in space requirements and services which 
are performed by GSA on a reimbursable basis and then, after the 
first year, it is transferred to GSA. These heretofore have been re- 
imbursable items and the amounts are now dropped out of other 
agency appropriations, and included in the GSA appropriation. 

As to the added amount for buildings management services for 
newly completed buildings, two of the largest are here in the District 
of Columbia, the General Accounting Office Building and the Federal 
Court Building. Since there is no space made surplus as a result of 
moving into them, the cost of operating those new buildings is a net 
increase of $2,200,000 for 1952. 

Now, those are the items which largely make up this $42,000,000 
increase over 1951, with the exception of one item of $3,100,000. 

The $3,100,000, as we will point out as we go through each activity 
of this appropriation request, is the amount of money that our basic 
programs ae been increased in order to meet our obligations under 
Public Law 152, our basic obligations in property management, in 
personal-property management, and records management. Those, 
in addition to this comparable figure in 1951 which I just quoted from 
this chart, make a total of $114,400,000. 

That, Mr. Chairman, is the conclusion of my statement. 

Mr. Reynolds is tied up in a Senate hearing on the dispersal bill. 
We could go right into the second item as it appears in your book in 


“Operating expenses”—namely, that on the Federal Supply Service— 
if that is satisfactory with the committee. 

Mr. Tuomas. Mr. Larson, you have made, as usual, a very fine, crisp 
statement. It has a lot of meat in it. 


OPERATING EXPENSES 
BREAKDOWN OF OTHER OBJECTS OF EXPENSE! 


In looking over this budget, after having spent some 9 hours on it, 
it is certainly a good one—a little short, about 400 pages—I noticed 
only one defect in it, and that is in arrangement. As far as substance 
is concerned, it is all there if you take the time to dig it out, with the 
exception of one thing, and that is a complete justification of your 
other objects. At no one place in here do I find one centralized table or 
justification for your “Other objects.” In some 10 or 15 parts of the 
budget there is a partial justification of “Other objects.” What do 
your “Other objects” total for the entire agency ! 

Mr. Larson. Mr. Chairman, I apologize for that oversight. The 
other objects are justified separately for each activity. 

Mr. THomas. That is only a partial justification, and some of the 
subheads are completely lacking in other objects. The other part is 
only about a 25- or a 75-percent justification. Can you give me that 
round figure ? 

Mr. Larson. I refer you to page 31 of the green sheets of the sub- 
mission, which is a break-down in accordance with the request of the 
committee. What you refer to as “Other objects,” I think, you will 
find beginning with 02 down through 15. 

Mr. THomas. Give me that figure, please. 
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Mr. Larson. That is approximately $48,000,000. It is the differ- 
ence between $114,400,000 and $66,422,067, which figures out 
$48,000,000. 

Mr. Tuomas. It would be well to give us a table on this. I want a 
break-down in rather crisp form for that $48,000,000. 

Mr. Larson. $47,977,933, Mr. Chairman, is the total of the “Other 


” 


objects,” I believe, as you have referred to them. That includes 
“Travel,” “Transportation of things,” “Communications,” “Rents and 
utility services,” and so forth, and we will prepare for you any infor- 
mation you wish. 

Mr. Tuomas. That figure of $47,000,000 plus is certainly out of line 
with the total of $114,000,000, unless you are putting in your rents and 
utilities under “Public Buildings Service.” 

Mr. Larson. You will note, Mr. Chairman, that $35,900,000 plus 
of that item is an item for rents and utility services for other agencies 
of the Government, which was increased from $14,600,000 plus to the 
present figure of $35,900,000 plus as a result of transfers to GSA 
under Plan 18, which I have just discussed. 

Mr. Tuomas. That is good information, and we want it in a com- 
plete justification with the exception of that item, because that is taken 
care of under “Public buildings and grounds.” 

(The matter referred to is as follows:) 


Summary statement on “Other objects” included in 1952 request for operating 
expenses 
Direct obligations : 
02: “Travel i... $471, 711 
03 Transportation of things 293, 045 
04 Communication services 424, 436 
05 Rent and utility services___ 5, 902, 312 
06 Printing and reproduction ; 517, 602 
OT Other contractual services___ 3, 704, 789 
OS Supplies and materials__- a. ‘ 5, 007, 983 
09 Equipment 1, 650, 055 
18 Refunds, awards, and ind 5 6, 000 
Total “Other objects”_____- 47, 977, 933 
Less rents and utility services for other Federal agencies 35, 902, 312 


Balance 12, 075, 621 


In the schedules of “Other objects” as printed in the budget for 1952 for the 
“Operating expenses” appropriation item, the amount of $35,902,312 is included 
for the payment of rents and utility services for space occupied by other Federal 
agencies. In considering the relation between the summary cost of “Other 
objects” to personal services or any other customary means of comparison, the 
cost of these services for other agencies should be eliminated, as has been done 
in the foregoing table. 

This same reduction applied to the total request for “Operating expenses” of 
$114,400,000 leaves $78,497,688, in comparison to which the balance of other 
objects of $12,075,621 is 15.4 percent, which compares favorably with the cus- 
tomary 20 percent. 

Although detailed justification has been submitted for the portions of each 
of the other objects required for each activity, the following summary statements 
are offered concerning the totals for each object. 

02 Travel, $471,711.—Travel has been estimated usually at an average rate of 
$15 per day, with $20 per day for a few positions. A total of some 29,600 days 
in travel status has been provided for which is an average of 1.2 days per position 
provided for in the estimate. 

03 Transportation of things, $293,045.—The principal amounts in this total 
are $209,800 for freight on fuel for heating Government buildings and $40,000 
for transportation of records of other agencies to records centers. 
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04 Communication services, $424,436.—This item averages $17.23 per position 
per year, including local and long-distance-phone service and teletype service. 

06 Printing and reproduction, $517,602.—The principal amounts in this total 
are $82,500 for bid invitations for the purchase of supplies by other agencies ; 
$82,985 for listings of excess and surplus property of other agencies ; $104,230 for 
commodity identification cards and pamphlets; $86,018 for administrative orders, 
regulations and other staff material ; $62,240 for slip laws and archival materials 
for other agencies. 

0? =Other contractual services, $3,704,789.—The largest share of this item is 
$2,324,000 for the $96 million operating program for management of buildings 
occupied by other agencies. Other large portions are $220,689 for protection and 
maintenance contracts and other related services on surplus real property in the 
custody of General Services Administration ; $392,800 for space services in rec- 
ords centers and $631,726 for protection and maintenance contracts on prop- 
erties held in the national industrial reserve. 

OS Supplies and materials, $5,007,983.—Over 90 percent of this amount, $4,- 
526,000, is for cleaning and building maintenance supplies for managing space 
occupied by other agencies. $297,100 is for materials used in maintaining the 
national industrial reserve. Only $184,883 is for usual administrative supplies. 

09 Equipment, $1,650,055.—Equipment replacements in connection with the 
management of buildings occupied by other agencies require $1,030,000 of this 
total. $545,600 is necessary for initially equipping the six new records centers 
and expansion of the four present centers. $17,670 is included for replacing 15 
worn-out automobiles. 

Mr. Larson. May I point this out, Mr. Chairman: That I think it 
is important to understand that of the total request for $144,400,000 
almost $96,000,000 is for the payment of rents under existing leases 
and services and maintaining certain space which is now occupied by 
other agencies of the executive branch, which services are being pro- 
vided during 1951 at a questionably low level. 

r . . . . « o . 

This appropriation is the only source of funds in the budget for 
1952 for the payment of these expenses; and, therefore, 84 percent 
of the estimate for this appropriation is classified as irreducible 
because it calls for the furnishing of space—for both management 
of that space and the payment of rents and utilities for other agencies 
of the Government. 


PROGRAM AND PrerrorMANCE, GSA Acrivities 


Mr. Tuomas. Mr. Reporter, at this point in the record will you 
insert the language under the subhead “Program and performance” 
on page 99 of the committee print and also on page 100, page 101, 
page 102, page 103, page 105, page 107, page 110, page 113, and page 
114, the short paragraph appearing on page 117, page 119, which is 
under renegotiation; page 122, page 125, dealing with the “General 
supply fund”; and, likewise, pages 126 and 133. 

These are a few of the items that have been completed and are not 
carried in the budget for 1952, but it is well to have a few sentences 
there telling why. 

(The matter referred to is as follows:) 

OPERATING EXPENSES 
PROGRAM AND PERFORMANCE 

The substantial increase of $35,900,000 in the estimate for 1952 over the 
appropriation for 1951 reflects equally substantial increases in workload and 
performance of operating activities due to the following general changes: (1) 


Transfer of functions from other agencies Reorganization Plans Nos. 18 and 
20 of 1950, amounting to $29,380,616 ; (2) covering into this appropriation certain 
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buildings management services performed on a reimbursable basis for other 
agencies in 1951, amounting to $7,445,000; (3) normal increase in workload 
of buildings management services, $2,203,000; (4) advance from the planning 
stage to actual performance in the systems of property and records management, 
$3,062,860. Decreaves in workload and performance under this appropriation 
which partially offset those increases total $6,191,476, consisting of (1) com- 
pletion of lay-away phase of the National Industrial Reserve program, $2,935,027 : 
(2) transfer of certain functions pertaining to the operation of the genera| 
supply fund to the new appropriation for that purpose in 1952, $2,644,591; (3) 
miscellaneous minor adjustments, $611,858. 

1. Public buildings service.—This service plans, develops, and administers 
programs dealing with the acquisition, construction, utilization, management, 
and disposal of buildings and other real property and functions related thereto, 
as well as management of public utilities services. 

The performance of two activities of this service which deal with buildings 
management is substantially greater than that provided for in the appropriation 
for 1951, due to the transfer from other agencies of 113 general-purpose buildings 
under Reorganization Plan No. 18 of 1950. 

(a) Buildings management in the District of Columbia.—Management, opera- 
tion, maintenance, protection, and repair of 48,200,000 square feet of -Govern- 
ment owned and leased space financed by direct appropriation in 1952 is an 
increase of some 2,300,000 square feet over that estimated for 1951, due principally 
to completion of the new General Accounting Building and the Federal Courts 
Building. Joint-use communications services and other related special services 
in 1952 are relatively at the 1951 level. About 72 percent of this activity is 
financed by direct appropriation and the balance from reimbursements by 
occupying agencies. 

Similar functions performed for space occupied by expanded Department of 
Defense, Selective Service, and defense-connected agencies are supervised under 
this activity, although the operations are financed from other sources. 

(b) Buildings management outside the District of Columbia.—Management, 
operation, maintenance, and protection of 50,200,000 square feet of Government 
owned and leased space financed by direct appropriation in 1952 is an increase 
of 5,400,000 square feet over that estimated for 1951. 

Except for increased space acquired by the completion of new Federal buildings 
at Nashville, Tenn., and Columbia, 8S. C., almost the entire increase of this 
activity over 1951 has already been offset by reductions in the estimates for 1952 
of other Federal agencies for (1) space operated during 1951 on a reimbursable 
basis, (2) payment for rents and related contracts covering 1,435 leases trans- 
ferred to this Administration under section 1 of Reorganization Plan No. 18 of 
1950, and (3) 111 general-purpose buildings containing 16,800,000 square feet of 
space transferred to this Administration during 1951 under section 2 of Reor- 
ganization Plan No. 18 of 1950. 

Similar functions performed for space occupied by expanded Department of 
Defense, Selective Service, and defense-connected agencies are supervised under 
this activity, although the operations are financed from other sources. 

(c) National industrial reserve.—Continued maintenance in lay-away condi- 
tion of a reserve of 55 Government-owned industrial plants having a total residual 
acquisition cost of $663,000,000 is included in the 1952 estimate gt a decreased 
cost of about 28 percent below the 1951 program. Continued maintenance of a 
reserve of machine tools and industrial equipment having an acquisition cost of 
approximately $12,000,000 for 1952 represents a decrease of about 50 percent 
under the 1951 program. Rehabilitation of certain industrial plants in 1951 is 
being supervised under this activity but accomplished with funds transferred 
from other sources. 

(d) Space acquisition and utilization.—The use of 120,000,000 square feet of 
Government owned and leased space is controlled, leasing services for acquisition 
of rented space are provided, and maximum utilization of occupied space and 
excess real property throughout the executive agencies is promoted. Functions 
involving the servicing of approximately 2,600 leases were transferred in 1951 
from other Federal agencies to this Administration under Reorganization Plan 
No. 18 and are being performed on a reimbursable basis. Amounts for servicing 
1,435 of these leases have been deducted from the 1952 estimates of other agencies 
and this estimate increased accordingly. Servicing of the remaining leases will 
be continued on a reimbursable basis for 1952. 

(e) Surplus property management and disposal.—Provision is made for pro- 
tection and maintenance, pending disposal, of surplus real property with a 
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declared value of $34,800,000 and the servicing of 710 mortgages and leases. 
Rescreening during 1951 of the current inventory for defense needs delayed dis- 
posals but may accelerate disposal of surplus real properties not required in the 
defense effort during 1952. Income from sales, mortgages, and leases is estimated 
at $67,750,000 for 1952. 

(f) Buildings design and supervision.—Provision is made for a nucleus tech- 
nical staff to supervise over-all regular and emergency programs involving 
design, construction, and remodeling of buildings. 

(g) Public utilities management.—Technical engineering and utility rate 
studies are made, contracts negotiated, and the Government represented as a 
user of utilities services before Federal and State regulatory bodies, to obtain 
the most economical necessary utilities services. The increase for 1952 will make 
it possible to serve several important untouched areas which, when given 
adequate attention, should yield a substantial saving to Federal agencies re- 
quiring public utilities services. 

2. Federal supply service.—This service manages the programs dealing with 
the procurement and supply of personal property and nonpersonal services, 
except public utilities services, and related functions for the civil agencies. The 
estimate for 1952 reflects a major shift in financing the activities of this 
service due to the proposal for a separate appropriation covering all of the 
expense of operating the Nation-wide supply system, much of which was pro- 
vided by the operating expenses appropriation in 1951. 

(a) Supply management—Development of policies, regulations, procedures, 
and instructions pertaining to the Federal supply system is planned and co- 
ordinated. Biennial on-the-site surveys of 24 of 105 civil agencies which have 
sufficient supply problems to warrant such attention will be started in 1951. 
For 1952, 48 such surveys are scheduled. 

(b) Purchasing—Commodities and services of common use by civil agencies 
which are not feasible to supply through the stores system are procured by 
means of Federal supply schedule contracts against which the agencies place 
orders. The program for 1952 contemplates doubling the coverage of 1951 con- 
tracts by decentralizing the purchasing in the field, thereby including local 
sources and small-business enterprises. 

(c) Property utilization and disposal.—Personal property which is declared 
excess by executive agencies is screened for need and transfer to other agencies 
or, if found to be surplus to the needs of the Government, is disposed of under 
the supervision of this staff. Initiation of an active program in 1951 is dis- 
closing such substantial accumulations of idle property as to necessitate doubling 
the performance for 1952 in order to achieve satisfactory utilization or disposals. 

(d) Commodity specifications.—Satisfactory standards of quality and other 
characteristics of commodities to be purchased are established by the develop- 
ment and establishment of Federal specifications. The program for 1952, as is 
the case in 1951, provides for keeping abreast with normal requirements for about 
275 new or revised specifications, as well as a slight inroad into the backlog 
of 1,300. 

(e) Commodity cataloging.—Provision is made for development of the civil- 
agency portion of the Federal catalog and collaboration with the Munitions 
Board cataloging agency in development of the portion covering items of common 
use between the civil and military agencies. Defense programs resulting from 
the international situation make it essential to accelerate preparation of the 
Federal catalog. The increase for 1952 provides for doubling the 1951 produc- 
tion rate, 

(f) Commodity inspection.—Assurance that commodities purchased comply 
with specified standards of quality and other characteristics is provided by 
inspections of manufacturers’ plant facilities, laboratory tests, and samples. 
Supervision of all such activities in the Administration is provided for here, as 
well as the performance of such services in connection with Federal supply 
schedule contracts. Performance in 1952 will be about 50 percent above 1951, 
in order to cover the increase in numbers of such contracts. 

(7g) Traffic management.—A centralized service to all agencies provides an 
efficient and adequate source of data, rates, operating methods, and procedures, 
as well as a central point for negotiation with carriers as to rates and other 
matters concerning the transportation of Federal property estimated to cost 
some $400,000,000 annually. ‘Facilities were provided for 1951 which would 
cover some 27 percent of traffic preblems. The estimate for 1952 provides for 
a coverage of about 60 percent, with an estimated annual saving of some 
$5,000,000. 
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3. National Archives and records servioe.——This service is responsible for 
planning, development, and administration of programs which contribute to the 
establishment and continuation of a Government-wide system of records man- 
agement, including the operation of the National Archives Establishment. 

(a) Records management.—Prompt and systematic elimination of records 
from current offices is secured through on-the-site surveys; staff assistance is 
provided, including training personnel in records management procedures ; guides 
and standards for agency programs, especially those restricting the creation of 
new records, are developed and promulgated. In 1952, 20 agency surveys will 
be made, as compared to 10 scheduled for 1951; 3,000,000 feet of records will 
be scheduled for disposal in comparison te 1,000,000 in 1951; and the develop- 
ment of standards, staff assistance, and training will be accelerated. 

(b) Records centers —Housing, administration, and systematic disposal of 
records not needed in the current work of Federal agencies is provided by a 
system of records centers, resulting in over-all economy and efficiency. In 
1951, four regional Federal records centers were established in Washington, 
D. C., New York, Chicago, and San Francisco to handle some 400,000 cubic feet 
of records. In 1952, six additional records centers will be established, and the 
volume of records administered will be increased to 1,300,000 feet, resulting in 
space and equipment savings alone of $3,250,000. 

(ce) Microfilming.—Space required to store paper records is reduced by convert- 
ing them to compact microfilm form, valuable permanent archives are preserved, 
and duplicates of vital Government documents provided for security reasons. 
The 1951 program deals with a pilot study to determine techniques and costs 
which will be continued through 1952. 

(d) National Archives.—The selection, preservation, arrangement, cataloging, 
and servicing of the archives of the Federal Government comprise the regular 
functions of the National Archives. The 1951 program provides for limited ac- 
tivity on (1) identifying and cataloging records, with emphasis on the records 
of World War IT agencies; and (2) repairing and preserving archives requiring 
rehabilitation. Slight increases in both of these functions are provided for in 
1952. <A 5-percent increase in reference services is expected in both 1951 and 
1952. 

(e) Federal Register—tThe daily issue of the Federal Register, the Code of 
Federal Regulations, the United States Government Organization Manual, the 
slip laws, and the United States Statutes-at-Large are published. 

(f) Franklin D. Roosevelt Library.—Manuscripts, books, prints, paintings, and 
other historical material received from Franklin D. Roosevelt and related ma- 
terials acquired from his contemporaries are preserved, cataloged, and serviced. 
Opening of a major part of the Roosevelt papers in March 1950, has resulted 
in a continued increase of reference services. Work on the 80-percent backlog of 
unprocessed holdings will be continued in both 1951 and 1952. 

4. Beecutive direction and staff operations —The central office and 10 regional 
offices, the immediate staff of the Administrator, and staff officers provide finan- 
cial management, administrative management, legal, informational, investiga- 
tive, and related services for all of the activities financed by this appropria- 
tion. Operating services of similar nature for other programs are financed di- 
rectly from the respective appropriations but are supervised by this staff, 


SITES AND PLANNING, PusLic BUILDINGS OUTSIDE THE DISTRICT OF COLUMBTA 
PROGRAM AND PERFORMANCE 


Sites are acquired and drawings and specifications prepared for a shelf of 
public buildings projects for future construction under a total authorization of 
$40,000,000. 

As a result of the international situation, it was determined early in September 
1950, to limit the program to acquisition of sites and design of defense-connected 
projects and those projects essentially needed to meet critical civilian require- 
ments. 

The revised program contemplates the acquisition of 94 of the authorized total 
of 415 sites, leaving 321 for future consideration. As of September 10, 1950, 
commitments for 81 of the 94 sites had been made and the balance are scheduled 
for commitment by June 30, 1951. The revised program also contemplates com- 
pletion of design of 16 high-priority projects through June 30, 1952, leaving 444 
for future determination. 
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RENOVATION AND IMPROVEMENT OF FEDERALLY OWNED BUILDINGS OUTSIDE THE 
DISTRICT OF COLUMBIA 


PROGRAM AND PERFORMANCE 


Federally owned buildings outside the District of Columbia are renovated 
and improved under a program for which appropriations of $30,000,000 are auth- 
orized. The authorization limits projects to those costing $25,000 or more and 
includes such items as expansion of mail-handling facilities, renovation and 
modernization of marine hospital facilities, improvement of lighting systems, 
and replacing boiler and heating equipment. 

In comparison with the accomplishment of 91 high-priority major renovation 
and repair projects scheduled for 1951, 45 urgent projects are proposed for ac- 
complishment in 1952 at a cost of $5,000,000. This will leave an unappropriated 
authorization of $5,000,000. 


REPAIR, PRESERVATION, AND EQUIPMENT, OUTSIDE THE DISTRICT OF COLUMBIA 
PROGRAM AND PERFORMANCE 


Normal minor repairs, preservation, and equipment are provided for 5,435 
Federal buildings outside the District of Columbia which were constructed or 
purchased at a cost of approximately $1 billion. The current workload includes 
buildings containing approximately 3% million square feet transferred from 
other agencies to the jurisdiction of the General Services Administration pur- 
suant to section 2 of Reorganization Plan No. 18 of 1950. 

The program for 1952 contemplates the accomplishment of the most urgent 
repair and preservation work where the cost is less than $25,000. Projects cost- 
ing $25,000 or more are provided for under a separate appropriation. 


GENERAL ACCOUNTING OFFICE BUILDING, DISTRICT OF COLUMBIA 
PROGRAM AND PERFORMANCE 


This project is for the design and construction of a building for the use of 
the General Accounting Office in Washington, D. C. Total cost is limited to 
$25,400,000. The building was 32 percent complete on June 30, 1950. The present 
schedule proposes 85 percent completion by June 30, 1951, and 100 percent com- 
pletion by September 15, 1951. 


RENOVATION AND MODERNIZATION, EXECUTIVE MANSION 
PROGRAM AND PERFORMANCE 


This project is for renovation, repair, and modernization of the Executive 
Mansion. Total cost is estimated to be $5,400,000. The project is scheduled for 
approximately 85 percent completion by June 30, 1951, and 100 percent com- 
pletion by November 1951. 


STRATEGIC AND CRITICAL MATERIALS 


PROGRAM AND PERFORMANCE 


Strategic and critical raw materials needed in the national defense to supple- 
ment supplies expected to be available from deepndable sources in an emergency 
period are acquired, stockpiled, and maintained. In addition to the amounts 
thus far appropriated for 1951, there is pending a further supplemental appro- 
priation of $1,834,911,000. Since requirements for 1952 are not yet firm no esti- 
mate is being submitted to the Congress at this time. A tentative amount of 
$1,000,000,000 for 1952 is included in the Budget tables. 


REFUNDS UNDER RENEGOTIATION ACT 


PROGRAM AND PERFORMANCE 


The funds are for refund payments due war contractors upon approval of 
claims presented under the provisions of title VII of the Revenue Act of 1943. 


80203—51—pt 2——19 
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The indicated funds are to cover net amounts refunded to contractors after 
calculation of the Federal tax benefit, as well as interest costs which the Tax 
Court may order to be paid in a few instances. 

As of July 1, 1950, there had been received 3,332 claims, aggregating over 
$125,396,000. The total program is estimated at 6,000 claims, with a gross dollar 
value of $226,000,000, resulting in net refunds of $56,000,000 after calculation 
of the Federal tax benefit. 

In 1952, it is estimated that claims having a gross value of $40,200,000 will 
be cleared for payment at a net settlement value of $9,000,000. Experience over 
a 3-year period indicates that final payments average 22.4 percent of gross value 
of claims. 


GENERAL Suppry FunpD 


PROGRAM AND PERFORMANCE 


The purchase of materials and services required by the various Federal agen- 
cies and the District of Columbia is financed by the general supply fund. The 
fund is charged with payments made for services and materials purchased and 
reimbursed with payments received from the various agencies of the Govern- 
ment to which the services and materials are sold (41 U. S. C. 7A-C). Any sur- 
plus arising out of the operations of the fund, determined as a result of audits 
made by the General Accounting Office, is returned to the Treasury as miscel- 
laneous receipts. 

The actual sales at cost for the fiscal year 1950 and the projected sales for the 
fiscal years 1951 and 1952, exclusive of interwarehouse transfers, and surplus 
typewriter sales follow: 





Fiscal year Stores issues ES Total 








1950 actual__-__-_--- $25, 964, 215 | $51, 102 $77, 066, 720 


1951 estimated | 35,021, 677 56, 588, 000 91, 609, 677 
588, 000 | 


1952 estimated 88, 000, 000 61, 149, 588, 000 





During the fiscal year 1951 the total capital appropriated to the general supply 
fund was increased from $10,000,000 to $44,000,000 in order to expand the stores 
system to carry a more adequate stock of common use items required by the 
agencies. 

The sharp increase over 1950 in stores issues estimated for 1952 is made pos- 
sible by the increased capital. Partial effect of this increase is reflected in 
the estimated amount of stores issues and direct deliveries for 1951. 

Pursuant to Public Law 754, Eighty-first Congress, availability of the fund 
is limited to recovery of the purchase price, the transportation cost to first stor- 
age point, inventory losses, the cost of personal services employed directly in 
the repair, rehabilitation, and conversion of personal property, and the cost of 
amortization and repair of equipment utilized for lease or rent to executive 
agencies. Expenses for operating the fund are provided for under the appro- 
priation “Expenses, general supply fund.” 


EXPENSES, GENERAL SuPPLY FUND 
PROGRAM AND PERFORMANCE 


This item appears in the budget as a separate appropriation for the first time 
to provide by direct appropriation funds necessary to operate the “General supply 
fund, General Services Administration.” The general supply fund is a revolving 
fund through which the General Services Administration purchases materials 
required by the various Federal agencies and the District of Columbia, on a re- 
imbursable basis. 

During the fiscal year 1951 operating expenses are being financed from two 
sources: (1) indirect costs out of “Operating expenses, General Services Admin- 
istration” and (2) direct costs out of surcharges paid on agency purchases under 
the general supply revolving fund. 

Establishment in fiscal year 1952 of a direct appropriation to defray both 
types of costs, thereby consolidating all expenses of doing business in one item 
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and at the same time obviating the need for surcharges payments by the agencies, 
is made possible under provisions of Public Law 754, approved September 5, 
1950. That law, in amending the Federal Property and Administrative Services 
Act of 1949, limits the availability of the revolving fund, with some exceptions, to 
purchase price plus certain transportation costs, subject to a determination by 
the Administrator of General Services that appropriated funds are adequate 
to effectuate its purposes. 

Provision is made in the appropriation for expanding the existing staff to the 
extent necessary to handle an estimated sales at cost of $150,000,000 during 1952. 
This represents an increase of 63 percent as compared with the $92,000,000 esti- 
mated for 1951. The substantial increase in sales is made possible by the in- 
crease in appropriated capital under the revolving fund from $10,000,000 to 
$44,000,000, approved in 1951 appropriation acts. Aside from certain nonrecur- 
ring costs necessary to expand the warehousing plants to accommodate the added 
volume of business estimated at $4,061,800, operating expenses are in direct 
proportion to the volume of business. The sum of $14,364,200 requested for 
recurring costs, including $2,805,200 for new space rental, is directly related to 
the estimated $150,000,000 sales at cost. Additional funds will be required if 
sales significantly exceed that level. 

1. Purchasing.—Purchases are made of new stock items, for replenishment 
of warehouse and fuel-yard stocks, and for direct delivery to the ordering agen- 
cies. Purchasing activities were decentralized to the field in November 1950 in 
order to increase participation of small business firms, avoid excessive transpor- 
tation costs, and save delivery time. Stock and replenishment purchases dur- 
ing 1952 are estimated to increase 150 percent over 1951. Direct delivery pur- 
chases are estimated to increase by 9 percent. 

2. Stores operation.—Items which are in common use by executive agencies 
are received, stored, and issued to ordering agencies through a Nation-wide 
system of supply centers. Solid and liquid fuels are furnished to Federal and 
District of Columbia agencies located in or near the District of Columbia. Sales 
at cost in 1952 are estimated to increase by 63 percent as compared with 1951. 
Provision is made for a corresponding increase in store facilities as well as 
personnel, 

3. Repair shops and equipment pools.—Policies, regulations, and procedures 
are developed pertaining to the Government-wide services of repair and rehabili- 
tation of personal property and the maximum utilization of motor equipment. 
In addition, general supervision of the repair shops and equipment pools is pro- 
vided. Direct labor and actual material costs incident to the repair work will 
continue to be paid out of the general supply fund from surcharges recovered 
from the requisitioning agencies. Provision is made for additional supervision 
resulting from the planned expansion of the Washington shops and the estab- 
lishment of similar shops in 10 field locations. 

4. Commodity inspection—Materials purchased through the general supply 
fund are inspected for compliance with contract specifications. Inspections and 
tests are performed either at the manufacturing source, at General Services Ad- 
_  tiinistration laboratories, or by other laboratories especially equipped for the 
' purpose. The increased volume of purchasing estimated for 1952 as compared 

to 1951 will increase the inspection and testing workload by approximately 42 
percent, 
5. Trafic management.—Transportation and traffic information service is 
provided in connection with freight movements incident to revolving fund op- 
; erations, 
3 6. Staff operations.—Legal, financial, administrative, informational, and in- 
|  vestigative services incident to the revolving fund operations are provided under 
this activity. Provision is made for a 100-percent expansion in staff services 
incident to the 150-percent increase in volume of stock and replenishment pur- 
chases resulting from the increased capitalization of the revolving fund. 



















































CONSTRUCTION, PURCHASE, REMODELING, AND DESIGNING BUILDINGS OUTSIDE THE 
DISTRICT OF COLUMBIA 


PROGRAM AND PERFORMANCE 







This is to (1) purchase and remodel certain Federal buildings, (2) construct 
extensions to marine hospitals at San Francisco and Seattle, and (3) design 
public buildings for future construction. Total cost is limited to $13,000,000. 
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The purchase portion of the program has been completed, and it is contem- 
plated that remodeling work will be completed during fiscal year 1951. Contract 
for an extension to the hospital at San Francisco was awarded June 15, 1950, for 
completion in 25 months. The program proposes the award of contract by June 1, 
1951, for an extension to the marine hospital at Seattle for completion in 16 
months. It is contemplated that all projects in this cumulative program for 
design of public buildings for future construction will be under way by the end 
of the 1952 fiscal year. 












OPERATING ExpENSES 


Mr. Tromas. Now, Mr. Reporter, will you also insert at this point 
in the record page 24 of the justifications. 
(The matter referred to is as follows:) 














Operating expenses—Reconciliation of 1951 appropriation with 1952 estimate 





Appropriation in 1951 act 
Adjustments during 1951: 


spittin wpe neesanestinee nade lean ohith Stesiptoadas es aie yk pA A OO 


Additions : 
1. Reorganization Plan 18, sec. 2 transfers in 
MN aha ker ek Se Be $15, 595, 873 
2. Reorganization Plan 20, transfer from 
Miate Department. oo ek. 52, 400 


3. Rehabilitation of plants, transfers from 


strategic and critical materials______.____ 14, 000, 000 = 29, 648, 273 













Appropviation::- 1001, adjusted. 2... se ss ks 108, 148, 273 






Comparable transfers from agencies to annualize trans- 
forse under'plan 16,900) 3oso ati ik 134, 623 







108, 282, 896 



















Reductions: 


4. Reserve under sec. 1214._---_____________ $300, 000 
5. Comparative transfer to “Expenses, gen- 
opal emein Mame. goes secs 2, 644, 591 
——————-__ 2, 944, 591 
105, 338, 305 


Changes 1951 to 1952: 
Additions : 
6. Reorganization Plan 18, leasing functions... 13, 712, 500 


7. Transfer to this appropriation of buildings 
management functions from reimbursable 


CO Ge 5, (iam cere Elie tps er ress tod Fee ES RT 7, 445, 000 
8. Additional management of newly completed 
oS EAU eee 
9. Advance of operating programs from plan- 
F Ning to performance. .3. he 3, 062, 860 
i ——————_ 26, 423, 360 





131, 761, 665 
xceductions : 
10. a. Nonrecurring transfer from strategic 


and critical materials__.__._--____-_ 14, 000, 000 
b. Completion of lay-away phase of na- 
tional industrial reserve program___. —_ 2, 935, 027 


ec. Nonresurring expense items included 
under Reorganization Plan 18, build- 


ings management___~_---.--u_-----_ 134, 780 
d. Minor changes in programs, net_----_ 291, 858 


17, 361, 665 
Rupttgeee SO i a a ee __... 114, 400, 000 
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Mr. Tuomas. The item for operating expenses is broken down under 
four big subheadings. One is “Public Buildings Service,” two is 
“Federal Supply Service,” three is “National Archives and Records 
Service,” and four is “Executive direction and staff operations.” 

This table on page 24 shows the appropriation for 1951 was $78,500,- 
000 against an estimated request for 1952 for $114,400,000. What was 
the sum impounded by the budget, was it $300,000 or $600,000? <Ac- 
tually $300,000 was impounded by the budget and you made an 
adjustment of $300,000 in other programs. Does the sum total of your 
impounded funds for 1951 represent $300,000 or $600,000 4 

Mr. Larson. $300,000. 

Mr. Tuomas. $300,000 ? 

Mr. Larson. Yes, sir. 

i Tuomas. Now I am going to skip about 375 pages and go back 
over here. 


SUMMARY AND ANALYSIS OF EMPLOYMENT, 1951 AND 1952 


At this point, Mr. Reporter, insert in the record page 369 and the 
tables appearing on pages 370 and 371 of the justifications. 
(The matter referred to is as follows :) 


ESTIMATES OF APPROPRIATIONS, 1952—SUMMARY OF EMPLOYMENT, 1951-52 


The following table is included in order to bring together in one place all 
employment of GSA for 1951 and 1952 as shown in the several schedules of per- 
sonal services in the budget for 1952. The table has been prepared to show 
employment for each appropriation item, or other fund item which provides 
for personal services, separately. Employment under the “Operating expenses” 
appropriation is shown for each service and activity. Employment provided 
by other funds is grouped under the service to which the operating program has 
been assigned. 

Attention is directed to the omission from the printed budget for 1952 of 
employment data for 1952 under the “Emergency operating expenses” and 
“Strategic and critical materials” appropriations. As each of these programs 
must closely reflect developments in the defense program, by direction of the 
Bureau of the Budget estimates for 1952 were omitted from the budget and will 
not be prepared until the spring of 1951. 

Also omitted from the budget for 1952 is any schedule of employment under 
Defense Production Act funds, although GSA will perform an important role 
under that act. 

In order that a more realistic picture may be had of the total employment 
in GSA for 1952, a supplemental table is appended which, in addition to the 
total employment shown in the budget, gives an approximation of employment 
under the three appropriations cited above. 
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Mr. Tuomas. This table shows that for 1951 you had 28,655 posi- 
tions as against 29,302 for 1952. That is the total employment, yet 
that does not quite tell the entire story. 

Mr. Larson. I think you will find it at the bottom of the page there, 
at the bottom of that same page. 

Mr. Tuomas. Yes. This explains that this figure for 1952, 29,302 
jobs, does not give you the complete picture, and the complete picture 
is explained on page 369 in this language: 

Attention is directed to the omission from the printed budget for 1952 of 
employment data for 1952 under the “Emergency operating expenses” and 
“Strategic and critical materials” appropriations. As each of these programs 
must closely reflect developments in the defense program, by direction of the 
Bureau of the Budget estimates for 1952 were omitted from the budget and will 
not be prepared until the spring of 1951. 

Also omitted from the budget for 1952 is any schedule of employment under 
Defense Production Act funds, although GSA will perform an important role 
under that act. 

I would like to have you explain that. So the correct figure for 
employment for 1952 in the Agency will be 30,708 positions as against 
28.855 for 1951. Are those the correct figures ? 

Mr. Larson. Well, those figures include our best estimates at this 
time as to what the personnel will be in the following funds: One, 
“Emergency operating expenses”; two, “Strategic and critical mate- 
rials”; and, three, “Defense Production Act allocations.” 

Mr. THomas. Which give you an increase in 1952 over 1951 of about 
1,900 employees; is that correct / 

Mr. Larson. That is approximately correct, Mr. Chairman; yes. 

Mr. Tuomas. Now, the nearest approach to a table breaking down 
the field from the District is the table appearing on page 371b which 
gives the departmental employment. Which table is it, that one or 
the one on page 373? 

Mr. Larson. You want the field or Washington ? 

Mr. Tuomas. I want the breakdown between the two. 

Mr. Larson. 371b is the departmental employees. 

Mr. THomas. 371b? 

Mr. Larson. Yes. 371b is departmental and 373 is the field. 


DEPARTMENTAL EMPLOYMENT, 1952 


Mr. Tuomas. All right, what is that total figure for the depart- 
mental in 1952? 

Mr. Larson. Carrying those estimates that I mentioned a while ago 
in those three funds, which we cannot forecast exactly as of this time, 
we estimate that the figure will be in permanent positions 3,612. 

Mr. Tuomas. Where is that figure on this table on page 371b! 

Mr. Larson. At the bottom of the page, Mr. Chairman. It is in 
the fourth column. 

Mr. Tuomas. 3,612? 

Mr. Larson. Yes. 

Mr. Tuomas. Permanent positions? 

Mr. Larson. Yes, 

Mr. Tuomas. That is in the District of Columbia out of 30,708 
jobs? 

Mr. Larson. That is correct. 
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FIELD EMPLOYMENT, 1952 


Mr. Tuomas. Now, where is the field, is it on page 373? 

Mr. Larson. Yes, 373. It is in the last column there. 

Mr. Tuomas. 26,620? 

Mr. Larson. Yes, 26,620. 

Mr. Tuomas. Is that man-years or jobs? 

Mr. Larson. That is average positions. 

Mr. Tuomas. What about the regular positions? 

Mr. Larson. I am sorry. The regular positions cannot be very 
well forecast in that large an operation, where you have a turn-over. 
That figure would be comparable to the last figure on page 371b 
which is 3,490.2. 

Mr. Puturrs. The total employment is 3,612 ? 

Mr. Larson. 3,490.2, the average jobs. There is a lapse figure of 
121.8. 

FEDERAL SUPPLY SERVICE 


Mr. Tuomas. We will take up the Federal Supply Service next. 

For 1951 you have $2,196,921, and for 1952 you are requesting 
$3,431,000, or an increase of $1,234,079. 

Mr. Larson. Mr. Mack and Mr. Flatley and Mr. Forbes will assist 
in informing the committee about the details of this item. 

Mr. Mack. Mr. Chairman, the total of $3,431,000 is that part of 
the operating expense appropriation for 1952 which applies to the 
Federal Supply Service activities. These activities are divided into 
five general categories. 


SUPPLY SURVEYS OF FEDERAL AGENCIES 


The first of these has to do with surveying the supply systems of 
the Federal agencies. If you would like, we will start with that item. 

Mr. Tuomas. Go ahead. 

Mr. Mack. During the current fiscal year, an average of 19 em- 
ployees will be engaged in this work. We propose in 1952 to average 
35 employees, in order to have 8 survey teams of 3 employees 
ach, survey Federal agencies. We feel that with the eight survey 
teams we will be able to complete the survey of all Federal agencies 
having supply responsibilities of sufficient consequence to warrant 
surveys, in a period slightly in excess of 2 years. 

The surveys are for the purpose of determining how the supply 
operations are being carried on by the Federal agencies and to develop 
the best ways of doing the supply job. 

Mr. Flatley, Director of the Supply Management Division, is here 
and will be glad to supply any details desired by the committee. 


SERVICE ADMINISTRATION 


Mr. Tuomas. First, you are overlooking your Federal Supply 
Service, Service Administration of $60,650, as against $73,452. For 
what is that item ? 

Mr. Mack. That is for my immediate office. 

Mr. Tuomas. You had 34 jobs in 1951 and are requesting 34 jobs 
in 1952? 
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Mr. Mack. That is right. 

Mr. Tuomas. That is supervision and management ? 

Mr. Mack. Correct. 

Mr. Tuomas.. You are transferring a great part of your workload 
out of your office to the general supply fund, are you not? 

Mr. Mack. No, sir. The expense of my office is being applied to 
both programs. The Federal supply programs are in two broad 
groupings—“Operating expense” and “General supply fund” activities. 

The table on page 123 of the justifications allocates the cost to 
particular functions, for both “Operating expense” and the “General 
supply fund.” 

ou will notice the total of both allocations, “Operating expense” 
and “General supply fund,” shows a reduction of about $8,000 in 
1952 against 1951. 
SUPPLY MANAGEMENT 


Mr. Tuomas. Your next item is “Supply management.” In 1951 
you have $140,445, and you want to increase that to $260,924. That 
is about a 90-percent increase. This is where you have your survey 
teams? 

Mr. Mack. Yes, sir. 

Mr. Tuomas. You state: 


A total of 105 civil agencies are considered to have sufficient supply problems 
to necessitate biennial surveys—— 


Mr. Mack. That is correct. 
Mr. Tuomas (continuing) : 


which will be started in 24 agencies during 1951. For 1952, 48 surveys are 
scheduled. 
How many of those 24 surveys will you complete in 1951? 

Mr. Mack. We think we will complete just about all 24 of them. 

Mr. Tuomas. I have noted up on the top of that page, “Coordinate 
and cooperate” to the tune of $260,924. Are you going to do any more 
in 1951 and 1952 other than to coordinate and cooperate with these 
agencies? When you get through what have you done? 

Mr. Mack. We think this is a very practical approach to the supply 
problem, Government-wide. It is a means of getting right into the 
various Federal agencies through a survey procedure, in conjunction 
with the agencies, and in cooperating with them to determine first if 
they are using available supplies; secondly, how their inventories are 
being operated and whether they are being maintained most. eco- 
nomically or not. In terms of dollars and cents it is a profitable 
operation. 

Mr. THomas. I am glad you used that language, of a very common- 
sense approach and a practical method. The only test used in follow- 
ing your language that this committee can use with reference to your 
entire Federal supply system and your general supply fund is just 
the one yardstick. You are going to have to show its value by the 
results it produces. We are going to gauge the results it produces by 
the activities of the other agencies in reducing their supply bill. 
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If your agency is what it ought to be theoretically it has to carry 
its own weight, and it has to show a reduction idienahin the Govern- 
ment in the Government supply bill. 

Frankly, for 1952 fiscal year we have not noticed any reduction in 
the Government agencies with reference to supply. ‘The burden is 
going to be on_you to show that your program is saving money. 

Mr. Mack. Well, I certainly agree with that viewpoint. 

Mr. Tuomas. That is just a good, old common horse-sense proposi- 
tion. 

Mr. Mack. Exactly. 

Mr. Tuomas. If it is worth its weight of cost, that'is bound to be 
reflected in the agencies you serve in the reduction of supply items. 

Mr. Mack. That is exactly right. I think as we go along we will 
be able to show that we are actually getting to savings that can be 
shown. , 

Mr. Tuomas. I am going to have the clerks prepare and insert in 
the record some place all the agencies that you have surveyed. We 
want to see just exactly what the cost in reference to supply is, as to 
the differences between 1950 and 1951 and 1951 and 1952. Of course, 
we will make an appropriate reduction for the increased cost of those 
items. 

We would like to do that with reference to freight charges, also. 


AGENCY SURVEYS, 1951 AND 1952 


At this point in the record will you please insert the names of the 


24 agencies that you are surveying for 1951 and the 48 agencies that 
you intend to survey for 1952. 


(The information is as follows :) 


GSA supply surveys of Federal agencies 
Number of 


Fiseal year 1951: surveys * 
Veterans’ Administration 
I UR renee nereenes 
Civil Service Commission 
Post Office Department 
Interstate Commerce Commission 


Fiscal year 1952: 
Department of Agriculture 
Department of Commerce 
Department of State 
Department of the Treasury_......._._.____________-_ 
Securities and Exchange Commission 
Department of Labor 





2As a result of a study to establish a common work-load basis in connection with the 
survey program of this Division, it was determined that there were 105 bureaus or 
major divisions of departments and other establishments of the executive branch of the 
Government which had sufficient supply functions to merit on-the-site surveys. It was 
further determined that these bureaus or subdivisions would have an average of 15 supply 
operation facilities. In the preparation of the survey program each bureau or major 
division was considered an “agency.” 

The survey program provides for the completion of 24 agency surveys during the fiscal 
year 1951 and for the completion of 48 agency surveys during the fiscal vear 1952. How- 


ood't 4 summary reflects the current estimate of surveys to be completed during 1951 
an i 
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PURCHASING 


Mr. Tuomas. Let us take up your item of purchasing. Your op- 
erating expense for purchasing for 1951 is $380,783. For 1952 you 
are requesting $529,534, which is an increase of $148,751. 

Mr. Mack. That is correct. 


Mr. Tuomas. At this point in the record we shall insert page’132 of 
the justifications. 


(The document is as follows:) 


HIGHLIGHT STATEMENT 


Indefinite quantity term contracts are awarded; listings of these contracts 
are published as supply schedules and distributed to agencies of the Executive 
Establishmtnt for their use in purchasing the items included. The end result 
provides an important means in serving the supply needs of Government 
agencies in an efficient manner at favorable prices. 

During 1950 all schedules were processed by the departmental office. During 
1951, decentralization of schedule work to regional offices was begun with 
schedules being made for regional requirements wherever feasible. This change 
was activated in the second quarter of fiscal year 1951 and will be completed 
by the end of the year. It accounts for a substantial part of the increased 
work units for that year. The program for 1951 also includes continued refine- 
ment in contracting techniques, expansion to cover additional items where found 
advantageous, and continual study to assure appropriate adjustments to changing 
market conditions, agency requirements, and other factors involved in mainte- 
nance of the work on a current and effective basis. 

The objective work unit is a page of manuscript copy of each invitation for 
bids and each schedule of contracts awarded. Changes in the number of work 
units in 1950, 1951 and 1952 are related to changes in the program. 

Performance in 1950 totaled 4,731 work units, all produced in the central 
office. The program for 1951, showing the initial effects of decentralization, 
contemplates an increase to 5,481 units. Additional items to be decentralized in 
1952 will result in a total of 10,442 units for that year, an increase of more 
than 90 percent over 1951. 

Store stock purchasing for the general supply fund, formerly a subactivity 
under this program, is budgeted in 1952 under the new appropriation “Expenses, 
general supply fund, GSA.’ Comparability for 1951 is shown in the budget 
schedule for that appropriation, by “transfers in the estimate.” 


Program and performance 





} 


| 


; 
Workload in units: 
Pages of invitations and schedules processed | 4,731 | 10, 442 


Unit cost per page oe 1 $65. 80 | j $49. 21 














Performance cost: 
Supply schedule contracting ‘ K $513, 802 
Activity supervision ___---..-- “ ; 
Share of service administration 





Total cost 





PURCHASING PERSON NEL 


Mr. Tuomas. Your personnel breakdown is on page 138. We shall 
insert in the record at this point the table of the personnel breakdown 
on page 138. 

(The document is as follows :) 
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JUSTIFICATION BY OBJECTS OF EXPENDITURE 


Comparison of employment for the 3 years for departmental and field services 
is shown in the following table: 





1950 1951 1952 





| 

| 

| 

| Depart- | sie Depart- | p., | Depart- | 
| ment Field ment Field |} ment | 
| 





Supply schedule contracting | 
Activity supervision. ---.... CS eee 2 } 
Share of ser vice administration } ‘ j River ucensenl 





Total positions § ; 8 | 








Average employment 6 64 11.4 | 87 
Average salaries__- ‘ $6, 731 $3, 839 $6, 407 $4, 055 


| 











Personal services ——Employment under this activity in 1951, as compared to 
1950, reflects the shifts from departmental to field, incident to decentralizing 
the scheduling function, together with initial staff augmentation necessary to 
meet the 750-unit increase in workload. The estimate for 1952 reflects addi- 
tional staffing necessary to handle the 90-percent increase in workload forecast 
for that year. 

Travel._—$4,620. Program based on 294 travel days at $15, or $4,400 for 
supervisory and coordinating functions at nine locations outside of Washington, 
D.C. Service administration costs are $220. 

Communication services.—$7,425. Based on an average of $75 per employee. 

Printing and reproduction.—$82,500. The reproduction of invitations to bid 
and the printing of Federal supply schedules will require $82,000, in the field. 
The schedules are produced in sufficient quantity to provide copies to Govern- 
ment agencies for their use in ordering the supplies and services covered by the 
schedules. A large volume is required to insure sufficient distribution to all 
interested agencies. The remainder, $500 for the departmental service, will 
cover miscellaneous needs. 

Supplies and materials.—$3,960. Based on $40 per employee. 

Equipment.—$3,525. Based on assumption that equipment items necessary 
to enable new employees to start work may be procured from excess stocks at 
fair value representing approximately 35 percent of cost. 

Service administration.—The foregoing amounts include $2,035 for other 
objects, the proportionate share for service administration distributed as stated 
under that heading. 


Mr. Tuomas. This table shows that for 1951 you have 66 in the field 
and 8 in the department, and for 1952 you are requesting 90 in the 
field and 12 in the department. That is a total of 74 as against 102 
for 1952. 

Just what is this Purchasing Division going to do? 


WORK OF PURCHASING DIVISION 


Mr. Mack. The principal purpose of that increase, Mr. Chairman, 
is to decentralize our term contracting. That is our contracting for 
supplies for the use of other Federal agencies. We want to place that 
work in the field offices. This will represent the contracting or addi- 
tional common-use items. 

Mr. Tuomas. What this all boils down to, in a very few words, is 
that you are going out and developing schedules, and you are going 
to place those schedules in 47 towns that have as many as 5,000 Federal 
civilian employees or above. 

Mr. Mack. That is right. 










1182 


Mr. Tuomas. Of course, you will place these schedules in your 12 

regional offices and 2 suboflices where you have your store operation. 
Mr. Mack. That is where they are to be. 

Mr. Tuomas. That is what it adds up to. 

Mr. Larson. That is only a part of it. That is just one step in it. 














PRINTING AND REPRODUCTION 


Mr. Tuomas. Of course, in connection with those schedules you are 


going to have a printing and reproduction item of about $82,000. 
You say: 








The reproduction of invitations to bid and the printing of Federal supply 
schedules will require $82,000 in the field. The schedules are produced in suffi- 
cient quantity to provide copies to Government agencies for their use in ordering 
the supplies and services covered by the schedules. 

How many copies? 

Mr. Snyper. 30,000 copies maximum. However, there may be some 
schedules on which a lesser number of copies are issued ? 

Mr. Tuomas. What can you do with 30,000 copies? 

Mr. Snyper. These schedules go to all requisitioning clerks in the 
field and in blames 0 as well as to the fiscal offices for the audit- 
ing of accounts rendered under those contracts. 

Mr. Tuomas. You send them to 47 cities and towns where they have 
Federal supply agents, or Federal employees in excess of 5,000. There 
are 30,000. It looks to me that if you were to print 5,000 you would 
give everyone at least 6 or 8 copies. 

Mr. Mack. These schedules go to the requisitioning offices through- 
out the country. For example, as you: know, in the Department of 
Agriculture there are thousands of offices throughout the country. 
These schedules are placed with those offices where orders are placed 
by the requisitioning clerks. 

Mr. Tuomas. Do you mean there are thousands of purchasing agents 

3 in the Department of Agriculture? 
Mr. Mack. There are thousands of offices, and a great many of those 
offices are at locations where they place orders against our schedules. 
t We make the contracts, but they merely refer to the schedule and place 
the order for their requirement against the schedule. 

Mr. Larson. The chairman used the example in the justification of 
these contracts for services, of which certain examples were given, to 
be effected in cities having 5,000 Federal population or more. Now, 
what you are talking about are these supply schedules, the supply of 
items. 

i For instance, Mr. Chairman, take the item of an automobile tire. 
Is that a good item, Mr. Mack? 

Mr. Mack. Yes, that is. 

Mr. Larson. Instead of carrying in our warehouses automobile tires 
at certain periods—is it a 6-months’ period? 

Mr. Mack. Now it is; yes. 

Mr. Larson. For each 6-months’ period, this operation you are con- 
sidering right here advertises for and finally arrives at a supplier who 
will supply tires to the entire Government, except the Military Estab- 
lishment. That schedule is printed and is made available to every 
requisitioning officer in the Government, including the Department 


of Justice, the Agriculture Department, the Department of Com- 
merce, and so forth. 
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As a matter of fact, it is made available to the military establish- 
ments, also, because they can, if they see fit, use that schedule to buy 
the tires. 

The examples given in the justification for services in those 47 cities 
are just the services which it is contemplated will be rendered to the 
agencies of Government that have not herefore been rendered. 

There is one step further. As this committee well knows, Congress 
has been admonishing the executive branch of the Government from 
time to time over many years to see to it that small business gets its 
share of the Government purchasing program. One very practical 
and very effective way that small business can share:in the money 
which is spent for supplies, insofar as this agency is concerned, is by 
making that purchase operation available to the small-business man 
nearest his home, or his place of production, instead of his having to 
come all the way into Washington to sell something to the Government. 

This plan contemplates for the first time moving out into these 10 
regional offices and the 2 suboffices, which we mentioned earlier, the 
authority to negotiate or enter into by competitive bidding these 
schedule contracts which I have just described, in Chicago, in Dallas, 
in San Francisco, and other points. 


COMPETITIVE BID FOR PURCHASES 
Mr. Tuomas. Is the competitive price the most satisfactory price 


within the region, or do you go outside the region to get a satisfactory 
price ¢ 


Mr. Larson. No; you cannot confine your bidders to just the region. 
The whole United States can come in and bid, but we move the opera- 
tion away from Washington to the regional headquarters in order that 
the local producer can get to the regional headquarters, determine 
what the specifications are, and more intelligently bid than if he were 
confined to just corresponding by mail or if he were put to the expense 
of coming all the way into Washington. 


PROPERTY UTILIZATION AND DISPOSAL 


Mr. Tuomas. Let us turn to page 139 of the justifications, which we 
will insert in the record at this point. 
(The document is as follows 4 


HIGHLIGHT STATEMENT 


Maximum utilization of Government property, important to good management 
and economy in normal times, becomes a virtual necessity during the mounting 
defense effort, with new and expending Federal activities and increasing short- 
ages in supply, as well as the need for curtailing other expenses of Government 
to aid in meeting defense costs. 

Personal property which is declared excess by executive agencies to GSA is 
transferred to other agencies which have need for it, and such of it which is found 
to be surplus to the needs of the Government is disposed of under the supervision 
and direction of this staff. 

The program of utilization transfers in 1951 involves property valued at $30 
million. Concentration on maximum utilization in 1952 is anticipated to double 
this performance to $60 million. GSA surplus disposals, programed at $2.5 mil- 
lion in 1951, are estimated to increase to $12 million in 1952, derived principally 
from national industrial reserve equipment. The value of donation approvals is 
estimated to increase from $120 million in 1951 to $130 million in 1952. Property 
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seized or forfeited, programed at $0.5 million in 1951, is estimated at the same 
level for 1952. 


Summary of cost of activity by work components (programs) 





1950 = | 19851 





Programs: } 
NN RE LSE LET SM RETA . $183, 028 
(2) GSA surplus disposals 37, 710 
(3) Donation approvals 11, 428 
(4) Seized/forfeited property processed 
(5) Aircraft and electronics program 
Activity supervision ’, 50, 014 
Share of service administration - 9, 874 








I Foe cntetiane en eagle nce oes eekthe ‘ 300, 629 587, 950 


i 
' 











JUSTIFICATION OF PROGRAM AND PERFORMANCE 


RELATION OF PKOGRAM TO THE SYSTEM OF PERSONAL-PROPERTY MANAGEMENT 


This activity constitutes an essential basis of the system of personal-property 
management in that it provides the means of assuring that property once pur- 
chased with Government funds is used to the limit of its usefulness; that when 
property is no longer useful in the agency which acquired it efforts are made to 
find a suitable use for it in some other agency where it can be substituted in lieu 
of new procurement; and if no use can be found for the property it is disposed 
of to the best advantage of the Government as surplus. 

The program is accomplished by development of Government-wide policies and 
regulations in the central office, with operations decentralized among the 10 
regional offices. The field staff implements the program through personal con- 
tacts, circularization of lists of selected excess property to all agencies; the 
scheduling of utilization conferences in the field to discover current and future 
needs and excess expected to be generated; searching out of property not in use 
but which should be made available as excess to other agencies; temporarily 
stockpiling or storing selected equipment for future redistribution ; and, finally, 
precluding excess from becoming surplus until specifically released. 

Mr. Tuomas. This shows the operating expenses for the Federal! 
Supply Service on property utilization and disposal. 

The 1951 budget is $300,629, and you want an increase of $287,321 
for 1952, giving you a total of $587,950. 

This deals with personal property, does it not ? 

Mr, Mack. That is right. 

Mr. Tuomas. You state: 

The program of utilization transfers in 1951 involves property valued at 
$30 million. Concentration on maximum utilization in 1952 is anticipated to 
double this performance to $60 million. GSA surplus disposals, programed at 
$2.5 million in 1951, are estimated to increase to $12 million in 1952, derived 
principally from national industrial reserve equipment. The value of donation 
approvals is estimated to increase from $120 million in 1951 to $130 million in 
1952— 
and so forth. You have two programs in one here. One is your 
national industrial reserve, where you have $12 million. That is 
principally in heavy tools and equipment, is it not? 

Mr. Larson. No, Mr. Chairman, the national! industrial reserve is 
only given as an example of the source from which additional sur- 
plus will come. That is estimated. Whether it will ow to be cor- 
rect or not remains to be seen. It is estimated, and we have some 
experience behind it, that in the reactivation of these national indus- 
trial reserve plants, and the putting in of equipment to replace equip- 
ment that is out of date or heretofore has been damaged as a result of 
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wear, weather, and so forth, there is generated certain surplus equip- 
ment. The dollar value of that runs up pretty fast. 

Mr. Tuomas. You have had some rubber plants, have you not? 

Mr. Larson. The rubber plants have not been under us. 

Mr. THomas. Where have they been / 

Mr. Larson. In the RFC rubber reserve program. 

An example here is the magnesium plants, seven of which we are now 
in the process of reopening and letting contracts to go in and get those 
plants ready to start running. We find that certain equipment is 
obsolete, and the contracts are incomplete and so forth and so on, 
which generates some surplus for disposal. 

Mr. Tuomas. Of course the handling of those tools and equipment 
will not be handled under this appropriation, will it? 

Mr. Larson. No, but the disposal of that which is surplus will be 
handled under this appropriation. 

Mr. Puinuies. The tools that they did not take? 

Mr. Larson. The tools that they did not take because of obsoles- 
cence or because of excessive wear or deterioration or something like 
that. That is just one source from which this stepped-up money vol- 
ume will come. 

SURPLUS PROPERTY UTILIZATION 


Mr. Tuomas. You give some very interesting figures here. Your 
general proposition is to utilize to the greatest extent surplus property 
of the various agencies. Just how is that program handled? What is 
the mechanics of it 

I notice you say “utilization transfers.” For 1950 it is $5,196,000; 
for 1951 it 1s $30,000,000; and for 1952 it is $60,000,000. 

How do you arrive at the figures, and where do you get the dollar 
value and so forth? What is the nature of the proposed transfer ? 

Mr. Larson. Let me give you a little background, because I have 
had a lot of experience on this, Mr. Chairman. I have been very 
interested in this program. 

Unfortunately, for a real meaningful picture the dollar value given 
here does not give that kind of a picture, because it is acquisition 
cost. That is the only common denominator available. The only 
way you could do otherwise would be to go out and appraise it. 

Mr. Tuomas. That is what I am getting at. The figures do not 
mean anything. 

Mr. Larson. That is right. The figures do not mean anything, 
except what it cost the Government. 

Mr. Tuomas. What we would like to have you insert in the record 
at this point is a list of the items, from whom you got them, and what 
ultimately became of them. Of course, you will have to use your 
acquisition cost. 

(The information is as follows:) 


PERSONAL Property UTILIzATION ProgkraAaM—FiscaL YEAR 1951 


From July 1, 1950, to January 31, 1951, excess personal property reported to 
General Services Administration has amounted to $109,102,629 at acquisition 
cost, of which $63,150,876 was reported in July to September, inclusive, and 
$45,951,753 in October to January, inclusive. In the July-September period, 
when only a few field personnel were available for work on this program, $652,561 
of this amount was transferred to various agencies. 

80203—51—pt. 2——20 
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However, in August 1950 all surplus disposals were suspended pending the 
issuance of General Services Administration personal property management 
regulation No. 3, dated August 25, 1950, which provided for a new metho: 
of handling excess personal property and included provision for the rescreening 
for defense needs of surplus property still on hand. 

This new utilization program under the new regulation has only been in opera 
tion since the personal property utilization divisions were organized in the 10 
GSA regional offices in October 1950. For the 4 months, October 1950 through 
January 1951, the program has been gathering momentum, and in that period 


more than $16,200,000 of excess property has been circularized by GSA regionai 
offices to other agencies. 


Results thus far have been as follows: 


Acquisition cost 
Transferred to GSA for redistribution through FSS stores_____-~--- $378, 079 
Transferred to various agencies__.._._.___-_--_------__---------_--- 2, 697, 423 
Released as surplus 


Released for authorized donation programs 


Certain types of excess, such as scrap and salvage, small amounts (under 
$100), and some technical categories, are exempted from the requirement of 
reporting to GSA because of limited utilization potentialities or the expense in- 
volved. Provision is also made for agencies to effect direct transfers to other 
agencies under certain conditions without reporting the excess to GSA, especially 
of the exempted technical categories or where there is an immediate need for 
the property. Consequently, the aggregate transfers of excess between agencies 
are larger than the amounts cited above. Preliminary data indicate that for 
the 6 months ended December 31, 1950, the aggregate transfers amount to about 
$11,800,000 at acquisition cost. 


Personal property that becomes excess embraces the many thousands of 
different items that the Government uses, such as housekeeping items (office 
and maintenance supplies and equipment), furniture, automotive equipment, 
many types of machinery, tools, electrical equipment and supplies, hardware, 
textile products, apparel, footwear, hospital equipment and supplies, communi- 
cation equipment, construction supplies and equipment, as well as the thousands 
of items used by the military services. Furthermore, the bulk of this excess 
property is in various stages of used condition or has become obsolete for the 
purpose originally acquired. 

Mr. Larson. Mr. Chairman, let me point out there that those items 
do not go through us. Very few of them go through us. They go 
directly from the agency that originally purchased and declared the 
property excess to its needs to the agency to which it was transferred. 
We do not have this elaborate system of concentrating, moving inven- 
tories in, and so forth. 

Mr. THomas. Then where does your agency come in, outside of the 
industrial reserve, where it is directly under your jurisdiction? 

Mr. Larson. Let us take an example. The Corps of Engineers 
declares excess certain heavy automotive or road-building equipment 
which is excess to its needs. Then that is screened under our regula- 
tions in the Department of Defense. I cannot conceive of it not being 
taken up there, but since I have started out with this example, let us 
assume for the purpose of this example that the Department of 
Defense has no operation which needs that. Then it is excess to the 
needs of the Department of Defense. Then, when GSA comes in, 
GSA having been notified, GSA sends its people out to physically look 
at this property. 

That is the only way you can determine whether a property is worth 
trying to peddle to some other agency or whether it snould be sold as 
scrap and salvage—by a physical inspection. That is what this pro- 
gram contemplates—a staffing up for that operation. 
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Let us assume that the inspectors looked at the property and decided 
it was repairable. In other words, with the expenditure of some 
money that property could be utilized. They look over the list of 
requisitions and find that the Bureau of Public Roads in its operations 
in the mountains needs some heavy road-building equipment. 

Mr. Tuomas. Excuse me for interrupting, but we are all familiar 
with the theory underlying this. What we want is a concrete example. 


UTILIZATION TRANSFERS 


At this point we shall insert in the record the table, marked “Pro- 
gram and performance” under “Utilization transfers” and also the 
table on the same page dealing with surplus disposals, 

(The information 1s as follows :) 

As this activity deals with five objective functions of property utilization, none 


of which are susceptible to measurement by the same workload, each will be 
discussed separately. 


Program and performance 








1950 1951 | 1952 





(1) Utilization transfers: 


Value of transfers $5, 196,000 | $30, 000. 000 $60, 000, 000 
Unit cost per $1,000 6. 45 ; 5. 20 


6.10 . 
Performance cost $33, 555 $183, 028 $312, 385 





One of the basic objectives of Public Law 152, Eighty-first Congress, as amended, 
is the maximum utilization of Federal personal property. Performance is meas- 
ured by the acquisition value of excess property actually transferred between 
agencies. 

Initiation of an active program of inspections of field installations of a few 
agencies in 1951 is disclosing substantial accumulations of idle property. Based 
on these initial inspections it is estimated that property with an acquisition value 
of $30,000,000 will be transferred to active use, in lien of new procurement in 
1951. The estimate for 1952, based on a full year of active programing, is 
anticipated to double the performance to $60,000,000, while reducing the unit 
cost due to volume and effective organization, by almost 15 percent. 

Emphasis is placed on the transfer of excess equipment needed for defense; 
on minimizing new procurement; and on the reduction of inventory levels. 


Program and performance 





1950 





(2) GSA surplus disposals: ; ‘ 
Value of disposals ’ $2, 500,000 | $12, 000, 000 
Unit cost per $1,000 9.05 15.09 | .78 
Performance cost , 528 $37, 710 $141, 413 








The objective work unit for disposal of the General Service Administration’s 
own surplus is the acquisition value of expected sales of surplus personal prop- 
erty which may originate principally from property in the national industrial 
equipment reserve, or personal property in real property installations and 
determined to be unrelated thereto. 

During 1950, when the program was initiated, property valued at $500,000 was 
disposed of. The program for 1951 contemplates an increase to $2.5 million. 
The estimate for 1952 is based on a further increase to $12 million, stemming 
largely from national industrial reserve equipment, and equipment in real prop- 
erty installations. Here, too, the emphasis will be placed on defense needs. 

While the value of disposals in 1952 are almost five times that for 1951, 
the costs per unit are reduced by 22 percent, as the joint result of volume and 
more effective utilization of personnel. 
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Every disposal action involves employee time, cost of printing, providing of 
standard and special conditions of sale designed to avoid misunderstandings 
and subsequent claims, advertising and circularization of offerings, the con- 
ducting of the sale, making awards, and issuance of sales and delivery docu- 
ments. 


VALUE OF GSA SURPLUS DISPOSALS, 1950-52, AND UTILIZATION TRANSFERS 


It is noted that the value of disposals in 1950 is $500,000; in 1951, 
$2,500,000; and the estimate for 1952 is $12 million. Where do you 
get those figures? 

Under “Value of transfers” under “Utilization transfers” for 1950 
you have $5,196,000; for 1951, $30 million; and for 1952, $60 million. 

You state: 

One of the basic objectives of Public Law 152, Eighty-first Congress, as 
amended, is the maximum utilization of Federal personal property. Perform. 
ance is measured by the acquisition value of excess property actually trans- 
ferred between agencies. 

Well, that is all language. What property has been transferred’ 
That is what we want to know. What property has been disposed of / 

Mr. Larson. Mr. Winckler, on Mr. Mack’s staff, is here, Mr. Chair- 
man, and I think he can give you some interesting information along 
that line. 

Mr. Tuomas. On your personal services here for this agency, how 
many people do you have? You have it here on the green sheets, but 
I do not find it broken down. Here is your language on personal 
services : 

The departmental staff will be primarily concerned with formulation of policies, 
regulations, procedures, supervision, and review of operations— 
that must be a hard job— 


in the field offices, liaison with headquarters of other agencies, analysis of oper- 
ational reports from the field and effectiveness of the function, et cetera. 

On an over-all basis, while average employment in 1952 shows an increase. 
unit costs of production show significant reduction, as discussed under the several 
functions. A distribution of positions by function follows: 


DISTRIBUTION OF POSITIONS 


For the field you have 71 for 1952 and for the Department you have 
19. For 1951 you had 12 for the Department and 42 for the field. 
That is a total of 54 in 1951 as against a total of 90 for 1952. 

We have a lot of good, choice language here, but we still do not know 
what you have transferred, and so forth. 


OTHER OBJECTS 


I notice under “Transportation of things” as part of your other 
objects, that you have $17,700 for field expense— 
For the movement of desirable excess that may not have immediate utilization 


possibilities but is so desirable or useful as to justify movement for storage for 
future utilization. 


The balance is for transportation of your office items. That does 
not mean a thing. What are you going to transfer? Where are you 
going to transfer it? Are you going to put it in a Government ware- 
house or rented space? If so, how much rent are you going to pay?! 

What is your unexpended balance for 1951, say, as of the most 
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recent date, which you have for transportation of things under this 
item here of property utilization and disposal ? 

Mr. Larson. We will get that figure for you, Mr. Chairman. 

(The information is as follows :) 

The unexpended balance under “Transportation” as of January 31 was ap- 
proximately $5,000. 

Mr. THomas. Maybe someone has it here now. 

Mr. Wincxter. Mr. Chairman, may I explain that all the agencies 
of Government report excess property that is excess to their needs to 
our Regional Offices. Then we screen that and circularize the desir- 
able items that look as if they can be utilized by the other agencies 
of the Government through our Regional Offices. 

Mr. Tuomas. Mr. Winckler, pardon me. We are familiar with your 
method of procedure and the theory behind it. What we are looking 
for is something concrete that we can put our teeth in. 

Mr. Wincxter. I would like to give you those figures. 

Mr. THomas. Go right ahead. 

Mr. Winxier. We have received reports this year of excess of 
$109 million from the various agencies of the Government. 

Mr. Tuomas. What were those items? 

Mr. Winckter. Everything that you can think of, sir, from a screw 
or a washer to anchor chains for the Navy or machine tools; every- 
thing that the Government uses. When I say it covers everything 
you can think of, you can take that literally. 

Mr. THomas. Do you ever warehouse any of that, or do you leave 
it in the hands of the declaring agency ? 

Mr. Wrincxier. We have taken some of that into our Federal 
Supply Service warehouses for redistribution to the Government. 

Mr. THomas. Some ?¢ 

Mr. Wrncxter. I have the figures here. 

We just started this program with the organization of our Regional 
Offices, last October. This program has been in operation only 4 
months. 

Mr. THomas. What will be your unexpended balance for the fiscal 
year 1951 of that part of the $300,000 that you had for salaries for 
1951? 

Mr. Wincktrr. Well, there will not be anything left unexpended, I 
am quite sure, at the end of this year, of the 1951 appropriation. 

Mr. Tuomas. If you only started in October—— 

Mr. Winckter. Well, the amount that was allowed to us took into 
consideration the fact that we would not be able to employ those 
people until later in the fiscal year, rather than starting July 1. 

Mr. Tuomas. Let us take the Navy, for instance. If they declare 
to you a certain amount of bulky machinery and what not in April, 
and you do not move it or sell it until the 1st of December, does the 
Navy charge you for warehouse space / 

Mr. Wincxkter. No, sir. 

Mr. Tuomas. Do any of the agencies charge you for warehousing? 

Mr. Winck ter. No, sir. 

Mr. Tuomas. Or maintenance and repairs? 

Mr. Wincxter. No, sir. It stays in the custody of the owning 
agency until we get through with this screening process, then it is 
released either for disposal as surplus or for transfer to some other 
agency. 
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TRANSPORTATION OF THINGS 


Mr. Tuomas. Well, under this item you want to spend $17,700 in 
1952 for the movement of desirable excess that may not have imme- 
diate utilization possibilities. That is a transportation cost to your 
warehouse. 

Mr. Wrincxtrr. That is right. It really affects a very small portion 
of the total amount of property. The property that is suitable for 
taking into our warehouses for redistribution is primarily what we 
call common-use items. 

Mr. THomas. How did you arrive at this figure for 1952? 

Mr. Winckier. It was just an estimate, split up between 10 re- 
gional offices, so that if that type of property should arise they would 
have a very small amount they could use for that purpose. 

Mr. THomas. How much have you spent in 1951 so far for this 
item ? 

Mr. Meptey. Approximately $163,000 as of January 31, for the 
total activity. 

Mr. Tuomas. You have spent $163,000 of your total as of what 
date ? 

Mr. Meptey. January 31. 

Mr. Tuomas. It is running about even, then ? 

Mr. Meptey. Yes, sir. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. You have an item here for other contractual services 
of $22,400. You say: 

All field expense except $200. This item includes $19,400 for advertising for 
sales of GSA surplus based upon estimated work-unit figures for such activity. 
Another $3,000 is included for estimated expenses in connection with certain 
long-term leases for storage of surplus property involving maintenance obli- 
gations. 

Mr. Wincxkier. That last item, sir, is a large stockpile of bauxite 
down in Arkansas that is technically in the custody of our Dallas 
regional office, which is on a long-term option of sale to Reynolds 
Metal. We have a contractual obligation. 

Mr. Tuomas. What is that item doing here? It ought to be under 
the stockpiling; ought it not? 

Mr. Wincxter. It will not technically be strategic and critical ma- 
terial for the stockpile, because it is under a long-term option of sale 
to the Reynolds Metal Co. It is technically a pickup of old surplus. 

Mr. THomas. What agency declared that surplus to you # 

Mr. Wincxkter. I believe it was the RFC. It is a carry-over of a 
small obligation from the War Assets Administration. 

Mr. Larson. That particular bauxite does not meet the specifica- 
tions of stockpiling, Mr. Chairman. 

Mr. Tuomas. I Sie you spoke about that last year. How long 


have you had that,-and how much longer are you going to keep it? I 
remember you have had it about 15 months. 

Mr. Larson. We have had it a lot longer than that. We would sel! 
it all right now, if somebody would buy it, but Reynolds has the Hur- 
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ricane Creek plant, the only plant geared up to handle this low-grade 
bauxite, and they can handle only a small part of it. They mix it 


with their other high-grade bauxite. There is a limit on the amount 
you can sell. 


LOSSES ON DISPOSITION OF SURPLUS MATERIAL 


Mr. Puttuirs. When you take this surplus material from one 
agency and prepare to dispose of it, who tales the loss? Does your 
agency take the loss? 

Mr. Larson. No; the agency that owned the property takes the 
loss, Mr. Phillips. 

Mr. Pures. Then how can you carry it on your books at the cost 
they give to you? 

Mr. Larson. We do not carry it on our books except as statistics. 

Mr. Puiuies. I thought you testified that this was the cost figure 
given you. 

Mr. Larson. That is right. They report to us a declaration of sur- 
plus. ‘That is so we can screen with other agencies, before we permit 
them to dispose of it and take their loss. We screen with other agen- 
cies because we might be able to transfer that property to another 
agency and avoid that other agency buying it new. 

Mr. Pumures. You never carry the value of the property itself 
on your books? 

Mr. Larson. No; that is just for statistical purposes. That is the 
only figure we have for statistical purposes. 


COMMODITY SPECIFICATIONS 


Mr. Tuomas. We will insert in the record at this point page 147 of 
the justifications on commodity specifications. 
(The document is as follows :) 


HIGHLIGHT STATEMENT 


New and revised specifications for mandatory use in the Federal system of 
personal property Management are promulgated to establish satisfactory stand- 
ards of quality, type, size, and variety necessary to meet service requirements 
and to give maximum use per dollar cost. Technical assistance is supplied on 
specification matters for purchase contracts, evaluating bids, making awards, 
and in establishing qualified products lists for simplifying the procurement 
processes of other activities. 

A backlog of over 1,000 requests for specifications has existed for some time. 
The 1951 performance provides for handling 275 current year requests and 125 
of the backlog. The 1952 estimate will provide for 275 new requests, and a fur- 
ther reduction of the backlog by 205 units. No change in technical service on 
contracts is contemplated for 1952. The tire-testing program begun in 1951 
to establish standards of performance and life will be completed in 1952. The 
increased life and tread wear anticipated to result by limiting purchases to 


tires qualifying after testing, is estimated to save from 2 to 4 million dollars 
annually. 
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Program and performance 





1950 





Workload in units: 
(1) Specifications promulgated: 
Backlog of ~ er, ’ 1,319 
New requests 194 275 275 
Perfermanee: 400 430) 
(2) Contract specifications (man-years) .__...___..._.__.-- 6 6 
(3) Special Oa program (not susceptible to work- 
load analysis) : Started Completed 
Unit costs: 
(1) Per specification $747 
(2) Per man-year for contract specifications 2 : $6, 362 











Performance costs: 

ES TES ee Sra eae Bae. 7, ; $358, 353 
38, 170 37, 2! 38, 170 
(3) Special tire-testing program Ce ee EA AR oe, RIK SF . 32. 40, 000 
Activity supervision ‘ 26, 113 26, 21, 805 
Share of service administration 10, 746 | §,! 7, 344 











RS Pe ae ee ee seems 202, 215 | 473, S48 | 465, 672 





, ITEMS TO BE CATALOGED 


Mr. Tomas. How many items are you going to catalog here? I 
notice you say that it will take 6,000 specifications and you , Hane 2,080 
in effect June 30, 1950. 

Mr. Larson. Mr. MacLeod will speak on that. 

Mr. THomas. How many items does Sears, Roebuck have cataloged ? 

Mr. MacLeop. Mr. Chairman, I do not know the exact number of 
items that Sears, Roebuck carries. I would estimate that they run 
about 250,000. 

Mr. THomas. How many items are there altogether that you think 
are common-use in the Government service that you are going to 
finally get around to? 

Mr. MacLxop. There are about 3 million total items in the Federal 
Supply System. Of these there are 1 million which are actually 
common-use items, used by all agencies of the Government. There 
are about a half million items that are used solely in the civil agencies. 
The remaining 1,500,000 items are eenentially military items. 

Mr. Tromas. You have 2,000 or 2,100 cataloged now. How many 
are you going to catalog in 1952? 

Mr. MacLxop. I am sorry, Mr. Chairman, but the 2,100 are the 
Federal specifications, the Federal purchase specifications. 

Mr. Tuomas. Yes. 

Mr. MacLxop. A specification as distinguished from an item identi- 
fication covers a whole group of items. For example, the Federal 
specification for hardware covers all the types of builders’ hardware 
which we use. If you actually break those items down into individual 
items, there are about 2,800 items in the single Federal specification 
for hardware. 


SUMMARY OF POSITIONS 


Mr. Tromas. We will insert in the record at this point the table 
appearing at page 152 of the justifications. 
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(The document is as follows :) 


Summary of positions 











Commodity units_ 

Technical operations unit-_- scans 
Engineering assistance and technical advice___- 
Packaging requirements - - -- ae 
Establishment of central ene 

Safety requirements 

Activity superv ision 

Share of service administration 


Total positions_..........-...- 
Average employment. 
Average salaries__- 


Mr. Tuomas. I notice you say: 


During 1950, specification work units totaling 141 were completed by a staff 
of 29 employees, or slightly less than 5 units per employee. Technical services 
were provided by an average of 6 man-years. 

During 1951, the production of 64 employees will be increased to 6.2 units per 
employee. 

What is your total number of employees for 1951 and 1952 in this 
budget ¢ 

Mr. Mack. For 1951 it averages 70 and for 1952, 96. 

Mr. Tuomas. You: had 40 in 1950, 75 in 1951, and you want to 
increase it to 98. 

OTHER CONTRACTUAL SERVICES 


For “Other contractual services” here you say : 


The sum of $200 will be required for registration at technical meetings, ex- 
cluding those in which staff members hold personal memberships, and $40,000 
for completion of the tire-testing-qualification program. 


COMMUNICATION AND PRINTING COSTS 


For communication services you have $7,125 

For printing and reproduction you have $4,600. 

I hope that you can get up a complete table of other objects, with a 
good, crisp justification of the total, in the next 2 or 3 days, covering 
your agency. 

COMMODITY CATALOGING 


We shall insert in the record at this point, page 154 of the justifica- 
tions, on “Commodity cataloging.” 
(The document is as follows :) 


HIGHLIGHT STATEMENT 


General.—Item descriptions of commodities used by civil agencies for inclusion 
in the uniform Federal supply catalog system are prepared and processed, The 
major portion of the program covers participation with civil and military agen- 
cies in the preparation of a uniform catalog in which each commodity item used 
by the Federal Government will be included under a single number, a standard 
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name, a single description, and will be listed in but one classification. Minor 
operations are required for maintaining the present Federal Standard Stock 
Catalog until conversion to the new system has been fully accomplished, and 
supplying, under that system, item names and numbers for use in current supply 
operations, 

Background.—The current cataloging program is the culmination of an effort 
which was initiated by the Navy during World War I and which produced 
the Federal Standard Stock Catalog. This catalog proved wholly inadequate as 
a basis for identifying the matériel items required for the prosecution of World 
War II. The Hoover Commission Task Force Report on The Federal Supply 
System (pp. 99-100) stated that a uniform system of numbering, identifica- 
tion, classification, and description of items of supply is essential to an effective 
program of personal property management; also it is important for our national 
defense and for the successful administration of our aid to foreign countries. 

The Eighty-first Congress laid the statutory groundwork by providing, in 
section 206 (a) (3) of Public Law 152 that the Administrator of General 
Services should establish and maintain a uniform Federal supply catalog system, 
with the proviso that the Administrator and the Secretary of Defense should 
coordinate their activities to avoid unnecessary duplication. 

In order to achieve the maximum coordination, the Administrator of General 
Services, in July 1950, delegated to the Secretary of Defense the responsibility 
for developing the Federal catalog system. The Secretary of Defense, in turn, 
redelegated the authority to the Munitions Board Cataloging Agency. Under 
the agreement with the Department of Defense, the total job is divided, although 
the program policies are coordinated and are uniform. The military departments 
are to identify all items in the military supply system, which will include many 
items used in common by both civilian and military agencies. The General 
Services Administration, through the Catalog Branch, Standards Division, Fed- 
eral Supply Service, is to identify all commodity items used solely by the 
civilian agencies and to match identifying descriptions of all those items used in 
common by both military and civilian agencies. The Munitions Board Cataloging 
Agency will perform for all agencies the functions of reviewing, numbering, and 
publication of uniform item identification. 


Mr. Tuomas. I. notice your language: 


The Highty-first Congress laid the statutory groundwork by providing in 
section 206 (a) (3) of Public Law 152 that the Administrator of General Serv- 
ices should establish and maintain a uniform Federal supply catalog system, 
with the proviso that the Administrator and the Secretary of Defense should 
coordinate their activities to avoid unnecessary duplication. 

Which means that the armed services will do their own cataloging 
and you will do yours, as far as possible, for the remainder of the 
agencies of Government; is that correct? 

Mr. Larsen. Yes; that is correct, Mr. Chairman. 


ARMED SERVICES CATALOGING 


Mr. Tuomas. How is the work of the armed services cataloging 
proceeding? I remember that this committee, or the old Navy Com- 
mittee, started that in 1943 or 1944 after very much insistence and 
moaning and groaning for some 3 or 4 years on the pert of the com- 
mittee. Has it ever amounted to anything since then ? 

Mr. Larsen. I think it has amounted to a great deal, Mr. Chairman. 
Mr. Forbes, I think, can speak to the details of that better than I, 
because he is working very closely with the Department of Defense 
on as and other items insofar as areas of understanding are con- 
cerned. 


Mr. Tuomas. Mr. Reporter, insert in the record paragraphs 3, 5, 
and 6 on page 155. 
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(The information is as follows:) 


Scope of over-all program.—lIn order to resolve the scope of the civil agency 
portion of the Federal catalog system, a survey of the 20 major civil agencies 
was made. This survey disclosed a total of more than 3,000,000 items in their 
supply systems. As a result of a sampling process this total was reduced by 
50 percent to eliminate duplication. The remainder of 1,500,000 items reflects 
a sound and realistic estimate of the civil agency portion of the Federal catalog 
system. 

Budgeted program.—International developments and the consequent stepping 
up of defense activities have recently caused the Secretary of Defense to direct 
the Munitions Board to accelerate the cataloging program so that all items of 
military importance will be cataloged by October 1, 1951. Accordingly, a restudy 
of the items comprising the total civil program was made. This developed the 
fact that 60 percent of the 750,000 “very important” civil items, or 450,000, were 
important to civil agencies participating in the defense effort. 

Limited funds available for 1951 will only permit the participation of GSA 
in the civilian portion of the Federal catalog system to provide the identification 
and incorporation of 61,331 items into the system during the last 5 months of 
1951. The estimate for 1952 continues operations at the same level for the full 
year, resulting in the identification and incorporation of an additional 137,350 
items into the system. Thus, a total of 198,681 items will have been accom- 
plished by June 30, 1952, or but 44 percent of the 450,000 items considered 
important to civil agencies participating in the defense effort. Maintenance 
of the existing Federal Stock Catalog until it is supplanted by the new system, 
will generate a peak workload of 63,000 items during 1951. The estimate for 
1952 is based on tapering off these activities to 41,000 Federal Stock pe 
items, as conversions to the new system are accomplished. 


Mr. Tuomas. I will read this language: 


In order to resolve the scope of the civil agency portion of the Federal catalog 
system, a survey of the 20 major civil agencies was made. This survey disclosed 
a total of more than 3,000,000 items in their supply systems. As a result of a 
sampling process this total was reduced by 50 percent to eliminate duplication. 
The remainder of 1,500,000 items reflects a sound and realistic estimate of the 
civil agency portion of the Federal catalog system. 


When you get through, gentlemen, what does it all add up to? 
I notice here you say: 


Limited funds available for 1951 will only permit the participation of GSA in 
the civilian portion of the Federal catalog system to provide the identification 
and incorporation of 61,331 items into the system— 


SUMMARY COST OF ACTIVITY 


We will insert in the record at this point the table appearing at 
the top of page 156 of the justifications, which shows the total cost 
of $1,023,328 for 1951. 

(The table is as follows :) 


Summary cost of activity by work components (programs) 








(1) Federal catalog system 
2) Federal Standard Stock Catalog 
(3) Development expense 

Activity supervision 

Share of service administration 
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PERSONAL SERVICES 


Mr. Tuomas. What about personal services, on page 161? You 
have 241 employees for 1952, the same number for 1951, as against 
21 for 1950. 


PRINTING AND REPRODUCTION 


I notice you have a printing and reproduction item here which is a 
tremendous amount—$104,230 for 1952. What was that item in 1951? 
You say: 

Allowance is made for printing 45,000 sets of item identification cards * * * 
a total of $22,500; the printing of comprehensive item identification pamphlets 
consisting of 5,000 pages, 5,000 copies each, at $14 per page. 

Who is going to read 5,000 pages? The Sears, Roebuck catalog 
will look like a small document compared with that; won't it? 

Mr. MacLrop. May I explain that? There will not be a single 
pamphlet containing 5,000 pages but 5,000 total pages in the various 
pamphlets. The way this catalog system is developed, we determine 
these figures from the purchases of the basic items identified. The 
armed services are spending about $20 million and have about 2,800 
people very vigorously working to complete the very urgent items for 
national defense by October 1, 1951, and to complete the basic catalog- 
ing of military items by June 30, 1952. : 

Mr. Tuomas. Are you covering that by your catalog? 

Mr. MacLxeop. We are attempting to take advantage of that work 
by converting item identifications now used in several establishments 
to the identification provided us by the military. In order to do that, 
we have an identification card, but obviously it would not be effective 
or economical to distribute those cards in complete sets to every pur- 
chasing officer, because it would be too expensive. So these little 
08 cover groups of materials that are of concern to the various 
purchasing groups. It is just a small pamphlet that gives those item 
identifications which each purchasing officer must have. In other 
words, we transfer those identifications on a 5-by-8 card into a little 
pamphlet that we call an identification pamphlet and produce the 
number of copies required to serve the purchasing officers concerned 
with those materials. 

Mr. Tromas. Why have 45,000 sets of identification cards when, 
under another one of your programs, you only printed 30,000 of your 
Federal supply schedule and then, when you get to printing, you are 
only printing 5,000? You are neglecting some of those purchasing 
agencies you mentioned ; are you not? 

Mr. MacLeop. No. We fan the cards into the central purchasing 
offices on a very selective basis, because the card is the basic data. We 
do not go beyond that, because it is not useful for a purchasing officer 
to have complete sets of those cards. 


ESTIMATED SAVINGS BY COMMODITY CATALOGING WORK 


Mr. THomas. You are spending $1,000,000 and tying up the time 
of about 100 people. How much are you going to save the Government 
by this activity in all of its ramifications of purchasing and so forth? 

Mr. MacLeop. It is variously estimated that this system will save 
upward of $200 million to $300 million in our supply programs by 
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eliminating duplicate inventories and through other improvements 
in operations. 

Mr. Tuomas. Over what period of time? 

Mr. MacLxop. When completely effective, it will be on an annual 
basis. It is a continuous saving as a result of single item identifi- 
cation. 

Mr. Tuomas. Can you put your finger on any savings made for the 
fiscal year 1951 by this activity? If you can, I am for you. Do not 
misunderstand me. I hope you can come up with some more savings. 

Mr. MacLeop. It is going to be very difficult at this stage to do that, 
for the reason that the process of applying the system is essentially 
in a developmental stage, and it is very difficult to convert to one fell 
swoop in the development process the identification of specific savings. 

Mr. Tuomas. For this Federal supply system, how much money did 
you have for fiscal 1951? 

Mr. MacLerop. In 1951 we had $610,535 for cataloging. 

Mr. Tuomas. I mean for that entire program. 

Mr. Meptey. $2,196,921 for Federal supply service. 

Mr. Tuomas. What part of that dovetails in with your supply item? 

Mr. Meptey. The hie of it. 

Mr. Tuomas. I mean with your general supply fund. There is 
some more expense outside of that there. 

Mr. Meptey. This is for the over-all administration of the Federal 
supply program. 

Mr. Tuomas. Using your last figure of $2,196,921, that is quite a bit 
of money. As a result of that expenditure, how much of a saving 
are you going to be able to put your finger on, where you can justify it ¢ 

That will be one of the first questions the committee will have to 
answer when we get on the floor. Do you have an answer for us? 

Mr. Puiures. How much a year did you expect to save? 

Mr. Tuomas. He said between $200 million and $300 million. 

Mr. MacLeop. As it applies to the Government supply system. 

Mr. Puturs. Is that net, less the operating cost? 

Mr. MacLeop. The operating cost is not figured. The operating 
cost would be deducted from that. 


COMMODITY INSPECTION 


Mr. Troomas. At this point in the record we will insert page 164, 
dealing with commodity inspection and the table on page 169 showing 
the personnel breakdown. 

(The matter above referred to is as follows:) 


HIGHLIGHT STATEMENT 


Assurance that materials purchased for Government use comply with contract 
specifications, thereby preventing entrance of inferior products into the Federal 
supply system, is provided by inspections, samplings and tests by the Federal 
supply service, through its own operations and through the utilization and 
coordination of existing inspection and testing facilities of the executive agencies. 

During 1950 the inspection program operated on a spot-check or individual re- 
quest basis, almost entirely as a departmental activity. The 1951 program con- 
templates an intensive effort to establish policies, procedures, and methods, and 
to initiate the establishment of a field inspection force. The estimate for 1952 
is based on substantial completion of the planning phases and an expansion in 
inspection facilities whereby inspections will increase from 2,200 in 1951 to 5,400. 
As a direct result of increased field inspections, and decentralized purchasing, 
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preawerd and contract samples are anticipated to decline from 12,000 in 1951 to 
10,000 in 1952. Laboratory testing is estimated to increase from 450 in 1951 to 
1,600 in 1952, the increase being attributable to the scheduling of more frequent 
inspections at contractors plants. Inspection engineering, involving the deve!- 
opment of inspection and testing requirements of new or amended Federal speci- 
fications, etc., are estimated to require 15 man-years in 1952 as compared to 10 
man-years in 1951, due for the most part to increased specifications activities. 


Summary of cost of activity by work components (programs) 





1951 





Programs: 
(1) Inspections 
(2) Samples 
(3) Tests 
(4) Inspection engineering 
Activity supervision 
Share of service administration.............. SK 


Total cost 


$34, 701 
9, 738 
5, 183 

54, 562 
7,326 
7, 108 


83, 138 
6, 776 
15, 097 
80, 076 
5, 635 
10, 359 











118, 618 





201, 081 





JUSTIFICATION BY OBJECTS OF EXPENDITURE 


Personal services.—This activity was staffed in 1950 as a small departmental 
unit making spot checks and specially requested inspections. The program for 
1951, as discussed under each function, contemplates an expansion to provide 
procedures and methods to effectuate regularly scheduled inspections and the 
establishment of field inspection, sampling, and testing operations. The estimate 
for 1952, except for sampling functions which decline under 1951, reflect addi- 
tional personnel in each function commensurate with the increased workload. 
Workload data, already presented under “Program and performance,” for each 
function, is omitted here to avoid repetition. The progressive increase in staffing, 
by function, is shown in the following table: 





1951 1952 





Function 


| 
} saan) 
Demet Field Depart 





(1) Inspections 
(2) Samples 
CP Sa Pk. cchawaccncunoacan 
(4) Inspection engineering 
Activity supervision 
Share of service administration 





I i sociicsniepn carn dedaastoce bine 
Average employment 
Average salaries 


























TRAFFIC MANAGEMENT 


Mr. Tuomas. We will also insert page 170, dealing with traffic man- 
agement, and that part of the justification dealing with the personnel 
breakdown. 

(The matter above referred to is as follows :) 


HIGH-LIGHT STATEMENT 


An economical and efficient system for management of transportation of public 
property and traffic services is provided and maintained whereby the transporta- 
tion requirements of the Federal agencies will be procured at a minimum cost 
by: (1) Establishing policies and methods of shipping; (2) examining and study- 
ing existing and proposed transportation costs to determine to what extent they 
may be, or become, unreasonable or otherwise unlawful; (3) securing adjustment 
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of charges and service injurious to the Government; (4) establishing direct per- 
sonal contact with Government shipping personnel to insure compliance with 
policies and methods prescribed; and (5) providing an efficient transportation 
and traffic information service to furnish technical data to Government personnel 
engaged in any transaction involving transportation costs. 

Due to the limitation on available funds, only 13 percent of the estimated total 
annual civilian freight traffic of $400 million could be covered during 1950. In 
view of the significant savings resulting from centralized traffic management, 
progressive increases in specific case services are contemplated. The program for 
1951 accordingly increases coverage to 27 percent, involving requests for 271,328 
service items. The estimate for 1952 is based on extending coverage to 62 percent 
of the total traffic volume, involving new requests for 753,675 service items. Man- 
agement operations involving negotiations for rate adjustments on a selected 
case basis resulted in savings estimated at $917,000 during 1950. General cover- 
age on a preventative measure basis is expected to increase savings to about 
$2,200,000 in 1951 and almost $4,000,000 in 1952. 


JUSTIFICATION BY OBJECTS OF EXPENDITURE 


Personal services.—This activity will cover traffic functions in the field as well 
as in Washington. It is planned that 37 employees will be stationed at 5 loca- 
tions outside of Washington to accomplish maximum results through direct con- 
tact by trained specialists with using agencies. The remaining 46 personnel will 
be stationed within the departmental organization. 


Distribution of positions by functions 





1950 1951 1952 





Depart- , Depart- | Field Depart- 
ment ment | ment 








ES RT ER EIS apra- ae » canna 24 
Management 15 
Activity supervision 3 
Share of service administration 1 








Total positions 43 
Average employment 8 35 
pee $6, 167 $4, 744 




















Mr. Tomas. How much are you going to be able to save in 1952 by 
this expenditure of $362,000. It is a very, very important item when 
you.are talking about traffic management, but just what are you doing 
about it, and what can you do about it? 

For instance, there are a good many agencies, and we have not 
found any example of where transportation costs have been lowered 
in 1952 as compared with 1951. Naturally, the rates have gone up. 
The Interstate Commerce Commission has testified to us that since 
1945 they have given about eight general increases in rates, or general 
to some parts of the country. We will put it like that, but there have 
been eight increases. 

Mr. Fores. In the introductory pages there are some illustrations 
of savings on items. 

Mr. Tuomas. Which I read last night: 

(1) Establishing policies and methods of shipping; (2) examining and study- 
ing existing and proposed transportation costs to determine to what extent they 
may be, or become, unreasonable or otherwise unlawful; (38) securing adjust- 
ment of charges and service injurious to the Government— 
and so forth. 

When you go to securing those adjustments, you have something. 
How much did yoy secure in 1951? 
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Then: 


(4) Establishing direct personal contact with Government shipping person- 
nel to insure compliance with policies and methods prescribed; and (5) provid- 
ing an efficient transportation and traffic information service to furnish teehnical 
data to Government personnel engaged in any transaction involving transporta- 
tion costs. 


ADJUSTENT OF CHARGES AND SERVICE INJURIOUS TO THE GOVERNMENT 


How much did you recover under (3) securing adjustment of 
charges and service injurious to the Government ? 

Mr. Forses. On page 15 there is one concrete illustration. 

Mr. Tromas. Read it. That is under your general statement ? 

Mr. Forses. Yes. [Reading:] 

During fiscal year 1950 negotiations with carriers for special freight rates 
below published tariffs produced estimated savings of $917,000. Included among 
the negotiations successfully completed was a case pertaining to the movement 
of Bureau of the Census forms and reports, which resulted in a saving of 
approximately $200,000, and a cast involving the movement of steel rails to 
the Alaska Railroad, producing savings of over $500,000. 

Mr. Hayghe has brought a prepared statement itemizing a great 
many of the savings that have already occurred as a result. 

Mr. THomas. When you say “negotiations with carriers for special 
freight rates below published tariffs produced estimated savings 
of $917,000,” what are those ? 

Mr. Hayeur. They involved instances of movements to which the 
application of published rates would be unreasonable or otherwise 
unlawful. Through voluntary action of the carriers those rates were 
adjusted to what we agreed upon. 


COOPERATION WITH OTHER GOVERNMENT AGENCIES 


Mr. Tuomas. What Government bureaus were involved in that? 
Was that one case, a dozen cases, or two dozen cases? How did you 
arrive at that figure of $917,000? 

Mr. Hayene. There were about a dozen agencies all told. Two of 
them only are mentioned. 

Mr. Tomas. Who originates those cases ? 

Mr. Hayeur. We do, upon information supplied by the agencies 
concerned. 

Mr. Tuomas. What about the General Accounting Office? I im- 
agine when they come over here next week, they are going to take 
credit for these items you set out, and they will have the same. 

Mr. Hayeue. No, sir. I think the part played by the General 
Accounting Office can best be illustrated by the testimony in 1948 of 
Mr. Massie, assistant general counsel, in which he quotes a letter from 
the Comptroller General which appears in detail on pages 1228, 1230, 
and 1231 of Hearings, part 8, before the Procurement and Buildings 
Subcommittee of the House Committee on Expenditures in the Execu- 
tive Departments, Eightieth Congress, second session, showing the 
part played by the General Accounting Office. It reveals clearly that 
is not an overlapping function. 

Incidentally, we have during this past year arrived at an under- 
standing with the Comptroller General, as is shown by the corres- 
pondence between Mr. Larson and Mr. Warren, showing there is a 
complete coordination of our activities. We have an opportunity of 
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examining their transportation files to identify shipping faults that 
are common among all Government agencies throughout the Nation, to 
use them as a basis of developing instructional material to prevent 
a repetition of those errors which have been identified as common. 

I have the original correspondence with the Comptroller General 
which shows the degree of coordination that has been undertaken. 


RAIL RATES FOR THE ARMED SERVICES 


Mr. Tuomas. What are going to be your activities with reference 
to rail rates for the armed services? It has been alleged numerous 
times that the rail carriers overcharged the Government for the move- 
ment of troops and war materials to the extent of $1 billion. In fact, 
there have been some suits filed seeking to recover. What are your 
activities in that regard? 

Mr. Hayeue. One of the most prominent results is the develop- 
ment of a centralized register of all special rates and services quoted 
to any agency of the Government. Through this register, of which 
I have a sample copy if you would like to have it for the record, any 
agency of the Government can determine almost at a glance whether 
another agency of the Government has ever obtained a concession in 
rates, or the availability of a special service. 

Mr. Tuomas. Under your act, you do not have authority to go over 
to the War Department and say “Listen here. You are shipping 
hundreds of tanks from the Center Line Arsenal in Detroit to one 
of your proving grounds or to one of your tank installations in west 
Texas or down in Georgia, and you are paying so much per hundred- 
weight, and that rate is too high and is unreasonable and ought to 
be reduced.” Do you ever do that ? 

Mr. Hayenr. So far as direct action in connection with traffic of 
the Military Department is concerned, under our agreement with 
General Marshall, that service will be performed through the Mili- 
tary Department exclusively for military traffic service. 

Mr. Tuomas. Of course, that is where the big money is, and you 
do not even touch the big part of the bill, which is in the armed 
services. 

Mr. Hayeue. That is right. 

Mr. Tuomas. You do not touch that. And what do you do with the 
National Advisory Committee for Aeronautics? They have one big 
installation in the center of the United States at Cleveland, one on 
the Pacific coast, and one over in Virgina, and they buy their ma- 
terials f. o. b. delivered right to their installations. What do you do 
about an agency like that? Do you ever look into them? 

Mr. Haycur. Yes; we do. We have discouraged the adoption of 
the policy of buying everything f. o. b. destination. 

Mr. Tuomas. But they still do it. 

Mr. Hayeue. I know they do. 

Mr. Tuomas. What authority do you have to stop them? 

Mr. Hayenr. That is a purchasing matter, of course, which in- 
volves the nature of contracts. The contracting officers are the ones 
who buy f. 0. b. destination. We are preparing a series of guides which 
we hope will aid purchasing agents in determining when to invite 
bids f. o. b. origin, when f. o. b. destination, and when both ways. 

80203—51—pt. 2——21 
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Mr. Tuomas. It all adds up to the fact that you have no authority 
for compelling any agency not to do anything that you think is ex- 
iar al in the way of purchasing, of freight rates or anything else. 

ach one of the agencies thinks it has its own expert, and that expert 
thinks he knows more than anybody else, and when you get through 
it all adds up to the fact that he is going to keep on doing as he thinks 
best. I have in mind the NACA. They think it is better in the long 
run and cheaper to buy all of their items f.0. b. They say it might cost 
a few dollars more in the way of the cost of freight rates, but by the 
time they get through, if it is delivered f. o. b., it saves the personne! 
cost, bookkeeping, and so forth, and when they get through they 
think as an over-ali matter they have saved money by buying f. o. b. 

Mr. Hayeue. We are looking toward the development of recom- 
mendations. Of course, traffic management can only recommend so 
far as purchasing policy is concerned, but we have developed an 
accurate pattern of traffic movements through the 48 States and the 
District of Columbia by means of a questionnaire executed by 9,000 
division shipping agencies, showing what they ship, where they ship, 
how they ship, the physical characteristics of the shipping facility, 
whether the equipment is a rail siding, how many cars can be ac- 
commodated, and so forth. 

Mr. Tuomas. The point the committee has in mind is this: You 
are really putting your finger on something that has some meat in 
it, and we would like to increase your appropriation 300 or 400 percent 


if you are really going in and try and save some money, because there 
is a field where work needs to be done. 


SAVINGS ON SHIPMENT OF RAILS TO ALASKA 


Just how did you save $500,000 on the shipment of rails to Alaska ? 
How did that case originate, and who was the consignee of the rails? 

Pa Hayeue. That was referred to us by our Seattle regional 
office. 

Mr. Tuomas. Was it the War Department, the Alaska Railroad, the 
Air Force, the Navy, or who, or was it your own agency under Com- 
munity Facilities?’ I do not know whether you would be handling 
iron rails. 

Mr. Hayeue. That was the Alaska Railroad, and the case was re- 
ferred to us through our Seattle regional office. 

Mr. THomas. Who was the consignee? 

Mr. Hayeue. The consignee was the Alaska Railroad. 

Mr. Anprews. How did your office come into the picture ? 

Mr. Hayeue. We purchased the rails for them at our Seattle office. 

Mr. Anprews. Tell us how you saved that money. 

Mr. Hayeue. By reducing the published freight rate applicable to 
the commercial movement of rails, through section 22 of the Interstate 
Commerce Act—a special rate quotation. I do not have the figures 
on the published rate and special rate, but that saving was the 
difference between the published rate and the special rate. 

Mr. Anprews. How were the rails to be shipped ? 

Mr. Hayeue. By rail to Seattle and Portland and by water beyond 
to Seward and Whittier, Alaska, and there distributed. 

Mr. Anprews. When did you bring up the subject of the transporta- 
tion rate—before or after the rails were shipped ? 
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Mr. Hayeue. Before. 

Mr, Anprews. Can you give us a little more information about it? 

Mr. Hayeue. The Seattle office called attention to the purchase of 
the rails—I forget how many thousand tons—and suggested that that 
volume of traffic should have special consideration; that the published 
freight rates were in excess of what might be considered a reasonable 
basis of charges. We investigated and agreed with our Seattle of- 
fice and took it up with the transcontinental carriers for an adjust- 
ment to a more reasonable basis of charges, which was successful. 

Mr. Mack. If I may make just a brief comment on traffic manage- 
ment, I would like to say this, because this is a very important program. 

Mr. Tttomas. I agree with you. 

Mr. Mack. The military, as you have stated, do make the most of 
their shipments, and their transportation expense is very substantial. 
However, on the civilian side, ra is an estimated $400,000,000 an- 
nually for transportation costs. 

Mr. Tuomas. Over and above another billion for the armed services. 


SURVEYS BEING MADE TO EFFECT SAVINGS TO GOVERN MENT 


Mr. Mack. I would say it would be about that. Now, there are 
things we intend to do, that we will dovand are doing right now, that 
will result in specific savings. You spoke, for example, of a point 
that had to do with the tendency of agencies to obtain delivered prices, 
and that is a tendency and it is not the economical way to ship. 

Mr. Tuomas. But it is the easy way to do it. 

Mr. Mack. It is the easy way to do it, and that is why it is done. 


This is what we propose to do. We are now drafting an order 
whereby there will be pointed out the level at which you can ask 
for delivered prices—that is, in smaller quantities—and beyond which 
point it is economical to get rates both f. o. b. point of destination 
and delivered prices. That will be one way of permitting an evalu- 
ation, and instantly it is reflected, because the respective causes are 
immediately pointed out. 

There are two things which have been done which are going to 
be invaluable, and I think the saving that will result will be a con- 
servative 2 to 214 percent of the total transportation cost of civilian 
agencies. I mean from 2 to 214 percent of about $400,000,000, 

Here is how we plan to go about it. First of all, we have gone to 
GAO. They make post audits and pay the transportation bills, and 
we have found out there are many errors in shipments. Those have 
been analyzed, and there are some 14 or 15 common repetitive faults. 
What we are going to do is to concentrate on those faults. In other 
words, one of those mistakes that is being made over and over again 
is improper classification and so forth. We will concentrate on those 
and point out what should be done to avoid a repetition of those kinds 
of mistakes. So immediately you start making a saving there. 

No 2: For the first time in the history of the Government, we 
have developed information as to the shipping points throughout the 
Federal Government, what is being shipped and, in general, certain 
kinds of information which we are going to use, if this ss a sal 
tion is allowed, to have our field force at the field regional offices, 
where we hope to have employees next year, actually to go to the 
top locations and work with the substantial shippers in overcoming 
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these most serious faults, and this is a very worth-while program, I 
assure you. 


Mr. Tuomas. I agree with you. We want to see you go through 
with it. Itis very valuable. 

Mr. Larson, I would like to correct one statement as I understood 
you (Mr. Thomas) to make it awhile ago. That was that this agency 
had no authority to do anything about discrepancies it found insofar 
as practices in transportation or purchasing are concerned. It is my 
opinion that Public Law 152 definitely gives this agency the authority 
to prescribe policies, methods, and procedures that must be followed, 
and we can and are every day prescribing such methods and procedures 
which tend to remedy these practices and to require the agencies to 
stop those practices. 

As a matter of policing that, that is where these surveys come in 
and where we have some difficulty, incidentally, because, as you say, 
“it is beautiful language, but where are your results?” 

We plan before we finish to survey the practices of every agency 
uot only so far as transportation is concerned under traffic manage- 
ment, but so far as procurement and procurement methods, warehous- 
ing, inventory levels, space utilization, personal property utilization, 
and so forth, are concerned. ~ 

You will recall last year we pointed out the results of some of our 

yreliminary surveys insofar as inventory levels were concerned and 
ee agencies were continuing to hoard items of supply. In the course 
of the time elapsed since then, we have published regulations which 
prohibit an agency from having more than a certain number of months’ 
supply in their inventory, which requires the agency to live on their 
fat and get those inventories down and to reflect the reduction in their 
budget. But, unfortunately, with rising costs and the expanding 
Government, those will not reflect an economy to us or to the public. 

It is going to take time, as we pointed out, to effect all of these 
savings. I do think we have the authority. We have all the authority 
which the executive branch of the Government has to back up our 
regulations and our procedures insofar as prescribing these methods 
is concerned. 

Mr. Tuomas. Regulations and procedures do not mean a hill of 
beans unless they are followed up and carried out. 

Mr. Larson. And that takes trained people to do it, and it takes time 
to get it under way. 

Mr. Tuomas. We are for you. It is a hard job. But just get in 
there and do it, and if you need some more money, we will see what 
we can do about it. 


STATEMENT OF REDUCTION OF TRANSPORTATION COSTS 


Mr. Forres. On this subject of traffic management, would you be 
willing to allow Mr. Hayghe to take about 214 minutes to read a pre- 
pared statement, or would you like to put it in the record? 

Mr. Tuomas. On what is going to be done in the traffic management ! 

Mr. Fores. Yes. 

Mr. THomas. Summarize it and let it go in the record. 

Mr. Hayeue. Very briefly, this statement describes the conversion of 
our operation from an after-the-fact, or recovery of overpayments, 
basis to a before-the-fact, or preventive, approach to the objéctive of 
reducing transportation costs. 
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(The statement is as follows:) 


During the current year we have converted our operation to a before-the-fact 
basis. In other words, our effort has been devoted in major part to devising 
means for preventing the payment of excessive costs instead of relying on re- 
covery of Overpayments to justify our existence. This does not imply that our 
past performance is to be deplored, since there is ample evidence of record that we 
have been eminently successful in that respect. Recovery of overpayments, 
however productive it may be, is the negative approach, whereas prevention of 
overpayments attacks the problem affirmatively. As a result of this conversion 
we will not be able to report the measure of retroactive savings, which has been 
the case in previous years, although such savings will, I believe, exceed our op- 
erating cost by several hundred percent. Our final 1951 report will in other 
respects be more spectacular than any previous report because, despite delay in 
recruitment of our staff to its authorized strength until near the end of the 1950 
‘alendar year, we have nevertheless developed a system for traffic management 
throughout the executive agencies which will result in reducing transportation 
costs to the Government in the future far in excess of anything which has pre- 
viously been accomplished. 

During the year we developed a pattern of movement of property by the civilian 
agencies throughout the 48 States and the District of Columbia. This was ac- 
complished through the medium of a questionnaire which described the physical 
characteristics of some 9,000 civilian shipping locations, the average number of 
shipments received and made monthly, the means of transport utilized, the 
points of origin and destination to which and from which shipments move regu- 
larly, and some 20 other pertinent elements. Analysis of these questionnaires has 
revealed numerous means for reducing transportation costs; for example, con- 
solidation of small lot shipments by numerous agencies from common points of 
origin to common destinations in order to take advantage of volume carload or 
truckload rates and to obtain more expeditious movement. 

Liaison was established with the Transportation Division of the General Ac- 
counting Office through which we have developed numerous common shipping 
faults which have caused, or might result in, transportation costs in excess of the 
lowest ayailable under published tariffs. An understanding was also reached 
with the General Accounting Office, as a result of which its Transportation Divi- 
sion will report to us any shipments moving under rates which, although the 
lowest legally available, appear to be unreasonable or otherwise unlawful. This 
will enable the General Services Administration to determine whether action 
looking toward reparation is in order and will permit the filing of appropriate 
petitions within a reasonable period of time following the traffic movement. 

Information obtained through the means of the traffic questionnaire and 
liaison with the General Accounting Office has been used in the development and 
preparation of a traffic management manual which will be ready for general 
distribution to the shipping personnel of all executive agencies shortly after the 
ist of April. In the meantime, traffic management regulations establishing basic 
policies designed to further improve shipping methods now current will be in the 
hands of shipping personnel within a matter of weeks. 

A system for maintaining a central register of all tenders by carriers of special 
rates or services and an index thereto has been developed which will insure that 
every agency of the Government, including the military departments, will have 
the means for obtaining the benefit of any special rate or service which has been 
obtained by any other Government agency. Lack of this kind of information in 
the past was one of the reasons for the severe criticism of Government traffic 
management during the last war. F 

Under Administrative Order No. 67 it has been established that transportation 
costs and shipping facilities will be given consideration in connection with the 
construction, purchase, or leasing of Government facilities to and from which 
there will be a continuing movement of public property in-bound and out-bound. 
This will prevent recurrence of instances wherein absence of consideration of 
this element has resulted in excessive costs. 

During the year we reached an agreement with the Department of Defense 
under which the GSA traffic management program has become the basic program 
for the entire Government. This agreement prescribes the constituent functions 
which will be performed by the Department of Defense, on behalf of the military 
departments, by the GSA, on behalf of the civilian agencies, and those elements 
which will be pursued jointly by the Military Traffic Service and the Traffic 
Management Division on a Government-wide basis. 
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As a result of the preventive measures which have been developed, the GSA 
will recommend to the Bureau of the Budget that estimates of all agencies for 
funds for the transportation of things be reduced by 244 percent under amounts 
which would normally be authorized. It is estimated that there will thus be 
saved a minimum of from $20 to $25 million per year in the cost of transporting 
public property, assuming that adequate funds are made available to give practi- 
cal effect throughout the Federal Establishment in the future to the program 
briefly described. 

Concurrent with the research conducted during the current year which has 
produced the means for effecting reductions in transportation costs across the 
board, the Traffic Management Division has effected tangible retroactive savings 
on GSA traffic movement alone, considerably in excess of its 1951 operating cost. 
A tariff file and traffic library consisting of approximately 100,000 publications 
has been established on a current basis. By June 30, 1951, we will have supplied 
some 20 to 30 Government agencies about 25,000 items of rates and related infor- 
mation which will require the checking of 60,000 tariff entries. A pilot field 
traffic operation has been established in GSA Region 3, comprising the States of 
Maryland, Virginia, and West Virginia, and the District of Columbia, for the 
purpose of developing the type of field traffic staffs best fitted to serve agency 
requirements and give practical effect to policies and procedures which have been 
designed with the view to effecting further economies in transportation. 


Mr. Tuomas. That is fine—liaison, and so forth—but we are inter- 
ested in results. You come up with these results and we are going to 
ann with you far better, perhaps, than you thought we would stay 
with you. 

Mr. Corron. Before you leave that, may I get one thing straightened 
outinmy mind? The gentleman stated he had reason to hope it would 
save from 2 to 214 percent of $400 million in these services, and then 
he went on to describe the process of correcting repetitive mistakes 
and checking on that. Was that estimate of 2 to 214 percent confined 
to that sort of work, or does that include the savings you expect to 
make by negotiating for less than the published. rates? Is that the 
whole thing? 

Mr. Mack. That would be the whole thing; yes. 


GENERAL Supety Funp 


Mr. Tuomas. Now, we will turn to the general supply fund, and 


at this point in the record we will insert the very good statement on 
age 298 with the table on page 299 dealing with your store sales and 
sath delivery sales. . 
(The matter above referred to is as follows :) 


BACKGROUND OF THE APPROPRIATION 


The economical centralized purchase of materials and services by the agencies 
of the executive establishment and the government of the District of Columbia 
is facilitated by the use of the general supply fund. Such purchases are initially 
financed by this fund and later reimbursed by payments from the agencies served 
for materials and services sold to them. 

Sales to Government agencies fall into three groups: (1) Direct delivery sales 
in which the purchase is made by GSA for delivery directly to the ordering 
agencies; (2) stores issues of items purchased and put in stock in the stores 
system of GSA, including the fuel yard, to be issued to the agencies ‘upon requi- 
sition; and (3) the products of automotive, furniture, and typewriter repair 
shops. 

The general supply fund is a revolving capital fund for the continuous financ- 
ing of this purchase-sales-reimbursement cycle which is backed by inventories 
of stock on hand for issues. Through fiscal year 1950 the appropriated capital 
of the general supply fund had been built up since 1929 to $10,000,000. This was 
inadequate to finance operations of the size required to properly service the civil- 
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ian agencies of the Government and limited the quantities and number of items 
which could be handled by the stores system. 

During the first quarter of fiscal year 1951 the appropriated capital was in- 
creased by $34,000,000 to $44,000,000, of which $4,000,000 was provided in the 
Independent Offices Appropriation Act, 1951, and $30,000,000 in the Supplemental 
Appropriation Act, 1951, 

This increased capital makes it possible to expand the stores system to the 
extent necessary to serve the agencies promptly and adequately so that agency 
procurement can be reduced to the minimum necessary for purchases of only 
highly specialized items and agency inventories can be cut down to that minimum 
necessary to provide working inventories. This expansion of the stores system 
includes increases in several categories listed in a following table. 

From the standpoint of operations of the general supply fund during 1951, 
the delay in passage of the appropriation acts which provided the additional 
capital, the necessity for working out details of organization, facilities, inter- 
agency arrangements, ete., for the balance of the current fiscal year will preclude 
any significant increase in sales or operating expenses during the year. How- 
ever, with all of these preparatory measures concluded, it is planned to have the 
full capacity of the general supply fund program available for increases in stocks 
and sales in 1952. 

Based on this program, comparison of the actual sales at cost for 1950 and 
that projected for 1951 and 1952, exclusive of interwarehouse transfers and 
repair-shop sales, is as follows: 





Type of sales 1950 | 1951 1952 





(1) Stores issues sales $25, 964,215 | $35, 021, 677 $88, 000, 000 
(2) Direct delivery sales 51, 102, 505 | 56, 588, 000 61, 588, 000 
| 91, 609, 677 149, 588, 000 








77, 066, 720 








The estimates for 1951 are based on a gathering acceleration of expansion made 
possible by the additional capital, whereby the inventory level will be increased 
from $7,217,425 as of June 30, 1950, to $16,354,000 by the end of the year. The 
estimate for 1952 contemplates continued expansion in inventory level to a total 
of $40,000,000 by June 30, 1952. The following schedule shows the component 
parts of the 1952 program which make up the total of $88,000,000 stores-issues 
sales which must be capitalized, as well as the expanded inventory. 


| 





Turn-over | Sales at 


Inventory rate cost 








Regular stores program: 
Warehouse - $7, 425, 000 
Fuel yard (coal and oil) 3 575, 000 

Expansion of stores program: 
Fuel yard stockpile (coal) 1, 000, 000 
New stock items ; 25, 725, 667 
Standard forms.and blankbook work 500, 000 
Mandatory extension: 

Veterans’ Administration. .-_- A Fp, Re 660, 433 

Pom Olmos Departmeit........................-..-.. 753, 900 
TRIE, BE TIED Sno So oa nko hice cde cceccnsdenccane 1, 600, 000 
Blind-made products. 1, 000, 000 
Prison-made products 760, 000 
Te eS vanes : 40, 000, 000 | 
Undistributed capital 


Per 
o= 








w|Ssese 











Total appropriated 





Mr. Tuomas. Your store sales show a jump from $25 million in 
1950 to $88 million in 1952; your direct sales from $51 million in 
1950 to $61 million in 1952. This shows you will have store sales 
and direct sales of $149 million in 1952 as against $91,609,000 in 1951. 
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This fund was enlarged by $34 million last year to a total now of 
$44 million. You say: 

During the first quarter of fiscal year 1951 the appropriated capital was 
increased by $34 million to $44 million, of which $4 million was provided in the 
Independent Offices Appropriation Act, 1951, and $30 million in the Supplemental 
Appropriation Act, 1951. 

For 1951 you have 284 employees, and you want to step that up 
to 550 in 1952, with a breakdown of 19 in the District of Columbia 
and 431 in the field for 1952 as against 41 in the District of Columbia 
and 243 in the field for 1951. 

You have 10 regional offices and have established stores in 2 addi- 
tional offices, making a total of 12 for 1952. 


Expenses, GENERAL Suppty Funp 


Your program is broken down as “Purchasing, stores operation”, 
“Repair shops and equipment pools”, “Commodity inspection”, “Traf- 
fic management”, under Expenses, General Supply Fund and then 
“Staff operations”. 

STAFF OPERATIONS 


What part of this program is charged to “Staff operations” ? 

Mr. Larson. $2,980,400. 

Mr. Tuomas. How many employees? 

Mr. Larson. How many employees in “Staff operations” ? 

Mr. Tuomas. Yes. You want 550 for 1952 as against 284 for 1951. 
Does that include all of your employees for 1952 in your staff 


operations ¢ 

Mr. Larson. Are you speaking about total employees or just staff 
operations ¢ 

Mr. Tuomas. I am talking about the total versus the staff. 

Mr. Larson. The total for 1951 is 1,515 average positions and, for 
1952, the estimated average of positions is 2,716. 

Mr. Tromas. Why does it take a staff of 550 to supervise 2,700 
employees ? 

Mr. Larson. Where do you get the 550? 

Mr. Tuomas. On page 356. 

What is the total personnel under this “General supply fund’? 
How is it broken down between the District of Columbia and the 
field? You have 12 stores shown here. 

Mr. Larson. For what year? 

Mr. Tuomas. 1952 and 1951. 

Mr. Meptey. That is on page 371. 

Mr. Tuomas. That is already in the record. 

Mr. Larson. If you will go down to “Expenses, general supply 
fund,” in that table, you will find it broken down as to totals, and 
then over in the next table you will find your breakdown as to depart- 
mental, on page 371 (b). 

Mr. Tuomas. So that you have to fish all over the lot to find it. The 
best table is on page 371. 

Mr. Larson. The table on page 371 shows the total under “Ex- 
penses, general supply fund,” and the figure of the average employ- 
ment for 1951 is 1,515. 

Mr. THomas. Against how many for 1952? 

Mr. Larson. An average of 2,716. 

Mr. Tuomas. Is that an increase of 1,200? 
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Mr. Larson. That is an increase of about 1,200. Then you find 
your breakdown as to activities. 


PURCHASING 


Mr. Tuomas. Where is your purchasing activity, for instance 

Mr. Larson. You will find the purchasing activity has just about 
doubled. On page 371 (b) under “Expenses, general supply fund,” 
you will find your breakdown as to the departmental. 

Mr. Tuomas. How many employees do you have for purchasing 
in 1952 and 19514 

Mr. Larson. The average employees for purchasing in 1951 are 311. 

Mr. Tuomas. Whereabouts are they located ? 

Mr. Larson. In 1951 they were located—under the stores opera- 
tion, 17 of them were located in Washington. 

Mr. Tuomas. Where do you find that in the justification ? 

Mr. Larson. I am reading from table 371-b, which is a breakdown 
to all employees departmentalwise. 

STORES OPERATIONS 

Mr. Tuomas. Take your Federal Supply Service: You have $7,853,- 
000 as against $3,000,000 in 1951. You say: 
As the direct result and intended purpose of that $34 million increase in general 
supply fund capital approved in 1951, stores issues are expected to increase from 
$25,964,215 in 1950 to $35,021,677 in 1951 
and up to $88 million in 1952. This is “Stores operations.” Then I 


read on page 326 that you have a Nation-wide system of supply cen- 

ters located at Boston, New York, Cleveland, Chicago, Washington, 

Atlanta, Dallas, Kansas City, Denver, Los Angeles, San Francisco, 

and Seattle, and I have a note that in addition you send catalogs. 
How many people do you have under the “Stores operation” 
Mr. Mack. 688 in 1951 and 1,135 in 1952. 


PERSONAL SERVICES 


Mr. Tuomas. Under “Personal services,” on page 330, as set out in 
this table, you have 590 in the field in 1951 against 64 in the depart- 
ment; in 1952 you have 1,007 in the field against 104 in Washington. 

That 10 percent is high, is it not, in your supervisory personnel in 
Washington against 1,000 in the field, because when you get to the 
field you have exactly the same set-up that you have in the Washington 
office for. each one of your field offices. 

In that regard, let me turn to one of your tables showing the field 
set-up. Your Boston office is a good example. How many do you have 
in your Boston office? I counted approximately 42. You have a 
regional director at a salary of $10,750; then you come on down to 
the activities, and you have “Public buildings service, buildings 
management, national industrial reserve, space acquisition and utili- 
zation, surplus property management Rad disposal.” Then, under 
Federal Supply Service you have “Purchasing, property utilization 
and disposal, and commodity inspection.” Then, coming on down to 
“Staff operations,” this is a typical regional office. You have a 
National Archives set-up; you have “Staff operations”; then you have 
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Federal Supply Service; and then you have “Public buildings and 
grounds.” 

Mr. Larson. That does not include the overhead in the regions for 
the general supply fund, however. 

Mr. Tomas. Where is that charged ? 

Mr. Meptey. In relation to the charge which you are reviewing, it 
would be on page 17. 

Mr. Tromas. The point I am making is that you have 10 percent 
here charged to the headquarters in Washington for managerial pur- 
poses; then in the field you have 10 percent in the field charged for 
managerial purposes. 

Mr. Larson. I think that is very modest. You are running a 
business here that runs upward of $200 million, and you have to put 
out your guides, your advance information on pricing, on economic 
trends, etc. That is all the responsibilty of the central office, because 
it affects the whole country. For instance, right now we are in the 
middle of a very difficult merchandising situation, as every buyer 
knows, because of the criticality of certain materials. 

Mr. Tuomas. Therefore, your catalogs are out of date before you 
get them published. 

Mr. Larson. That is not correct. We can follow up where a lag 
appears. 

Mr. Tuomas. You are out of date before you get that completed. 

Mr. Larson. That might have been true at one time, but it is not 
true now. 

Mr. Tuomas. It was true 2 years ago, and certainly it is going to 
be truer now. : 

Mr. Larson. No; because our catalogs are backed up by detailed 
commitment contracts to furnish the material. 

Mr. Tuomas. Give us a little more information as to why you do 
not think you are actually top-heavy in your headquarters office ? 

Mr. Mack. In our headquarters office you will notice on page 17 of 
the charts there are 101 people who have been referred to as man- 
agerial. Actually about half of those people are working on really 
an operating job. They are developing the pricing, and those are 
fixed price catalogs that go out in rotation to the various agencies. 

Mr. Tuomas. Whereabouts are they—in the field or in the District 

Mr. Mack. They are right here in the District. 

Mr. Tuomas. All right; go ahead. 

Mr. Mack. About half of that figure is really an operational job, 
rather than a managerial job. I think that is an important point. 

Mr. Tuomas. All right. 

Mr. Larson. Mr. Chairman, when it is convenient for all of the 
committee I have a chart here which I think gives you a very good 
over-all comprehensive picture of what we plan to do in this stores 
operating. 

REPAIR SHOPS AND EQUIPMENT POOLS 


Mr. Tuomas. Next is your “Repair shops and equipment pools,” 
$336,351, which is an increase of $268,000 over 1951. I notice under 
“Performance” here you say: 


The Federal Supply Service has for some years, through the general supply 
fund, operated three repair shops in Washington for automotive vehicles, furni- 
ture, and typewriters. These shops contribute substantially to the preservation 
and good utilization of property, serving various agencies in this area. The 
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budget for 1952 proposes to establish additional shops and equipment pools in 
the field, and to provide appropriate supervision and management functions 
therefor from this appropriation. 

Where are they, and how many of them are there? 

Mr. Mack. I think Mr. Winckler can give you the details as to the 
locations of them. Mr. Winckler. 

Mr. Wincxter. I think the most important item in this 1952 budget 
is a small item of $100,000 for equipment pool and repair shop de- 
velopment, which contemplates a small staff in the field to study these 
matters. 


LOCATION AND COSTS OF ADDITIONAL REPAIR SHOPS 


Mr. Tuomas. Are you opening up one more shop in 1952, and if 
so, where ¢ 

Mr. Wincxter. It is possible that that study will disclose that it is 
advantageous to do so, and we have, therefore, provided in those shops. 
We have tentatively provided in the estimate for six additional type- 
writer shops, four additional furniture shops, and one additional 
automobile repair shop. 

Mr. Tuomas. Where are they going to be located and at a total cost 
of what, $300,000 or $250,000 ? 

Mr. Winckter. No; they would run more than that. 

Mr. Tuomas. Just lay it on the line right in there, give me some 
figures, and then I have the $64 question waiting for you to answer. 

Mr. Winckter. If those shops were inaugurated they would involve 
approximately 541 people—— 

Mr. Tuomas. They will not be inaugurated. Where are they going 
to be? 

Mr. Winckter. The additonal automotive shop would be located in 
Denver, the furniture shops would be in Atlanta, Denver, Chicago, 
and San Francisco. The typewriter shops would be in Cleveland, San 
Francisco, Denver, Kansas City, Chicago, and Atlanta. 

Mr. Tuomas. Now, do you know of a single instance in your broad, 
varied, and general business experience where the Government can do 
a job of production as cheap as private enterprise can do it? 

Mr. Wrncu er. Yes, sir; in these repair shops right here in Wash- 
ington I think we are competing every day with private operations. 
mr, Tuomas. Your justification last year surely did not prove it, 
did it? 

Mr. Winckter. I do not think that we had really an opportunity 
to fully develop that last year, Mr. Chairman. 

Mr. Tuomas. I am awfully sorry. We never want to be in the posi- 
tion of not letting you justify your estimates. However, you say that 
this is one example of where the Government can do a job cheaper 
than private industry can do it? 

Mr. Wixcxter. Yes, sir. 

Mr. Tuomas. Do you know of any private industry that give its 
employees 34 days vacation a year and then on top of that 15 days sick 
leave? I am surprised at your making that remark. It is gen- 
erally thought that the Government cannot compete with private 
industry in doing a comparative job. 

Mr. Wincxer. Well, I do not subscribe to that as far as these re- 
pair shops are concerned, Mr. Chairman. 
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Mr. Tuomas. Is that one exception, where the Government can 
compete with private industry in doing a comparative job? 

Mr. Wivckter. That may not be true of the entire operation of 
Government. 

Mr. Tuomas. You are saying that in Denver, Seattle, Chicago, St. 
Louis, or Cleveland you can take Bill Jones who has been in the repair 
business for 3 months, 5 months or 6 months or for 5 or 10 years, and 
you are saying that you are doing this work cheaper than Bill Jones 
who is in the repair business or in a factory, can do it? 

Mr. Wrncxuer. Well, it varies with the economic and competitive 
situation in the various localities. Then, there are other factors to be 
considered, such as dependability in an emergency. Our shops serv- 
ice is dependable and they turn out honest work. I think that this 
is particularly important in the automotive repair field. When you 
take a car in to get repair work done it is a pretty tough problem to 
determine whether you are going to get the required repairs done 
properly or not. If you have private contractors in an automotive 
repair shop do the work you immediately have to set up an additional 
expense for inspecting all of their work to see that it is done prop- 
erly. Off the record. 

(Discussion off the record.) 

Mr. Winckter. For instance, they tell you that they have replaced 
a carburetor when all that they have actually done is dump it into a 
bath and charge you $15 for it. They charge you for a rebuilt one 
when actually it may be another old carburetor that has been given 
a quick bath. 


INCREASED FUNDS FOR 1952 


Mr. Tuomas. How much of this increase is for repair shops? What 
are you going to do with that increase of $268,000 for 1952 over 1951? 

Mr. Winckter. The primary thing is to study the competitive situ- 
ation, Mr. Chairman, in each particular region to determine whether 
we should consolidate existing shops. I think that is very important. 
This section may give the impression that this is to be an expansion 
of shops which had not already existed in the Government, but the 
fact remains that the Government has hundreds of repair shops in 
existence right now. There are between 300 and 400 repair shops in 
existence for automotive work in the civilian agencies of the Govern- 
ment. 

Mr. Tuomas. Where are they located, and under whose jurisdiction 
do they come? 

Mr. Winckuer. They are in the various agencies of the Govern- 
ment, and are scattered throughout various agencies of the Gov- 
ernment. 


GSA REPAIR SHOPS 


Mr. Tuomas. How many does General Services have under its 
jurisdiction ¢ 

Mr. Wincxter. There are three shops under the Federal Supply 
Service; one furniture repair shop, one typewriter repair shop, and 
one automotive shop, here in Washington, 
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COMPARISON OF GSA AND PRIVATE REPAIR COSTS 


As an illustration of our charges, we are charging labor at $3 an 
hour in the automotive repair shop. We are dealing with approxi- 
mately 51 units of various agencies right here in town. They do not 
have to buy from us at all, and they are only buying from us because 
our prices are competitive with those of private shops. 

Mr. THomas. What is the competitive price for labor in a private 
shop ¢ 

Mr. Wincxter. In private industry you will find that they do not 
disclose this fact on your bill when you get it, but it runs between 
$3.50 an hour and $5 an hour. We are charging a flat rate of $3 an 
hour for automotive repair work, and in addition the agencies know 
that they are getting full value for the labor that we are charging 
them, because we have no incentive to do anything but run the shops on 
a strict cost-of-operation basis. 

Mr. Trromas. Do you break even? That is what we went into last 
year, and we came to the conclusion that you did not break even if you 
charged in the rent and amortization of your tools and two or three 
other little capital items there. We figured that you lost considerable 
money. 

Mr. Winckuer. That is correct. I think from the standpoint of 
including indirect costs last year it showed a very substantial loss in 
these three shops last year. 

Mr. Tuomas. Have you doctored up your accounting system so 
that it shows a good profit this year? That is understandable if you 
have. 

Mr. Larson. No; it is not doctoring up the accounting system, Mr. 
Chairman. Since July 1, 1950, under provisions of Public Law 152, 
indirect costs are paid from appropriated funds, hence, are not now 
included in the costs or billings to the agencies served by the general 
supply fund. 

Mr. Tuomas. You have changed it then? 

Mr. Larson. We do not want to keep anything if it can be done 
better somewhere else, but I think Bob Winckler has done a very good 
job in getting these shops on their feet. 

Mr. Tuomas. Can private industry do the job cheaper than the Gov- 
ernment can if you charge up all of your capital investment against 
your depreciation and lack of paying rent, and taxes and so forth? 

Mr. Larson. I would say that it could, Mr. Chairman, but I do not 
think that it does. Now, there are a great many operations that pri- 
vate industry can do and does do better every day than the Govern- 
ment does them, but this one is not so much on that basis. It is a 
matter of necessity. We have reached the point here in the District 
where private enterprise does not want to handle Government business. 
They have all they can do otherwise with the manpower shortage, the 
supply shortage, and the material shortage. It is a case of neces- 
sity in order to get the vehicles serviced. 


SUPERVISORY STAFF 


Mr. Tuomas. In the field you want 77 jobs for 1952 and 5 in the 
Department, and for 1951 you have 18 in the field and 1 in the Depart- 
ment. That means you want 82 jobs. That is all supervisory staff, 
that is not mechanics? 
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Mr. Wincxter. That is correct. 

Mr. Tuomas. Mr. Yates. 

Mr. Yates. I just wanted to ask one question. As to replacement 
parts on these automobiles, do you buy those at the same price that 
the automobile dealer would get them? 

Mr. Wrincxurr. We buy those under contract, under supply schedule 
contracts, that are placed by our purchasing people. 

Mr. Yates. I have heard the statement somewhere that the automo- 
bile people make their money on the replacements and parts, the 
various parts. 

Mr. Winckter. Yes; they do. 

Mr. Yates. There is a 50-percent mark-up on those. 

Mr. Wincxkuer. Yes; and they make money on their labor, too. 
You see, in private industry, by and large, the repair shops are 
adjuncts of a general sales organization. That is the principal pur- 
pose for them. If we go out and get a private contractor for Govern- 
ment business it is done on a competitive-bid basis. The shop that 
gets it is the one that has bid the lowest. We are the tail end when 
it comes to the desirability of that kind of work for the private 
operator. When we have fuel trucks, as we have here in Washington, 
to serve all of the Government buildings with fuel oil and coal during 
the winter, we have to be absolutely certain of having those trucks 
available at all ‘times, despite any emergency or breakdown. This 
was why our automotive shop started back years ago as a service 
adjunct to our fuel yard. 


RENTAL COSTS OF REPAIR SHOPS 


Mr. Tuomas. What is your rent here in the District of Columbia 
on these shops? It does not show up in this estimate of $68,000 for 
1951. You do not charge rent against that estimate. How much rent 
did you pay in 1951? 

Mr. Winckter. The rental is included in the actual charges that 
we bill other agencies at the shops. It is in the General Supply Fund 
of Federal Supply Service (p. 304). 

Mr. Tuomas. How much is that rent? You set out here for 1951 
for shops we gave you $68,137. That does not include rent. How 
much are you going to add for rent ? 

Mr. Winckter. $13,200. 

Mr. THomas. $13,200? Which is 20 percent of your total of $68,000, 
so instead of having a cost of $68,000, then you would have $81,000. 

Mr. Winckter. No, Mr. Chairman, 

Mr. Tuomas. You do not charge for your depreciation on your tools 
and you do not charge for any taxes. 

Mr. Winckter. Let me correct those statements, as I would not 
like to have them in the record. We do charge depreciation on our 
shop equipment, and the rental is not included in the $68,000. Each 
is included in the General Supply Fund estimate on page 304; not in 
the supervisory expense estimate. 

Mr. Tuomas. But you will admit that I am just a little correct to 
the tune of $13,000 additional. 





1215 


PROFIT IN REPAIR OPERATIONS, 1951 


Mr. Wincxter. No, sir; the $13,000 is recovered, is a reimbursable 
cost in our charges to the other agencies of Government. 

Mr. Tuomas. You just told me that you lost money in 1950. Did 
you lose any money in 1951? 

Mr. Wrncxurr. No, in 1951 to date we have shown a profit of 
$13,500 on these three shops. 

Mr. Pures. Including the rental charge, the depreciation, and 
everything else, the labor and all. 

Mr. Wincxter. All except the indirect supervising costs. We can- 
not include that in our charges to the other agencies in our billings. 
That is represented by the $68,000. 

Mr. Tuomas. How did you arrive at that $13,000 profit for 1951? 
I presume that is the first 6 months of 1951? 

Mr. Wincxter. The first 7 months. 

Mr. THomas. Seven months? 

Mr. Winckier. Yes. 

Mr. Tuomas. How did you arrive at that $13,000 profit now? 

Mr. Wrncxk rr. It is the difference between all of the costs charged 
by us against those shops and our billings to the other agencies. 

Mr. Tuomas. What are those elements of costs ? 

Mr. Wincxter. The biggest bulk of it is labor. 

Mr. Tuomas. Read from your sheet there where you show your $13,- 
000 profit. 

Mr. Wincxkter. I do not have with me a detailed breakdown of the 
individual items of expenses against those billings, but for 1951 you 
can see what they are on page 304, 

Mr. Tuomas. That is in your green sheets ? 

Mr. Wicker. Yes, in the green sheets. I will have to point out 
which is for shops, and which is not. If you will start on the fourth 
line in the 1951 column you will find a total for personal services of 
$375,421. That is for shops. 

Mr. Tuomas. All right, go ahead. 

Mr. Wincxter. Then you run down, and there is travel, $1,550, 
and transportation of things, $12,000, rents and utility services, $13,- 
200, other contractual services, $27,100, and supplies and materials, 
$9,850. 

Mr. Tuomas. What are you reading now, for your shops? 

Mr. Wincxkter. Yes, sir. 

Mr. Tuomas. Go ahead. 

Mr. Wrnckter. Equipment depreciation, $10,479. 

Mr. THomas. How much does that add up to now? 

Mr. WrncKkter. About $450,000. 

Mr. Tuomas. And yet you had an appropriation of only $68,000 
for 1951; is that right? 

Mr. Winckter. That is for supervision which is not charged in our 
billings by the shops, Mr. Chairman. That is a direct appropriation 
from Congress for the supervisory expenses which we are not allowed 
to inelude in our billing. Our billings cover labor, the parts we sup- 
ply, the depreciation on the equipment, rents and utilities, and the 
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other direct expenses. Our policy is to have the billings merely bal- 
ance even with those charges, insofar as possible. 

Mr. Tuomas. What I am getting at is this, you have a managerial 
cost of $68,000 for the supervision of about $450, 000 worth of work, 
is that correct ? 

Mr. Wrncxk.er. No; it is about $680,000 as we estimate the total 
billings. 

Mr. Tuomas. That is for the fiscal year 1951? 

Mr. Winckter. Yes; that is just an estimate. 

Mr. Tuomas. It is a cinch that you will lose $68,000 as far as income 
and outgo is concerned. Now the question is whether that service 
that you perform is worth that $68,000. 

Mr. Winckter. That is correct. 


REPAIR WORK, 1950 


Let me just give you a few illustrations of what those shops have 
done. Last year we repaired 12,780 pieces of furniture and office 
equipment as a result of having our furniture shop. We served other 
agencies with over 3,147 repair jobs on furniture. If that shop had 
not been in existence I would say that a good share of that furniture 
that we repaired would have been sold as surplus and new euneaeare 
would have been purchased for it. 

Mr. Tuomas. I think you have something there. 

Mr. Anprews. Have you been down to see that shop, Mr. Chairman? 

Mr. Tuomas. No. 

Mr. Winckter. T wish you would come down and see our furniture 
shop and the quality of the work that we turn out there. 


COMMODITY INSPECTION 


Mr. Tuomas. Let us turn to page 337 of the justifications, com- 
modity inspection. You are requesting $757,000 for 1952, which is 
an increase of $252,000 over 1951. 

Mr. Reporter, insert the table appearing on page 337 in the record 
at this point. 

(The matter referred to is as follows:) 


Summary of cost of activity by work components (programs) 





Programs 1952 


(a) Inspections (warehouse) - - - $105, 861 $157, 100 
(5) Inspections (source)... .- ada J pdb imhataics cok bakn thee oat 211, 723 340, 991 
(c) Tests (GSA) india kgs ots aK. 34, 289 105, 808 
(d) Tests (other laboratories) - . : aiid c albapebatine he rata. 114, 000 64, 000 
(e) Insnection engineering. __---- : 25 ay 32,7 22, 780 

Activity supervision hitiné ace 2 Biuiada cesnie ARS 29 6X7 

Service administration....................-.- beieed nie’ Gehec ao eee 5, 03: 14. 077 








ee Oe ns a hend ecscsee ppatainainneasndaatt nigh dthntb atop idtamaiaiiemned 504, 686 757, 443 





WORHLOAD COSTS, 1951 AND 1952 


Mr. THomas. I notice here you have 43,000 inspections programed 
as against 65,000 in 1952, and the unit cost of $2.46 in 1951 against 
$2.42 in 1952. It says here: 


The performance of the activity in fiscal year 1950 included mainly extending 
the services of inspection of standard stock items from 1 to 11 supply-center 
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warehouses ; the conduct of 32 pre-award inspections, investigation of 127 quality 
complaints, making warehouse-stock inspections at the rate of 60,000 annually, 
making or arranging for 4,058 laboratory tests involving $22,000,000 of purchases. 
Materials value at about $1,000,000 were rejected. 


PERSONAL SERVICES 


Where are your personnel items here ? 

Mr. Mack. They are on page 344. 

Mr. THomas. You have 119 in the field and 12 in the department for 
1952, or 131 altogether against 98 for 1951, 90 in the field and 8 in the 
department. ' 

Ps OTHER CONTRACTUAL SERVICES 

You have here “Other contractual services,” $65,500; tests by other 
agencies. What are they / 

Mr. Mack. Mr. MacLeod. 

Mr. MacLeop. As we inspect this material we have to make certain 
spot tests so as to measure the quality against the specifications. Part 
of our program is to utilize existing facilities for doing that to the 
maximum degree, and in order to do that we have to reimburse those 
whose facilities we use. 

Mr. Tuomas. To whom does this $64,000 go now ? 

Mr. MacLeop. Well, it goes to agencies like the Bureau of Reclama- 
tion, the Bureau of Customs, the Food and Drug Administration, the 
National Bureau of Standards and agencies that have established test- 
ing laboratories in the field whose facilities we use. 


SUPPLIES AND MATERIALS 


Mr. THomas. The next item is “Supplies and materials,” $10,660; 
to provide for laboratory supplies, $4,000, office supplies, based on 
average positions, $5,160, auto supplies, gas and oil, $1,500. 


EQUIPMENT 


Equipment, $29,170; provides for inspector's and office equipment, 
$8,815, laboratory equipment, $14,755, and four automobiles $5,600. 
Why buy this $14,000 worth of laboratory equipment here when you 
are paying $64,000 to other agencies to make tests for you? 

Mr. MacLeop, It is a combination of utilizing other agencies’ test- 
ing laboratories and utilizing our own in the field. In other words, 
these are spot tests that have to be done promptly so that we can know 
the quality of the merchandise. 

Mr. Anprews. Is that your laboratory in the field ? 

Mr. MacLeop. Yes, sir. 


TRAFFIC MANAGEMENT 


Mr. Tuomas. For traffic management you are requesting $43,486 for 
1952, an increase of $4,080 over 1951. 

Mr. Reporter, we will insert the table appearing on page 345 of the 
justifications in the record at this point. 


80203—51—pt. 2 22 
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(The matter referred to is as follows :) 


Summary of cost of activity by work components (program) 





Programs 1951 





(a) Service items $22, 541 
(0) Management : t 
Activity supervision : 2, 784 
Service administration 3, 135 


aa Rae ieee kittie ahd binned ain ocwiocia ck uit honda aie 39, 406 














Mr. Tuomas. I notice you say here: 


(1) a complete analysis of prevailing costs and services available, with the 
resultant routing of traffic via modes of transport providing the lowest over-all 
cost to the Government ; (2) conducting negotiations with carriers to obtain relief 
from rates. 

Is not that an overlapping with your other services here, $48,000! 
You are spending considerably more than that in general; are you 
not ? 

Mr. Larson. This is for the operation only of the “Supply fund,” 
Mr. Chairman. 

Mr. Tomas. In other words, this is a pin-pointed part of your 
study of traffic-control rates, and so forth? 

Mr. Larson. This is an actual operation, a complete traffic-manage- 
ment operation in a going concern, 

Mr. Tuomas. Is that an overlapping function there with your main 
study here on traffic? 

Mr. Hayenr. No. As I understand the breakdown between “Oper- 
ating expenses” and “General supply fund,” this relates to our opera- 
tions as to matters which come under “General supply fund.” It is 
all one operation. 


NONRECURRING WAREHOUSE PLANT EXPANSION 


Mr. Toomas. What is this nonrecurring item on page 349? 

Mr. Mack. That is for space, Mr. Chairman. 

Mr. Tuomas. That is for rent or purchased buildings? 

Mr. Mack. It is made up of a number of items, Mr. Chairman. 

Mr. Tuomas. Stores operations ? 

Mr. Mack. Yes; stores operations. 

Mr. THomas. Equipment ? 

Mr. Mack. Equipment and alterations of control equipment for 
the testing laboratories. 

Mr. Tuomas. It states here: 
the additional warehouse space will require improvements and alterations to 
promote efficient warehousing operations. 

Do you own those warehouses or rent them ? 

Mr. Snyper. At the present time we have only one warehouse under 
rental, but under the expanded stores program it is contemplated that 
we will have to rent additional space, at least in the beginning of the 
program. 

Mr. Tuomas. And pay for your own enlargement ? 

Mr. Snyper. Yes, sir. 

Mr. Tuomas. The equipment here is $1,815,000. 
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Mr. Snyper. That is warehouse equipment, such as lift trucks, 
tractors, and trailers to expand operations. In other words, we pro- 
pose to build up to a $40,000,000 inventory. In the handling of that 
amount of merchandise, one must have modern equipment or the 
cost of operations will be about double. 

Mr. Tuomas. How much of this $40,000,000 will be spent on your 
repair shops? 

Mr. Snyper. None of this is for repair shops. 


FUEL YARD AT -WASHINGTON 


Mr. Tuomas. Provision is made for equipment to facilitate the 
handling of fuel at the fuel yard in Washington, at a cost of $104,000. 

Mr. Snyper. That is for the installation of mechanical means of 
unloading and handling coal rather than doing it by hand. 


STAFF OPERATIONS 


Mr. Tuomas. I notice this language: 


Operating staff functions required to serve in carrying out the “General supply 
fund” activities are covered in this portion of the estimate, including the 
accounting, auditing, budget, financial reporting, personnel, organization and 
methods, office services, legal information and compliance. Each of these func- 
tions is performed under the direction and supervision of the appropriate staff 
officials of GSA.— 
to the tune of $2,980,400 for 1952 as against $1,547,400 for 1951, with 
550 jobs for 1952 against 284 for 1951. Now, these are all in the 
District of Columbia and in each one of your depots you have another 
10 or 12 doing managerial work there, which more or less duplicates 
and coincides with your staff offices; have you not? 

Mr. Larson. This includes the field, Mr. Chairman. 

Mr. Tuomas. No, no; that is separate. This is all District of Co- 
lumbia. This is 550, and in addition to that you have about 10 percent 
in each one of your field offices. 

Mr. Larson. Where do you get that information, Mr. Chairman ? 
You find a breakdown of the staff operations on page 356. There you 
have 119 in the ceneral office and 431 in the field for “Financial man- 
agement” alone, a total of 550 for “Financial management.” 

Mr. Tuomas. You are right, 119 for the central office and 431 for 
the field, or a total of 550 for 1952. 

Mr. Larson. That is “Financial management” alone. 

Mr. Tuomas. Yes. 

Mr. Larson. If you look over on page 371c you will find it broken 
down there between departmental and field. 

Mr. Tuomas. What about this “Staff operation”; where is the total 
covering all of it? That is just one part of it. 

Mr. Larson. It is the total I am referring to. 

Mr. Tuomas. What is your “Staff operation,” chargeable to the 
“General supply fund”? I will let you pick it out. It is not in the 
total here. 

Mr. Larson. You mean as to the number of people or as to the 
dollar value? 

Mr. Tuomas. No; the number of people. 
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ESTIMATED EMPLOYMENT, 1952 


Mr. Larson. That is on page 371c, a total of 739.5 average positions, 
broken down by 241.5 in Washington and 498 in the field. 

Mr. THomas. What were those figures again? 

Mr. Larson. A total of 739.5 for 1952. 

Mr. Tuomas. Where? 

Mr. Larson. Under “Executive direction” and “Staff operations” 
for the “General supply fund” operation, a separate appropriation, 
739.5 average positions. 

Mr. Tuomas. How many are there in the District of Columbia and 
how many are there in the field? 

Mr. Larson. In the District of Columbia, departmental, 241.5, and 
in the field, 498. ' 

Mr. Tromas. You have about one-third of them in the District 
of Columbia, then; have you not? 

Mr. Larson. No. 

Mr. Tuomas. That does not miss it far. It is about 35 or 40 percent. 
You have 241 against about 500. 

Mr. Larson. That is right, about one-third, although some of the 
increase shown for Washington will actually take place in the Wash- 
ington regional office other than the central office. 

Mr. THomas. And yet in each one of your staff steres you have 
about 10 or 15 percent of your people doing managerial work, which 
will make it about 40 percent of them. You have about 40 percent 
of your total of 739 people in your stores operations doing managerial 
work. 


Mr. Larson. It depends on what you mean by managerial. TI do 
not think 10 percent is too high for Government direct management 
of operations. Now 10 percent in Washington includes all of your 
processing, your research and pricing and all of that type of opera- 
tion plus your over-all supervision of accounting, your statistical and 
your budget requirements. 


REPAIR SHOPS 


Mr. Tuomas. I would just like to read one statement from the 1951 
hearings. 

Mr. THomas. How many employees do you have in the repair shop? 

Mr. WINCKLER. 44. 

Mr. THomas. You have 44 employees there doing $192,000 worth of business 
in a year. 

It does not take any cost accountant to tell you that if you have 
44 employees doing $192,000 worth of business a year that it certainly 
would not take you long to go broke in private industry. Are you 
doing better than that now, Mr. Winckler? 

Mr. Wincuter. Well, I read the figures this morning. For 7 
months we have shown a profit of $13,500. Our total billings amount 
to about $263,000. 

Mr. Chairman, may I also point out that in a repair shop about 
all you are selling is the labor and the overhead of the shop, and a 
relatively small amount of parts. It is never going to be a business 
that runs into a high dollar volume in relation to the number of 
people that you have in the shop, because, as I stated, the preponder- 
ant expense is the labor. 
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Mr. Larson. May I show you you this chart off the record, sir? 

(Discussion off the record.) 

Mr. Tuomas. The big collecting agencies or purchasing agencies 
in the Government are: first, the armed services; second, the Post 
Office Department; and third, the Veterans’ Administration. 


PURCHASES FOR VETERANS’ ADMINISTRATION 


What part of the total requirement are you handling for the Vet- 
erans’ Administration ? 

Mr. Larson. I cannot answer that right now, but I will get you 
that figure. 

(The information is as follows :) 


Total requirements of the Veterans’ Administration for supplies and materials, 
and equipment (object classes 08 and 09) during the fiecal year 1950 approxi- 
mated $204,834,000. Almost 60 percent of this amount was for medical supplies 
and equipment. 

GSA direct delivery sales and warehouse issues to the Veterans’ Administra- 
tion amounted to $6,600,000 in fiscal year 1950. No figures are presently avail- 
able on the total dollar volume of Veterans’ Administration purchases under 
the Federal supply schedules. 


Pupstic Buitpinas SERVICE 


Mr. Tuomas. We will insert in the record at this point pages 37 and 
38 of the justifications. 
(The documents are as follows:) 


The Public Buildings Service is responsible for carrying out all General Serv- 
ices Administration programs dealing with real property management including 
the planning, development, and performance’ of all programs embracing the 
acquisition, construction, utilization, management, and disposal of buildings and 
other real property. In addition to the trnasfer to General Services Administra- 
tion of activities previously performed by the Public Building Administration, 
certain new and expanded functions were authorized by the Federal Property 
and Administrative Services Act of 1949, as amended, to provide the Government 
with an economical and efficient system for the management of real property. 
It is the purpose of the General Services Administration to discharge these 
responsibilities in the most effective, economical, and efficient manner. 

The operations performed by the Public Buildings Service under “Operating 
expenses” are Government-wide and indclude the management and operation of 
buildings housing the Federal establishment in and outside the District of 
Columbia ; the maintenance and, where authorized, the reactivation of Govern- 
ment-owned industrial plants and machine tools and equipment for purposes of 
national defense; the acquisition, other than construction, and the assignment 
and control of utilization of general-purpose space; the disposal and management 
of surplus Federal real property, the management of public utilities, and the 
over-all direction and supervision of building construction and related activities. 

There is a substantial permanent increase in the responsibilities and workload 
of activities under the Public Buildings Service under the provisions of Reorgani- 
zation Plan No. 18 of 1950. Section 1 of the plan transferred from various 
Government agencies to the control of this Administration 2,603 leases, involving 
14,500,000 square feet of general-purpose space together with pertinent utility 
and service contracts. For 1951, all of this additional leasing workload was 
taken over at midyear and will be financed on a basis of advance reimbursements. 
For 1952, provision is made for the direct appropriation of $13,669,450 covering 
1,435 of those leases and for which funds have been deducted from the 1952 
estimates of the other Government agencies from which the leases were trans- 
ferred. The remaining 1,168 transferred leases will continue to be financed on 
a reimbursable basis through 1952. 

Section 2 of plan 18 transferred from other Government agencies to this Admin- 
istration during 1951 the functions of the various Federal agencies with respect 
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to the operation, maintenance, and custody of general-purpose buildings, involv. 
ing 17,200,000 square feet of space. For this purpose transfers in the amount of 
$15,447,396 were made by these other agencies to GSA for activities of Public 
Buildings Service during 1951. For 1952 the comparable amount of $15,234,716 
has been deducted from the estimates of these other agencies and included in this 
estimate. 

Another substantial addition to the direct appropriation workload for 1952 
includes certain buildings-management functions performed on a reimbursable 
basis in 1951, involving 5,220,348 square feet of space. The amount of $7,445,000 
is included for this purpose in the direct appropriation recommended for 1952 
Amounts comparable to this increase have been deducted from the 1952 estimates 
of the other Government agencies involved. 

In contrast to these substantial increases in workload and funds requirements, 
there are reductions in certain programs and fund requirements in 1952. Exam. 
ples are: the completion of the lay-away phase of the national industrial reserve 
program bringing a reduction of $2,935,027; and the nonrecurrence of financing 
the program of reactivation of certain industrial plans needed in the defense 
effort for which $14,000,000 was transferred to this appropriation during 1951. 

Detailed estimates for each of the activities of this Service financed from the 
“Operating expenses” appropriation follow in the order shown in the printed 


budget. 
Mr. Tomas. For the 1951 budget you have $95,809,284, and the 
estimate for 1952 is $101,930,000, which is an increase of $6,120,716. 


EMPLOYMENT, 1951 AND 1952 


How many employees do you have this year, Mr. Reynolds, in al! 
your programs, as compared with what you had last year? 

Mr. Larson. That is shown on page 371, Mr. Chairman. 

Mr. Tomas. You have a figure here of 22,237 for 1952, as against 
22,315 for 1951. Are those figures correct ? 

Mr. Larson. I do not follow that, Mr. Chairman. The average 
employment in the Public Buildings Service for 1951 is 21,932. That 
is under “Operating expenses.” 

Mr. THomas. You have 21,952 for 1952? 

Mr. Larson. That is right, under “Operating expenses.” 

Mr. THomas. You show an increase here of about 300 for 1952 over 
1951; is that correct, Mr. Reynolds? 

Mr. Reyno.ps. I think that is correct. 


INCREASE IN WORKLOAD DUE TO REORGANIZATION PLANS 


Mr. Tuomas. Generally, how much of an increased work load do 
you have by virtue of Reorganization Plans 18 and 20? 

Mr. Reynotps. We have a substantial workload outside of the Dis- 
trict of Columbia. In the District of Columbia it is very small, 
about in the neighborhood of 400,000 square feet. Outside of the 
District of Columbia it runs into rather sizable amounts, because we 
took over a large group of buildings from the Post Office Department, 
and also we took over quite a large group from other agencies. 


DIVISION OF PROGRAM 


Mr. Tuomas. Your program is divided here into activities, into 
about six or seven programs? 

Mr. Reynotps. That is correct. ‘ 

Mr. Tuomas. Buildings management in the District of Columbia, 
buildings management outside the District of Columbia, the national 
industrial reserve. Is that right? 
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Mr. Reynotps. That is correct. 

Mr, Tuomas. Space acquisition and utilization. 

Mr. Reynotps. That is right. 

Mr. Tomas. Surplus property management and disposal. Build- 
ings design and supervision. Public utilities management. 

Mr. Reynotps. That is right. 

Mr. Tuomas. That is seven different programs. 


SERVICE ADMINISTRATION 


We shall insert in the record at this point page 49 of the justi- 
fications. 
(The document is as follows :) 


Service administration 


1950 actual $205, 197 
1951 allocated 202, 572 
1952 budget ¥ 202, 572 


General direction over all programs assigned to the Public Buildings Service 
is provided departmentally by the Commissioner of Public Buildings and his 
Deputy, assisted by the staff of an administrative officer. In the field the Com- 
missioner is represented by a deputy regional director for public buildings in 
each of the 10 regions. This is the same staffing as provided for in 1951. 

Organization and staffing of service administrative are as follows: 





1950 1951 





Office of the Commissioner 
Office of the Deputy Commissioner 
Office of the administrative officer 


Ls 
| Bronu 





8 














| Basis for 1952 | 1950 
| 


Personal services | 28 positions at $6,592 _ - - $191, 640 $184, 57: 
ROE cick mskwecni nncusacetesena .--| 620 days at $20 9, 753 | 12, 400 
Communications..................... nenene| 28 positions at $75 1, 780 2, 100 
Printing and reproduction | 544 | 1, 780 
Other contractual services..........-...:.-- PATE a ORR See 605 600 
Supplies 28 positions at $40_____- 875 | 1,120 | 


Total cost.......| 205, 197 202, 572 | 202, 572 
| 








Service administration is not recognized as an activity under a performance 
type budget; consequently, the expense is distributed among the “Operating 
expenses” program activities of this service on the basis of estimates of time 
to be spent by these employees in connection with the operating activities for 
1952, and included in the estimates of each as follows: 





Activities Department 





(c) Buildings management in District of Columbia $11, 498 
(b) re om management outside District of Columbia. - -..- 8, 947 
(c) National industrial reserve 3, 

(¢) Property acquisition and utilization 

(e) Surplus property management and disposal 
(f) Buildings design and supervision, 
(¢) Public utilities management 





141, 232 
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Mr. Tomas. You have operating expenses here of $202,572. 
There is no change in fiscal 1952. 

This is broken down for the Office of the Commissioners, the Office of 
the Deputy Commissioner, the Office of the Administrative Officer, 
and the deputy regional directors and secretaries. 

Mr. Reynotps. That is for Service Administration. 

Mr. Tomas. This expense is all incurred here in the District of 
Columbia ; is that correct ? 

Mr. Reynoxips. No, some of it is outside. All the regional people 
are outside. 

Mr. Tuomas. You have 20 people there ? 

Mr. Reynowps. Twenty people outside; that is right. 

Mr. Tuomas. I wonder as a matter of accounting why you charge 
this, when you do not charge the remainder of your expense in the 
field to this account here. “Properly this is a District of Columbia 
operation, is it not, mainly ? 

Mr. Reynotps. No, the Service Administration covers both Wash- 
ington and the field. It combines the entire operation. It represents 
a small staff here, and then a man and his secretary in each region 
that handles Public Buildings Service work there. There are 10 
regions. 

Mr. Tuomas. You have more than one man in each of the 10 regional 
offices. In fact, 80 or 85 percent of your workload, of the entire 
agency, is by virtue of public buildings and grounds. 

Mr. Reynorps. That is right, and they are charged against the 
activities which they operate. 

Mr. Tuomas. You charge your regional man to your Wasington 
account, do you not? 

Mr. Larson. No, that is not right, Mr. Chairman. It is not the 
Washington account. It is charged to Service Administration. It is 
a distribution of the overhead to the actual job that the people are 
performing, which is Service Administration. 

Mr. Tromas. How many people do you have there? You have more 
than 28 people in Service Administration here, do you not? 

Mr. Reynotps. That is all we have. That is what we call Service 
Administration. 

Mr. Tuomas. You have eight in the Commissioner’s office and that 
is in the District of Columbia. What about the buildings manage- 
ment in the District of Columbia ? 

Mr. Reynotps. They are charged directly to the operations which 
they perform. 

This item here of $202,572 covers 28 people. There are 20 in the 
regions, which consists of 10 deputy regional directors and 10 secre- 
taries. 

Mr. Tuomas. The point is that here in the District of Columbia 
you have 263 people; or is it 372? 

Mr. Meptey. Two hundred and sixty-one. 

Mr. THomas. Two hundred and sixty-one ? 

Mr. Meptey. Yes, sir. 

Mr. Tomas. What part of these are charged up to the public 
buildings in the District of Columbia? Is that about 70? 

There are 53 outside of the District of Columbia, 26 in the National 
Industrial Reserve, 28 in Space Acquisition and Utilization, 35 in 
Surplus Property Management and Disposal, 35 in Buildings Design 
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and Supervision, 24 in Public Utilities Management. Those are all 
in the District of Columbia, in addition to this other item I have just 
read here of 28 people. 

Mr. Reynowps. That is right. They are included in the activities 
so that you can see where the work is going and what it should be 
charged to. It is very difficult to break my time down, for instance, 
into these various regions, so we set it up as one item under Service 
Administration. 

Mr. Larson. The 28 are included in those figures you gave, Mr. 
Chairman. They are prorated to the activities you mentioned. 

Mr. Tuomas. That is what I am getting at. Are the 28 included in 
the figure of 263 ? 

Mr. Larson, That is right; they are included. That chart on page 
371b is everybody in the District of Columbia. 

Mr. Tuomas. That is just this part of the 263 which is in the Dis- 
trict of Columbia. 

Mr. Larson. That is right. There are just 8 there. 

Mr. Tuomas. Do you have any other objects of expense charged 
against these 8? 

Mr. Larson. Yes; you have some travel and communications. 

Mr. Reynotps. There is a nominal amount for travel and communi- 
cations. 

Mr. Larson. That is on page 50. 

Mr. Tuomas. That is already in the record. 

You have travel of $12,400, for these 8 people ? 

Mr. Larson. No; that is the 28 people. 

Mr. Tuomas. Yes; the 28 people. 

For communication services you have $2,100. 


BUILDINGS MANAGEMENT IN THE DISTRICT OF COLUMBIA 


We shall insert in the record at this point page 52 of the justifica- 
tions, which is the operating expenses for the Buildings Management 
in the District of Columbia. 

(The document is as follows :) 


Hicu Ligutr STATEMENT 


Management, rental, operation, maintenance, protection, and upkeep of approx- 
imately 43,200,000 square feet of Government owned and leased space for hous- 
ing the Executive Establishment at the seat of government, together with joint- 
use communications and other related services, are provided by direct appro- 
priation. The direct appropriation workload for 1952 represents about 72 per- 
cent of the total program. The balance will be reimbursed from other agencies 
or funds. 

The increase of $1,734,992 for 1952 includes $520,000 for additional leased 
space and a net of $937,992 for additional Government-owned space. Included 
also are the sums of $13,000 for leased space transferred to this Administration 
under the provisions of section 1 of Reorganization Plan 18 of 1950 and $264,000 
for functions previously performed on a reimbursable basis, both of which 
amounts have been deducted from the 1952 estimates of the other Government 
agencies from which the functions were transferred. 

As a résult of progressive reductions in appropriations which have been pro- 
portionally greater than reductions in workload, building operations under this 
activity have had to be reduced to a substandard basis which is considerably 
below commercial standards for equivalent occupancy. A portion of the funds 
provided for this activity are for the payment of rents under lease contracts. 

Attention is invited to the form in which this activity is shown in the “Obliga- 
tions by activities” schedule in the printed budget, as follows: 
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Buildings Management in the District of Columbia 





1950 


1951 


1952 





$1, 463, 049 
30, 289, 721 


$1, 468, 000 
31, 256, 008 


$1, 873, 000 
32, 586, 000 





31, 752, 770 








32, 724, 008 





34, 459, 000 





The amounts shown for “Rent” are set out separately for the reason that such 
obligations are, in substance, fixed charges which cannot be reduced except 


through the release of space. 


In view of the present critical space situation and new space requirements for 
the expansion of existing and creation of new defense-connected agencies, the 
1952 program contemplates an increase rather than a decrease in space needs. 
It is essential, therefore, that.the amount of $1,873,000 indicated above for 
rents be provided in full to meet commitments under the terms of the leases. 
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Mr. Tuomas. The budget for 1951 is $32,724,008, and you are 
requesting $34,459,000 for 1952. 

I read this language: 

Attention is invited to the form in which this activity is shown in the “Obliga- 
tions by activities” schedule in the printed budget, as follows: 

Rent, $1,463,049 in 1950: $1,468,000 in 1951; and $1,873,000 in 1952. 

All other, $30,289,721 in 1950; $31,256,008 in 1951; and $32,586,000 in 1952. 

The amounts shown for “Rent” are set out separately for the reason that 
such obligations are, in substance, fixed charges which cannot be reduced except 
through the release of space. 

On the face of it it would appear that the other objects are about at 
the rate of 20 to 1 against rent. That is not true; is it? 

Mr. Reynotps. In the District of Columbia the rental figure is rather 
low as compared with what it was some 4 or 5 years ago. At one 
time we rented over 7 million square feet in the District of Columbia. 
Now it is slightly over 2 million. 

Mr. Tuomas. All your other objects total $32,586,000, against rent 
of $1,873,000. Generally, how does the rent on a building compare 
with the cost of operation, salaries, supplies and equipment, heat and 
electricity, and such as that? Do you have any ready figure for that ! 

Mr. Reynotps. As to the comparison ? 

Mr. Tuomas. What is the comparison? If you pay $1,000 a month 
rent what does it usually cost you to operate the building, maintain 
it, heat it, and provide light, salaries, and everything ? What is the 

ratio between rent and other objects ? 

Mr. Reynoups. Well, if you are paying $2 a square foot for space, 
a round figure would be $1 for operation, making a total of $3. 

Mr. Tuomas. Is that on a monthly basis or on an annual basis? 

Mr. Reynoups. That is on an annual basis. We do take quite a 
few warehouses and places of that sort and fix them up, where the 
rent is rather low. In certain cases the operation and maintenance 
may exceed the amount that you pay the owner for the bare space, but 
generally speaking the spaces that you have to acquire now, if you 
get into a better building, will run $8 to $3.50 per square foot. 

Mr. Tuomas. Do you mean to say that the rent is usually in the 

ratio of about 2 to 1 to the other objects, like salaries, heat, light, and 
so forth? 

Mr. Reynovwps. It will not miss it far. It costs about $1 a square 
foot for operation, depending upon how you figure the net and gross 
area. That is a flexible item. Some people figure on a gross square- 
foot basis and others on a net square-foot basis. On a complete gross 
basis our costs of operation run about 60 or 65 cents. 

Mr. Tuomas. This figure is just the reverse. In round figures you 
have $2 million for rent and $32 million for operation. 

Mr. Reynotps. There is very little rent paid in the District of 
Columbia, Mr. Chairman. These are mostly all Government-owned 
buildings. 

Mr. Larson. You will find on page 53, Mr. Thomas, that the other 
objects, as you call them, which really is management of buildings, 
cover the operation of 41,080,000 square feet of Government-owned 

space and 2,120,000 square feet of leased space. 

It costs a little less than $1 per square foot to maintain that space, 
if you lump the whole 43 million into the operation of buildings. 
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SUMMARY OF ACTIVITY COSTS 


Mr. Tuomas, This table at the top of page 53 of the justifications is 
very illuminating, and we will insert it in the record at this point. 
That gives your square footage and the space that you operate, over a 
period of years. 

(The document is as follows :) 


PROGRAM AND PERFORMANCE 


Summary aad netiotty costs 


1950 





DIRECT APPROPRIATIONS 
Space managed (square feet) | 40, 002, 000 40, 827, 000 | _ 43): 201, 088 
Unit cost per square foot___- $0. 783 $0. 791 ; $0. 790 


Guaeaens O00... 2.5.5.5 “31, 341, 496 "32, 320, 008 “34, 145, 000 
Activity supervision. --_- RSS API Mees Sead ome yea 378, 043 370, 000 280, 000 
Share of service administration 33, 231 34, 000 34, 000 

Activity cost (direct) 31, 7 52, 770 32, 724, 008 | 34, 458, 000 


REIMBURSABLE SERVICES 


Operation and maintenance of — sate 2, 745, 433: 35 , 500, | 2, 500, 000 
Miscellaneous job order work___...........-.--- bean 5 8, 696, 000 5, 896, 000 
Moving and space adjustments. - ES ERE ee eee 844, 110 1,104,000 | 1, 104, 000 


Activity cost (reimbursable) ‘ 9, 495, 427 14, 300, 000 9, 500, 000 


SEI IL LOS CLE AAS SOREN ROE 41,248,197 | 47,024,008 | 43, 959, 000 





Mr. Reynotps. As a matter of information, we have been working 
on revising our accounting system to that generally used in private 
practice. The rate difference occurs in the method by which you 
measure space. 

Mr. Tuomas. Under the Reorganization Act, plan 18, how much 
additional space did you get in the District of Columbia ¢ 

Mr. Reynotps. We got 400,000 square feet. 


BUILDINGS MANAGEMENT OUTSIDE DISTRICT OF COLUMBIA 


Mr. Tuomas. How much was it outside the District of Columbia? 
It looks about like 14 million square feet. 

Mr. Reynotps. Sixteen million eight hundred thousand under sec- 
tion 2 of plan 18, and in leasing operations, under section 1 of plan 
18, which we can put in the record at this time, 8,592,500 square feet. 

Mr. Tuomas. We will insert in the record at this point page 64 of 
the justifications. 

(The document is as follows :) 


HicH LIGHT STATEMENT 


Management, rental, operation, maintenance, and protection of approximately 
50,285,400 square feet of Government-owned and leased space, together with 
joint-use communications and other services, are provided by direct appropria- 
tion. This is an increase of 5,485,400 square feet over that estimated for 1951 
and includes 5,112,400 square feet previously rented and operated on a reim- 
bursable basis. In addition, the 1952 direct appropriation program includes 
the management of approximately 8,592,500 square feet of space under 1,435 
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leases transferred to this Administration by section 1 of Reorganization Plan 
18 of 1950. The direct appropriation workload for 1952 represents about 74 
percent of the total program. The balance of the workload will be reimbursed 
from other agencies or funds. 

The increase of $21,167,312 for 1952 is accounted for as follows: ‘ 


Transfer of leases by section 1 of plan 18 $13, 556, 000 
Functions previously performed on a reimbursable basis 7,181,000 
Additional space and increased rentals and services for leased 


T5T, 000 


21, 494, 000 
—326, 6S 


Total 21, 167, 312 


Of the increase of $21,167,312 for 1952, amounts comparable to $20,737,000 
have already been deducted from the 1952 estimates of the other Government 
agencies from which the functions were transferred before adding them to 
this estimate. 

As a result of progressive reductions in appropriations, proportionally greater 
than reductions in workload, building operations under this activity have had 
to be reduced to a substandard basis which is considerably below commercial 
standards for equivalent occupancy. A considerable portion of the funds pro- 
vided for this activity are for the payment of rents under lease contracts. 

Attention is invited to the form in which this activity is shown in the “Obli- 
gations by activities” schedule in the printed budget, as follows: 





1950 1951 





Buildings management outside District of Columbia: 





$5, 295, 467 $5, 950, 000 $24, 376, 00) 
33, 418, 916 34, 207, 688 | 36, 949, 000 








| RTE RE LOCI NEE TRE NIE BERT GAC LOR BET | 38,714,383 | 40,157,688 | 61,325, 000 





The amounts shown for “Rent” are set out separately for the reason that such 
obligations are in substance fixed charges which cannot be reduced except through 
the release of space. In view of the present critical space situation and new 
space requirements for the expansion of existing and creation of new defense- 
connected agencies, the 1952 program contemplates an increase rather than a 
decrease in space needs. It is essential, therefore, that the amount of $24,376,000 
indicated above for rents be provided in full to meet commitments under the 
terms of the leases. 


EFFECT OF REORGANIZATION PLAN 18 ON THIS ACTIVITY ON BASE FOR 1952 


Included in the base for 1951 is the amount of $15,260,388 representing the 
portion of transfers to GSA for financing buildings management functions of this 
activity which were transferred to GSA under section 2 of Reorganization Plan 
18 or 1950. The comparable amount included in the estimate for 1952 is 
$15,047,708, which is no longer included in the estimates of the transferring 
agencies. 

The above transfers do not cover any buildings of the Department of Defense 
for the reason that determinations with respect to the transfer of personnel and 
funds could not be effected in sufficient time to reflect the transfer of funds for 
1951 and the inciusion in this estimate for 1952 authority to continue operation 
of these buildings was temporarily redelegated to that Department pending actual 
determinations. At this writing, final adjustments were being made to effect 
the determinations, and early transfer of personnel and funds was anticipated. 
The operation of buildings transferred from the Department of Defense will be 
accomplished during 1952 by transfer of funds from that department. Com- 


parable amounts will be provided for in the direct appropriation estimates for 
1953. 
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PROGRAM AND PERFORMANCE 


Summary of activity costs 





| 1950 





DIRECT APPROPRIATION 


Greet TIRTIOE TOUTES BIE) Sn iii nic nde iro nnnin ecsowsieces 44, 296, 000 44, 800, 000 58, 877, 900 
Unit cost (square feet) ~ $0. 867 | $0. 889 $1. 034 








Operating cost... 38, 386,004 | 39,826,388 | 60, 884, 922 
Activity supervision ---_-...-.- eae cash erah i'es tka ecseeaiAedgiachn eta i macatint 303, 885 | 306, 000 414, 77: 
Share of service administration 24, 494 | 25, 300 25, 300 


Activity cost (direct) ..-.........-.- vd dntink ahanmdaa debe 38, 714,383 | 40, 157, 688 61, 325, 000 











REIMBURSABLE SERVICES | 
a Nr eg aiken 12, 324, 783 33, 725, 000 16, 700, 000 
Communication services 3, 431, 928 3, 500, 3, 500, 000 
Miscellaneous and job order work 787, 519 6, 175, 000 1, 000, 000 


Activity cost (reimbursable) 16, 544,230 | 43, 400, 000 21, 200, 000 














| 
Total cost 55, 258,613 | 83, 557, 688 82, 525, 000 


( 








Mr. Tuomas. This is the operating expenses for “Building manage- 
ment outside the District of Columbia.” 

There is a total budget estimate for 1952 of $61,325,000, which is an 
increase of $21,167,312. 

It may be interesting to note in that regard you had for rent for 
this space in 1951 $5,950,000, as against $24,376,000 in 1952. 

Does that include the 16,000,000 square feet that you acquired under 
Reorganization Plan 18, plus that 8,000,000 square feet that you are 
renting additional to 1951? 

Mr. Reyno.ps. If you will refer to page 67, Mr. Chairman, there is 
amore complete breakdown of what you are seeking. 


COMPARISON OF SPACE, 1951 AND 1952 


Mr. Tuomas. That is a good table. We will insert page 67 of the 
justifications in the record at this point. 
(The document is as follows :) 


Total square feet of Government-owned space as of June 
30, 1951: 
Regular operations provided for in annual act 
Section 2, Reorganization Plan 18 of 1950 


Total Government-owned space 
Increases for 1952, additional space: 
Federal Office Bldg., Nashville, Tenn 
Veterans’ Administration Bldg., Columbia, S. C_- 
Buzza Bldg., Minneapolis, Minn 
Buildings previously operated on a reimbursable 
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Total square feet of leased space as of June 30, 1951: 
Regular operations Ee, ne ET |S RSET RE 7: Dee a $7, 653, 000 
Section 2, Reorganization Plan 18 


Total leased space i $8, 158, 000 
Increases for 1952: 
Buildings previously operated on a reimbursable 
basis_____- 4, 029, 000 
Space transferred by section 1, Reorganization 
Plan 18 8, 592, 500 


RIE SR SO aE alin cede Se OED OM ee aN 12, 621, 500 
58, 877, 900 
WAREHOUSE SPACE 


Mr. Tuomas. What is a fair average for warehouse space for which 
you are paying? I was looking over those tables. It is not a uniform 
price by any means, is it ? 

Mr. Reynoups. No; it depends upon the type of warehousing you 
need. If you have to have a dry floor, with a full sprinkler system 
and divided up with suflicient fire walls, to give you adequate protec- 
tion for the storage of certain types of materials, you may have to 
go up to 75 or 80 cents a square foot. 

Mr. Tuomas. That is per year? 

Mr. Reynoups. That is right. If you take a warehouse where al! 
you have to do is put a slab on the ground with four walls and a 
roof, you get it for around 40 or 50 cents, with a minimum of heating. 

Mr. Tuomas. Are those comparable figures in every section of the 
country, or do they vary considerably ? 

Mr. Reynotps. They vary some, but not too much. If you get into 
the heart of a city, then it usually runs more. 

Mr. Tuomas. But you consider 40 to 50 cents a square foot a fair 
average ? 

Mr. Reynortps. For what you call normal storage, yes; but if it 
_has to be special storage it costs more. 

Mr. THomas. What we call a good floor with four walls and a roof? 

Mr. Reynotps. That is right. 

Mr. Tuomas. It may be well to insert in the record at this point the 
table appearing on page 68 of the justifications. 


WORKLOAD BY ACTIVITIES, 1950-52 


This gives the workload, operation, and maintenance of Govern- 
‘aaa owned space; rental, operation, maintenance, and repair of 

eased space; protection of buildings and property; furniture and 
semanas moving and space adjustments; operation of communi- 

ations facilities; and then it gives the building operations transferred 
under plan 18. 

That is a good table. 

Mr. Reynorps. The useful part of that table, I think, is that it 
gives the workload and the unit cost compared to previous years. 

(The document is as follows :) 
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NATIONAL INDUSTRIAL RESERVE 


Mr. Tomas. What is the story as to Mr. Williams’ National Indus- 
trial Reserve? 

Mr. Reynotps. He is here to tell us all about it. 

Mr. Tuomas. I notice he has a decrease of $16,935,027, with an esti- 
mate of $3,558,000. 

You state: 


A reserve of Government-owned industrial plants and machine tools and in- 
dustrial equipment is retained and maintained to assist in the supply of essential 
needs in time of national emergency and for purposes of national defense. 

The question I have in my mind, Mr. Williams, is why you have re- 
quested $3,558,000 this year. You had $20,000,000 plus last year. 

You say: 

During 1951, the sum of $14,000,000 was made available for the reactivation of 
certain of the facilities. The estimate does not include provision for any addi- 
tional reactivation work for 1952. 

How many of those buildings do you have on hand and how many do 
you plan to reactivate yourself and how many do you plan for industry 
to reactivate ? 

Mr. Witurams. At the present moment, Mr. Chairman, there are a 
total of 48 plants on which we still have responsibility. As far as I 
know at this time that responsibility will continue throughout fiscal 

ear 1952. There are possibly one or two plants that may or may not 
be reactivated. If they are they will probably be reactivated by the 
armed services. 

Most of the information we get on a plant-by-plant basis is clas- 
sified. If the chairman wishes, I can give him some of that in- 
formation. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


LAY-AWAY OF INDUSTRIAL PLANTS AND MACHINE TOOLS AND EQUIPMENT 


Mr. Tuomas. We will insert in the record at this point the tables 
at the bottom of page 76, dealing with lay-away of industrial plants 
and machine tools and equipment. 

(The document is as follows :) 


PROGRAM AND PERFORMANCE 


(2) Lay-away of industrial plants 





1950 





Work unit (residual acquisition cost) ................-......--] $281, 586, 000 
EA ee ee 2. 


Performance cost $7, 038, 404 $1, 410, 000 











The schedule of operations contemplates the completion of the lay-away pro- 
gram during 1951. No provision is included for 1952 for the purpose. 
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(3) Machine tools and equipment 








; 
Work unit ET 3, 325 11, 096 
Unit cost 3. $46. 18 
Performance cost b, 72 $512, 477 








MACHINE TOOLS AND EQUIPMENT 


Mr. Tuomas. What is the picture of your machine tools and equip- 
ment ? ; 

Mr. Wiuu1ams. Some of the tools are now going into service. It is 
still, you might say, on a tool-by-tool basis. We have very few ship- 
ping orders on the tools located on the west coast. 

Mr. Tuomas. In how many different locations are the tools? 

Mr. Wiutu1aMs. Three. 

Mr. Tuomas. Whereabouts are they ¢ 

Mr. WiuiiaMs. One at Gary, Ind.; one at Riverbank, Calif.; and 
one is now being moved. That is an additional expense, incidentally. 
It is being moved from Kenmore, N. Y., to Burlington, N. J., because 
the Air Force had to reactivate the Kenmore plant. 

Mr. Tuomas. What is the initial cost of these tools? 

Mr. Wiuu1ams. About $13 million. 

Mr. Tuomas. What does it cost for 1951 to keep up those tools? 

Mr. Witxiams. Our 1951 expense on the tools 1s $512,477. 

Mr. Tuomas. Against $222,000? 

Mr. WuuiaMs. Against $222,250 for 1952. 

Mr. Puituiies. I want to know about these tools. If you have not 
disposed of these tools up to the present time, under the conditions 
under which we are now operating, you are going to have on your 
hands a lot of obsolescent tools, and you are still carrying them on 
your books at the rate they were given to you. 

Mr. WuuiaMs. Of course, when you speak of value, Mr. Phillips, 
it is a rather difficult figure to use. The acquisition cost in 1941 
through 1944 and 1945 is considerably less. A reproduction cost 
less depreciation not including obsolescence would be something in 
excess of $13 million. 

On the question of obsolescence it is entirely possible you are right, 
that some of these tools are obselete. The position taken by the Muni- 
tions Board to date is that obsolescent or not they are still in existence 
and therefore it would be better to retain those until they can either 
use them or replace them with more up-to-date tools. That is the 
basis on which they have been going so far. | 

Mr. Tuomas. In other words, you are no more than service agents? 

Mr. Witui1aMs. That is correct. 

Mr. Tuomas. For the Munitions Board? 

Mr. Wiis. Yes, sir. 
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EMPLOYMENT, 1951-52 


Mr. Tuomas. How many employees do you have in the District of 
Columbia and how many employees do you have in the field for 1951 
and 1952? 

Mr. Wituiams. We have a total of 28.6 now, with 25 for 1952, show- 
ing a reduction of 2.4. 

Mr. Tuomas, 25? 

Mr. Wittiams. Yes, sir. 

Mr. Tuomas. In the District of Columbia ? 

Mr. WituiaMs. Yes, sir. 

Mr. Tuomas. Your activities are greatly reduced for 1952 as com- 
pared with 1951. 

How many people do you have in the field for 1951 and 1952? 

Mr. Wut1ams. Including the custedial employees in the field we 
show now 1,023 for fiscal year 1951 as against 680 for 1952. 

Mr. Tuomas. I do not see that. 

Mr. WiitaMs. On page 81, sir, at the bottom of the page. 

Mr. Tuomas. That is on the green sheets? 

Mr. Wiuu1aMs. That is right. 

Mr. THomas. You state: 

Approximately 97 percent of the personnel engaged in this activity are field 
personnel. 

Give me those figures again for 1951 and 1952 in the field and in the 
District. of Columbia. 

Mr. WituiamMs. For 1951 in the field it is 1,028 and for 1952 it is 
680. 

Mr. THomas. How many in the District of Columbia ? 

Mr. Wiraiams, 28.6 for the District of Columbia for 1951 and 25 
for 1952. 


TRAVEL 


Mr. Tuomas. What is this $17,200 for travel ? ° 

Mr. Wuuiams. That is generally for the technical men who are on 
the Washington payroll who must go to the field. It is much better 
to have them on the Washington payroll, because of their technical 
qualifications, than to have them on the field level, but they must go 
to the plants continually to assist in surveys with the departments 
and also to be sure they are maintained properly. We may have a 
little more of that travel this year, Mr. Chairman. 


CHARGE FOR SERVICE ADMINISTRATION 


Mr. THomas. Also charged to your appropriation is $19,750 for 
Service Administration; is that correct? 

Mr. WituraMs. Right, siz. 

Mr. Tuomas. That is all in the District of Columbia ? 

Mr. WituraMs. Of the $19,750, $3,942 is departmental and $15,808 
is field. 


MOTOR VEHICLES 


You have eight cars, and you want $11,200. Where are these cars 
located? Are they in the field ? 
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You say: 


Provision is made only for normal recurring expenses under the remaining 
objects of expense, consistent with employment and the nature of the activity. 
An amount of $11,200 with allowance for trade-in, is included in the estimate 
for the replacement of eight passenger motor vehicles. Vehicles will be used by 
officers and employees of the Public Buildings Service in connection with the pro- 
tection, maintenance, and repair of Government-owned industrial plants. 


Are those in the District of Columbia, or in the field ? 

Mr. Witutams. They will be used in the field, and mostly at the 
plants, sir, in patrolling the larger areas. If you will notice the ex- 
planation, they are all anywhere from 9 to 10 years old, and are in 
very bad shape. 

SPACE ACQUISITION AND UTILIZATION 


Mr. THomas. Next is your item of “Space acquisition and utiliza- 
tion,’ where there is an increase of $100,288 over 1951, making the 
total request for 1952, $1,271,000. 

I note the increase here is by virtue of Reorganization Plan No. 18 
of 1950. 

Mr. Rernoxps. That is correct. 

Mr. Tuomas. We shall insert in the record at this point page 83 
of the justifications. 

(The document is as follows:) 


Hieu Light STATEMENT 


General-purpose space for occupancy by the Executive Establishment and 
certain other Government agencies is acquired by leasing, and the use of 
Government owned and leased space is controlled by making occupancy assign- 
ments, periodic inspections, and analyses of utilization. Agency space needs 
and space-management practices. are surveyed and analyzed. Space found to 
be, or declared, excess is screened for reassignment or made available for 
disposal if found to be surplus. 

The increase in 1952 is entirely attributable to leasing functions transferred 
to GSA by Reorganization Plan 18 of 1950. Under the provisions of section 
1 of this plan, the General Services Administration will perform all non- 
excepted leasing operations involving general-purpose space throughout the 
United States for all executive agencies except the Post Office Department. 

A total of some 2,603 leases have been transferred to this Administration 
under section 1 ef plan 18 as of January 1, 1951. During the remainder of 
1951, the servicing of these leases will be accomplished entirely on a reim- 
bursable basis from funds available to other Government agencies. For 1952, 
provision is included in this estimate for servicing of 1,485 of these leases by 
direet appropriation and the remaining 1,168 leases will continue to be serviced 
on a reimbursable basis until 1953. 

An amount totaling $100,450 has been deducted from the 1952 estimates of 
the other Government agencies from which the lease servicing has been trans- 
ferred to cover the increase in this activity. 


Summary of cost of activity by work components (programs) 





1950 | (1951 








} | | 
Programs: 

a $273, 100 | $299, 750 | $400, 038 
Lease clearances... _- Ee EE TST 49, 800 58, 070 11, 907 
Space assignment control_......_.-.-.---- ; tee 395, 200 453, 592 | 
Space inspection. controh......: .-.-..------------------| _ 36, 600 205, 000 | 
Analyses of space use Be 73, 000 | 50, 000 | 
Excess space control. 47, 054 


Operating cost.____._._.__...-..-----.---- | 874, 754 | }, 211, 700 
Share of Service Administration. ............---.------ eat 65, 660 | 59, 300 59, 300 





SE ECan Be es OS Ca 940,414 | 1,170,712 | 1, 271, 000 
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As this activity deals with several phases of the space problem, none of which 
are expressible in the same work unit or measurable in the same number of work 
units, it is divided into major functions for the purpose of justifying the per- 
formance program. The functions are summarized above and each is discussed 
separately on the following pages. 


Mr. Tuomas. I will read your own language: 


General-purpose space for occupancy by the Executive Establishment and cer- 
tain other Government agencies is acquired by leasing, and the use of Government- 
owned and leased space is controlled by making occupancy assignments, periodic 
inspections, and analyses of utilization. Agency space needs and space-manage- 
ment practices are surveyed and analyzed. 

And so forth, and so on. 

Your program is broken down into sare. lease clearances, space- 
assignment control, space-inspection control, analyses of space use, 
and excess-space control. 

Mr. Reynoups. Mr. Chairman, speaking to this point of space 
acquisition and utilization, we feel that this is the one avenue that we 
have before us for the reduction in the amount of space used by the 
Federal establishment. To the extent that we have personnel available 
for studying of reports and actual field inspection of buildings, to 
that extent we can make reductions in cost. Very often by a resurvey 


of buildings we may be able to recover as much as 10 percent of the 
space used in that building. Of course, we get periodical reports, 
and those reports show the different characteristics of space used, the 
number of people in the building, the number of square feet per _ 
person, and so on. 

In addition to that, to get proper utilization of space, you have to 


go actually into the buildings, or should go into the buildings, at 
periodic intervals to see that the occupants are using the space 
ame & 
Mr. Tuomas. We have heard you speak on this subject a good many 
times. I am inclined to think you are right. If you get your trained 
ople and get them on the ground or in the building properly, and 
et them look it over, it is all right. This sort of reminds me of closing 
the barn after the horse is out. Here is an agency that goes over 
and leases some space. What good is it to say, “You leased too 
much” ? 

Mr. Reyno.ps. Under plan 18 most of that leasing control has been 
placed in our hands. If we can develop excess space in a building 
that may be rented for a single purpose, we can clear up 10,000 square 
feet or so by crowding together. We then will move some other 
agency out of rented space into that vacated space. 

Mr. Tuomas. This is running into money. It is $1,200,000. 

You have people in your 10 field offices making these same studies, 
do you not? 

Mr. Reynotps. That is right. Most of the work is done in the field. 

Mr. Tuomas. This right here is mostly in the District of Columbia. 


OBLIGATIONS BY OBJECTS 


Mr. Reynoxps. Please turn to page 91, Mr. Chairman. 

Mr. Tuomas. I have page 91 right here in front of me. 

We shall insert page 91 of the justifications in the record at this 
point. 
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(The document is as follows :) 


JUSTIFICATION BY OBJECTS OF EXPENDITURE 


Personal services.—This activity does not lend itself to a breakdown of personal 
services between the several categories of work performance for the reason that 
all functions of the activity are so closely connected that almost all of the em- 
ployees perform duties under each of the work functions. 











Program operations: | 
han ep es onions 26 
Field ° 219 
Share of service administration ¢ 8 





a ae a 253 
Average employment 225 247 
tn hd ce is chin nc ugele wegen daeannees $825, 57: $1, 069, 837 $1, 155, 600 
ig al Sb en Nei iS ag Mele ome SI a 8 Lier | $4, $4, 755 $4, 679 











Travel, $50,000.—It is estimated that 9 departmental employees will travel 
an average of 20 days each, at an average of $20 per travel day, and that 51 field 
employees will travel an average of 4514 days each at an average cost of $20 
per travel day. 

Transportation of things, $5,700.—This estimate is based on an annual cost 
of $200 for the departmental office and an average of $550 per annum for each 
of 10 regional offices. 

Communication services, $22,400.—It is estimated that desk telephone service 
will average $60 per year per employee, an annual cost of $14,820. Toll messages 
and calls will average $210 per month for the central office and $42 per month 
for each of 10 regional offices, rounded. 

Rents and utility services, $12,600.—It is estimated this sum will be required 
for housing employees located in outlying field offices where Government-owned 
space is not available. 

Printing and reproduction, $10,000.—This amount is estimated to cover cost 
of reproduction of annual space reports, blueprints of building plans necessary in 
space-assignment functions, manuals, ete. 

Other contractual services, $5,000.—Nominal provision, consistent with em- 
ployment and the nature and scope of the activity, has been provided for this 
item. 

Supplies and materials, $9,700.—This estimate is based on an average annual 
cost of $39 per employee, rounded. 

Service administration.—Included in the above objects is the total sum of 
$59,300 for the share of service administration which was set forth previously 
under that heading. 


Mr. Tuomas. You have 197 in the field for 1951, and 219 for 1952. 
There is 26 for each year for the departmental. 
Do you have any people in the field in addition to these people 


doing this same work ? 
Mr. Reynoxps. No; not on this activity. 


TRAVEL 


Mr. Tuomas. You have $50,000 for travel. 
Mr. Reynotps. Yes. Travel has to be high in this type of activity. 


TRANSPORTATION OF THINGS 


Mr. Tuomas. “Transportation of things” is $5,700. You say: 


This estimate is based on an annual cost of $200 for the departmental office 
and an average of $550 per annum for each of 10 regional offices. 





IETS 


26. 68 


Wr SBS LC BIE SBN LE) 
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What is your unexpended balance as of some recent date under this 
subhead, please, sir, for “Transportation of things”? Take February 
lor March 1 or whatever is your latest figure. 

Mr. Reynowps. An amount of $63 was expended under this activity 
through December 31, 1950, for “Transportation of things.” 


PRINTING AND RFPRODUCTION 


Mr. Tuomas. You have $10,000 for “Printing and reproduction.” 
You say: 


This amount is estimated to cover cost of reproduction of annual space re- 
ports, blueprints of building plans necessary in space assignment functions, 
manuals, and so forth. 


Could that not be cut half in two, and not hurt you, Mr. Reynolds? 
Mr. Reynoups. I do not see how you could reduce it. 
Mr. Tuomas. What about your annual space reports? That is just 
time wasted, is it not ? 
Mr. Reynoups. No; that is very valuable. 


Mr. Tuomas. Why? How many copies do you print, and to whom 
do you send them ? 


Mr. Reynotps. I could not tell you the number, but we could get 
you that information, Mr. Chairman. 
(The information is as follows :) 


We print 200 copies—that is, 100 copies twice a year—of our Semiannual Re- 
port of Utilization of Federal Space in the District of Columbia. It is distributed 
for users outside of our office as indicated on the following list. We have found 
from experience that other copies are required for miscellaneous users on re- 
quest. Numerous other copies are also required for desk use by employees in 
our space offices. The 100 copies printed have been found just sufficient to meet 
needs. 

DISTRIBUTION LIST FOR ANNUAL SPACE REPORT 


Director, National Capital Park and Planning Commission 
Chesapeake & Potomac Telephone Co. 
Capital Transit Co. 
Government Services, Inc. 
Division of Vehicles and Traffic, District government 
Bureau of the Budget 
Commissioner and Assistant Commissioner of Public Buildings 
Director of Buildings Management Division 
Deputy Commissioner for Administration 
3udget Office of Public Buildings 
Administrator’s Office 
Regional director and deputy regional director's office 
Library 
Concessions Division 
Field Space Office 
Project Development Office 
National Archives Service 
Senate Public Works Committee 
Air Intelligence Division of Air Force 
Director, Office of Management, GSA 
Internal distribution to our staff 
Miscellaneous, on request 


CHARGE FOR SERVICE ADMINISTRATION 


Mr. Tuomas. For “Service administration” you say : 


Included in the above objects is the total sum of $59,300 for the share of 
“Service administration’ which was set forth previously under that heading. 


That is $59,300 in addition to this $1,155,600? 
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Mr. Reynotps. No; it is included within it. 

Mr. Tuomas. You say, “included in the above objects.” 

What is that “Service administration” item? That is where the 
central direction from the Washington office comes, is it not ? 

Mr. ReyNnotps. That goes back to page 49. 

Mr. Tuomas. Service administration ? 

Mr. Reyno.ps. That is correct. That is part of the $202,572 I 
mentioned. 

Mr. Tuomas. It takes a Philadelphia accountant to break this 
down ; does it not ? . 

Mr. Larson, This is a result of the Bureau of the Budget request 
that we allocate service administration among the activities admin- 


istered instead of setting it out as a separate activity. 


SURPLUS PROPERTY MANAGEMENT AND DISPOSAL 


Mr. Tuomas. We will insert page 92 of the justification at this point 
in the record. 
(The matter above referred to is as follows :) 


Hieu Ligut STATEMENT 


Real property determined to be surplus to the needs of all Federal agencies 
is classified, appraised, offered for disposal, and disposed of by sale, long-term 
lease, or transfer for cash, credit or other real property. Such property is 
managed, protected, maintained and placed in lease status under revocable 
permits pending disposal, and properties disposed of under mortgage and by long- 
term lease are managed during the life of the mortgage or lease. During 1952 
returns to the Government from mortgage payments in principal, rental pay- 
ments from leases and interim permits, cash sales, and initial down payments 
on credit sales have been recently estimated at $50,200,000. 


Summary of cost of activity by work components (programs) 





1951 





Programs: 


banat $2, 384, 000 $566, 266 $550, 078 
(2) Property management 2, 870, 082 333, 734 350, 000 





Cs schiccncant as $n ks cadane a-ak 5, 254, 082 900, 000 900, 078 
Share of Service Administration. -_ _...-- 4,770 | 4, 922 4, 922 








—| 
Total cost........---- | 5,258,852 | 904, 922 | 905, 000 





The breakdown above represents the two major functions performed under 


this activity and are susceptible to further breakdown in terms of workload as 
follows: 





Declared value, millions of dollars 








j 
1950 1951 


(1) Disposals: 
Declarations and repossessions -.-. ----- A 278. 4 | 2. 25.0 
| ERE eas a pau hoe Caer 1, 229.5 | 135.0 

, 507.9 | 310, 0 | 160.0 


(2) Property management: | | 
— ion and maintenance ------- onsale acid 402.4 | 30.0 | 34.8 
a Snes ae iaaiawleces Teens i 460.5 | 215. 4 | 190. 0 
Mortgages (residual balance). .---------- . 237.8 | 224. 2 | 215.5 
, 100.7 469.6 440.3 
' ' 
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Since personnel employed in both the disposal and property management 
functions are utilized in all phases of the various segments of the activity. 
development of unit costs for each segment is not feasible ; consequently, only the 
unit costs for the two major functions are used, expressed as a percentage of 
cost of operation to total declared value of property. ‘This constitutes the actual 
workload in each of the two major functions, each of which is discussed 


separately in the following paragraphs. 

Mr. Tuomas. The Public Buildings Service, Surplus Property 
Management and Disposal, shows an increase of $78 for 1952 or a 
round figure of $905,000. You say: 

Real property determined to be surplus to the needs of all Federal agencies is 
classified, appraised, offered for disposal, and disposed of by sale, long-term 
lease, or transfer for cash, credit, or other real property. 

This is certainly a different program from what we had this morn- 


ing when we had personal property disposal. 
You say: 


During 1952 returns to the Government from mortgage payments and principal, 
rental payments from leases and interim permits, cash sales and initial down 
payments on credit sales have been recently estimated at $50,200,000. 

How do you break down the $50,000,000 between rentals and sales, 
and how many pieces of property did you sell? 


ESTIMATED RENTALS AND SALES FOR 1952 


Mr. Reynotps. Rental payments are $4,500,000; interest on princi- 
pal, $8,300,000; payments on principal, $17,400,000; cash sales and 
initial down payments, $20,000,000. 

Mr. Tuomas. In other words, you get $30,000,000 in 1950 from rent- 
als, payments on mortgages, and interest payments? 

Mr. Larson. That is correct ? 

Mr. Tuomas. What are they—monthly payments ? 

Mr. Larson. Some are payable monthly, some quarterly, some 
annually. 

Mr. THomas. How many pieces of property do you collect rent 
from ? 

Mr. Reynoxps. We collect from about 600 pieces of property under 
mortgage and about 60 under lease. 

Mr. Tomas. How many did you sell? 

Mr. Reynotps. We estimate we will sell 50 pieces of property in 
1952. 

Mr. Tomas. That makes 710 pieces of property that you touch— 
660 under lease and mortgage and 50 under sale. 

Mr. Pumps. You say “will sell.” 

Mr. Reynops. I would say we will dispose of. 

Mr. Tuomas. Are you talking about 1951 or 1952? You say “will 
sell.” 

Mr. Reynotps. That is 1952 I am talking about. 

Mr. Tuomas. That is a total of 710 pieces of property—660 under 
lease, and so forth. 
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EMPLOYMENT 


How many people do you have working in the field and in the 
District of Columbia collecting this money ? 

Mr. Jennrno@s. In the District of Columbia there are 34 people. 

Mr. Tuomas, How many in the field? 

Mr. JenninGs. In the field there are 71. 

Mr. Tuomas. That makes 105 people to take care of 830 pieces of 
leased Feoverty and so forth. How many in the field will sell those 
properties 

Mr. Jennrnos. Those people in the field work on everything in- 
cluded in this particular activity—inspecting properties, leasing prop- 
erties, and disposing of properties, including the renegotiation of 
leases and lease options to purchase. 

Mr. Tuomas. Certainly a couple of good bank clerks—no more than 
3—could take care of those 830, the way they will pay rentals, every 
month or twice a month, could they not ? 

Mr. Jenninas. There is the question of inspection that ought to 
follow through on properties that are leased. 

Mr. Tuomas. There are 71 in the field. How many in the District? 

Mr. Jennings. Thirty-four. 

Mr. Tuomas. What do they do? 

Mr. Jenninos. There is the appraisal service here, five people; 
there is the disposal unit, five people—this is outside of stenographers ; 
und a management group of five people. 


DISPOSAL OF PROPERTY, 1952 


Mr. Tomas. How many pieces of property will you have for sale 
in 1952? 

Mr. Jennincs. Four hundred and seven. 

Mr. Tuomas. Have they already been declared surplus? 

Mr. Jenninos. That is another process that is a difficult operation 
because it is a question of screening and rescreening to see if there is 
a need for those properties for defense purposes. 

Mr. THomas. How many of those 407 pieces of property will you 
dispose of in 1952, and how many did you have in 1951? 

Mr. Jennrnes. We estimate a disposal of 170 in 1952. There will 
be 407 properties in that category. 

Mr. Tuomas. For sale? 

Mr. Jenntnos. Yes, sir. 

Mr. Tuomas. How many did you have for sale in 1951? 

Mr. Jenninos. By June 30, 462. 


WORKLOAD, 1951-52 


Mr. Tuomas. We will insert at this point in the record the table at 
the middle of page 93. 
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(The matter above referred to is as follows:) 


The following tabulation shows the comparative workloads of declarations, 
disposals, and inventory for fiscal years 1951 and 1952: 





Declared 
Number value 
(millions) 





Available for disposal June 30, 1950 
Estimated declarations and repossessions, 1951 


Estimated total available, 1951 
Estimated disposals, 1951._.__._____- 





Estimated available for disposal June 30, 1951 
Estimated declarations and repossessions, 1952 


Estimated total available, 1952________- 
Estimated disposals, 1952 





Estimated available June 30, 1952 





Mr. Tuomas. This shows the estimated disposals for 1952 are 170; 
estimated available June 30, 1952, 237. Is this a result of acquisi- 
tions in World War II? 

Mr. Reynotps. Of course, there were a great number of properties 
acquired in World War II. Mr. Larson can speak to that question 
better than I can. A great number were disposed of. We were in 
the process of selling a great number of properties, when the freeze 
order was put on last fall on all unsold property. That screening has 
been carried on now for several months. A great many of those prop- 
erties are still frozen, so that you can take no action on them. 

Mr. Tuomas. Coming to this field force, what is the nature of these 
properties? You say they have to be inspected, and so forth. The 
most of them were Federal buildings, such as post offices; were they 
not ¢ 

Mr. Reynorps. Oh, no. 

Mr. Jenninos. These are industrial properties as well as plants and 
large acreages. 

Mr. Tuomas. Agricultural lands? 

Mr. JENNINGS. Yes, sir.. Camp Ellis is one. 

Mr. Tuomas. Do the Agriculture Department and the Interior De- 
partment still have a finger in them ? 

Mr. Larson. We service the mortgages on those sold by Agriculture. 

Mr. Tuomas. What type of properties do you have for sale now, 
and what is the industrial reserve that is not for sale until you get an 
order from the Munitions Board; is that correct ? 

Mr. Larson. That is correct, all types including 48 plants in the 
custodial reserve. 

Mr. Tuomas. You have 48 pieces. What other type do you have 
for sale? 

Mr. Larson. I think most of the industrial properties are gone, 
have already been sold or leased. Most other pieces of property now 
available for sale are some large, some small. including Army camps, 
hospitals, housing developments, and so forth. 

Mr. Tuomas. With buildings on them? 

Mr. Larson. With buildings on them, like hospitals, Coast Guard 
stations, customs installations, and pieces of property like that that 
were caught in this freeze. 
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Mr. Tuomas. Do you have guards in all of them now ? 

Mr. Larson. There are not any guards maintained in them unless 
the property is such that we have to maintain guards in them. 

Mr. Puiurrs. Have you taken into consideration the probable in- 
crease in the value of the property, er do you just take it on the basis 
of its cost to you ? 

Mr. Larson. No. That is the declared value, which is the acquisi- 
tion cost. 

Mr. Putures. I notice you have 334 on June 30, 1950, with an aver- 
age value of around $1,250,000, and you will have about 237 two years 
later with an average value of about $1,000,000. Do you take into 
consideration any change in the real-estate market ¢ 

Mr. Larson. No. We do not attempt to keep current values on any 
property. It would involve a constant appraisal of properties which 
we feel would not justify the cost of maintaining records of that sort. 

Mr. Pures. When you sell a piece of property, are you getting 
above your book value? 

Mr. Larson. In most cases, no. 

Mr. Putures. How much under? 

Mr. Larson. I have not been close to this program recently and 
could not answer that. 

Mr. Jenninos. I have a list of properties disposed of during the 
year’s period that is quite voluminous, which gives some examples of 
that. 

ACTIVITY COSTS BY OBJECTS 
Mr. Tuomas. We will insert at this point the table on page 101. 
(The matter above referred to is as follows :) 7 


The following tabulation shows the distribution of the 1952 estimate by object 
class between departmental and field: 





| Departmental Field Total 


Personal services-__---- CS A Wn SOAR ERE EO co, $222, 563 | $392, 748 $615, 311 
Travel RAS . : = 16, 500 24, 500 
Transportation of things_-_--..-_- ke : 6, 500 6, 500 
Communication services. -_-_-.-- 10, 500 | 15, 500 
Rents and utility services hated a ecane se dghDenemedatned | 12, 500 12, 500 
Printing and reproduction - _- . 3 : 2 2, 600 4, 600 
Other contractual services: | 
Auctioneer and broker fees_._...--...---- BRED. <5 saa 20, 000 20, 000 
Protection and maintenance contracts - habia’ | 101, 689 | 101, 689 
Advertising contracts_-_---.....--.--- By as Teter ES 34, 000 | 34, 000 
Miscellaneous real property cost (land and utilization | 
a tans ohne e by ieee a 5, 000 | 5, 000 
Appraifel:Contracts...............---- Slain acaba 40, 000 
Reimbursement, Department of Interior. -___..-- 20, } 20, 000 
Supplies and materials_-_._--.........--.----- rubra atthe ‘ f 5, 400 


inline ste hn sp ioatnbhbekactibcwkencdcsems 3 905, 000 





Mr, Tuomas. I notice you have travel, $24,500. The most of this 
property you have had on hand for 2 or 3 years—ever since 1945. 

Mr. Jennines. Yes, sir. Of course, you are getting down to the 
tough disposition cases left in the inventory. Besides rescreening 

Mr. Tuomas. Do you have anybody in out-of-the-way stations 
looking after it? 

Mr. Jennings. There is an average of 7 people, the 71 for the 
total field service, in each region—7 people continually handling prop- 
erty disposals, mortgages, and so forth. 
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Mr. Tuomas. They are included in your 105? 

Mr. Jenninos. That is correct. 

Mr. Tuomas. What is the total value of the properties? I notice 
you have an expense of around $905,000 for 1952, and your travel of 
$24,500 jumped up from $16,500 in 1951. Then you have communica- 
tion services, $15,500, which jumped up from $10,500. Why is that? 
And you have protection and maintenance contracts, $101,689. How 
is that money spent? 

Mr. Larson. oa are reading the departmental and field. This is 
all for 1952. You add those together, and you get $15,500 for com- 
munication services. 

Mr. Tuomas. That is right. The sum total is $15,500. 

Mr. Jennings. The breakdown is shown on the green sheets, page {6. 
That shows communication services in 1950 of $46,000 against $15,500 
included for 1952. 

Mr. Tuomas. How are you going to spend the $15,500 for communi- 
vation services for an agency like this? 

Mr. Jennines. There is quite a bit of telephoning. 

Mr. Tuomas. Well, you have a bunch of old properties down there 
that you can hardly give away. 

Mr. Jenninos. Yes, sir; but it certainly is active so far as inquiries 
are concerned. 

Mr. Tuomas. And it is so important that you have to spend long- 
distance call money and Western Union money. Did you ever try air 
mail on some of that? 

Mr. Jenninos. Yes, indeed. We try to handle it by air mail. 

Mr. Tuomas. Cannot you cut down this cost 50 or 60 percent for 
1952? 

Mr. Jenntnos. We always attempt to be prudent and economical 
in the use of long-distance calls and telegrams. 

Mr. Larson. That is $5 per month per employee engaged in this 
work. 

Mr. Tuomas. Certainly out of 105 people you do not have more than 
15 or 20 talking long distance or sending telegrams; do you? Each 
Member of Congress gets $500 a year for telegrams. On this basis 

Mr. Larson. They get $60 a year. 

Mr. Tuomas. And Congressmen have about 1,000 times as much 
work as each one of your employees in this activity has. 

Mr. Larson. I think it would be difficult to compare the work load. 
I am afraid Members of Congress might have more than 1,000 times 
more communications. 

Mr. Tuomas. I cannot see this communication item of $15,000. It 
looks like your personnel set-up is top-heavy, too—about 30 or 40 
percent. 

Mr. Larson. The biggest part of this job is servicing these mort- 
gages. You have to service a mortgage if you are going to protect 
the Government’s interest. 

Mr. Tuomas. Well, three or four good bank clerks could handle 
those 660 pieces in 3 hours a day. You do not get payments on an 
average of more than once every 15 days, do you? 
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INSPECTION OF GOVERNMENT PROPERTY 


Mr. Larson. The payments and clerical work are incidental. I 
mean the billing, and so forth, are incidental. It is in the inspection 
of the property to determine whether or not the Government’s secu- 
rity is being properly cared for. That is the big item in servicing 
any mortgage. Just like the Federal land bank—those people inspect 
every mortgage at least once a year, and they try to do it twice a year. 
We do the same thing on these properties, except the deterioration 
is much more rapid on industrial properties than it is on agricultural 
properties. 

Mr. Tuomas. You have 660 of them. How often do you inspect 
each one of them ? 

Mr. Larson. With the size staff we have here, we cannot inspect 
them as often as we should. We should get around to them once a 
year, but we won’t quite get around that often. 

Then it is a difficult job to make inspections. It takes time to make 
an inspection of industrial property. But you have coming in here 
every year from those properties $17.4 million on your principal; 
you have $8.3 million on your interest ; and you have about $5 million 
of rental payments. 

Mr. Tuomas. And you are spending one-seventeenth of that in look- 
ing over and inspecting them. 

Mr. Larson. I do not agree with that. The whole cost is only 1.8 
percent of receipts, if you estimate receipts at $50.2 million, $30 
million of which is all fixed income. If you did not sell a single 
additional piece of property, your cost of looking after the property 
would be only about 3 percent of receipts, which I think is pretty 
small. And it is highly important that a representative of the Fed- 
eral Government visit these properties and determine their condi- 
tion. I think that is extremely important. 

Mr. Tuomas. Yes; but what does he do when he gets there? What 
has been done about these properties after the inspection is made ¢ 

Mr. Larson. The payments are not maintained on the due date; 
you have a percentage that run delinquent all the time. 

Mr. Tuomas. Say a man goes in there and says, “Here is a machine 
you are not oiling properly,” or “You are letting the roof fall in over 
here,” or “This concrete is 'sagging.” What is the lessor going to do? 
In other words, can you put your finger on anything definite that looks 
toward the improvement of the leasehold by virtue of the inspection ? 

Mr. Larson. I do not know exactly what you have in mind. 

Mr. Tuomas. Asa matter of fact, it is very difficult to do. 

Mr. Larson. No. He can do it. 

Mr. Tuomas. Because you usually end up in the courthouse. The 
lessee says, “That is normal wear and tear and is included in the lease. 
If you think I ought to go out and spend money for that, you are crazy. 
Take me to the courthouse.” That is the usual answer he gets, is it not? 

Mr. Larson. We have not had to do that. We have not had to 
bring foreclosure proceedings against but one mortgagor. 

Mr. Tuomas. But the sum total of it is that it boils itself down to 
a collection agency of rents and rentals of property. 
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Mr. Larson. That is part of the duties, and part of the duty of 
those people is to go out and arrange for collection of delinquent inter 
est payments, principal payments, and rental payments, and that is 
not a very big force to look after that volume of business. The 
servicing of mortgages is only one of their responsibilities. They 
classify, appraise, lease, and negotiate disposals. 

Mr. THomas. Well, those checks are delivered by mail; you do not 
have to go out in person and collect the payments. 

Mr. Larson. You have to call at the offices of the people involved. 

Mr. Tuomas. To get your rent? 

Mr. Larson. One of the important functions that has been per- 
formed here, particularly in the light of the present emergency situa- 
tion insofar as stepping up mobilization of production is concerned, 
has been the inspection of those plants in the light of their availability 
for mobilization production, and that is something which is included 
in this program here. 


BUILDINGS DESIGN AND SUPERVISION 


Mr. Tuomas. We will insert page 104 at this point in the record, 
dealing with buildings design and supervision. 
(The matter above referred to is as follows :) 


HicH LiGuHt STATEMENT 


Technical direction and general supervision for all programs of the General 
Services Administration relating to architectural design, construction, remodel- 
ing, repair, renovation, and equipment of Federal buildings is provided by a 
nucleus professional staff financed from the annual appropriation. 

It is estimated that expenditures for programs supervised by this activity for 
1951 will be some $112 million and for 1952 $69 million plus such emergency 
construction as may be authorized. 


Program and performance 





1950 1951 1952 





Performance costs $616, 762 $206, 739 $20 3, 700 
Share of Service Administration _______- 57, 876 59, 300 59, 300 











Total cost. 674, 638 266, 039 236, 000 





Mr. Tuomas. You ask for $266,000 for 1952 as against the same 
amount for 1951 minus $39, and you say: 

It is estimated that expenditures for programs supervised by this activity for 
1951 will be some $112,000,000 and for 1952, $69,000,000, plus such emergency 
construction as may be authorized. 

That program is all wound up, is it not ? 

Mr. Reynotps. No, sir; it is not. 


EXPANSION OF POST OFFICE FACILITIES, CHICAGO, ILL. 


Mr. Tromas. We have just received a supplemental request in 
House Document No. 66 for $8,768,000 to purchase land and buildings 
for expansion of post-office facilities in Chicago, M1. 

At this point in the record we will insert pages 3 and 4 of the sup- 
plemental request, about which Chairman Murray, of Tennessee, chair- 
man of the Committee on Post Office and Civil Service, says this is 
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very badly needed and the Post Office Department is very anxious 

to secure this new property; that the present facilities were built in 

1933; and that the postal receipts have increased 212 percent since then. 
(The matter above referred to is as follows:) 


PROGRAM AND PERFORMANCE 


Recognizing the need for immediate expansion of postal facilities in Chicago, 
the General Services Administration has had separate appraisals made of the 
property owned by the Gulf, Mobile, & Ohio Railroad by competent private con- 
cerns and by officials of the Public Buildings Service. Appraisals have also been 
obtained by the Gulf, Mobile & Ohio Railroad Co. 

The land proposed for acquisition contains approximately 502,300 square feet. 
The various existing improvements are typical of railroad freight terminal opera- 
tions and include a large freight house and office building, warehouse, switching 
shanties, platforms, viaducts, ramps, and trackage. The property is pledged to 
secure bond issues and other obligations of the G. M. & ©. Railroad. The interest 
of the bondholders was appropriately recognized in negotiations leading to the 
submission of a proposal for sale to the Government. 

Three appraisals of the land were made by outstanding private and Govern- 
ment appraisers, with the following results : 

Appraisal A ‘ $3, 768, 133. 59 


: » r+ 
‘Appraisal B __-- wes ie - 93, 482, 179. 45 
Appraisal C ____ : 2, 718, 880. 00 


_ianseipinauieincs orcncipiias ig a 
Two competent appraisers acting for the railroad company also appraised the 

land as follows: 

Appraisal A $3, 719, 336. 00 

Appraisal B EL _-..-.. 4, 090, OOO. 0O 


Average - 


Average . 3, 904, 668. 00 

The improvements, exclusive of land, were appraised by Public Buildings Serv- 
ice engineers as having a present-day value of $3,200,000. Appraisers acting for 
the railroad company and the bondholders have concurred in this figure. Thus 
on the basis of the average of the three Government appraisals for land, plus the 
joint agreement on value of improvements, the total appraised valuation of the 
property as established by the Government is $6,523,000. Using the average of 
the two railroad appraisals for land, plus the agreed improvement value, the 
total value of the property established by the railroad company is $7,104,668. 

Following negotiations that were initiated early in 1950, the G. M. & O. Rail- 
road Co., under date of January 19, 1951, submitted a formal proposal to sell 
the previously described land and improvements to the Government for the 
sum of $6,552,531. While this figure exceeds the Government's appraised valua- 
tion by approximately $29,500, it is so near in line as to warrant acceptance for 
present purposes. 

Upon acquisition of the property, it is proposed to proceed immediately with 
the expansion of present postal facilities. ‘This will necessitate an extensive 
biden program to integrate the new property with the existing post 
ottice. 

In order to convert the new property and to expand facilities for the present 
post office, the following alterations and improvements are proposed for ac- 
complishment : 

Amount 

. Platform under River Dr. for loading and unloading mail cars____ $187, 000 
2. Tunnel and ramp from the basement of present post-office platform 

south of Harrison St 170, 000 

. Filling in between platforms on the track level and enclosing area__ 175, 000 

4 Wileeting middie plattorm. 7, 400 
5. Extension of driveways____ __----__- Tears ea wen Att ae sets 102, 000 
i. Installation of 2 additional elevators__..._________ 75, 000 
. Construction of ramps, conveyors, and mail chutes from post-office 
building to G. M. & O. Bldg.__-------_____-____~- 239, 000 
. Widening of roadways and approaches 384, 000 
80203—51—pt. 2——24 
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9. Alterations and renovations to existing structures on G. M. &. O. 
site, construction of additional ramps, heating facilities, ete $381, 900 
Le Os Sea Sele REN, Lean Bree 150, 000 
Total 1, 871, 000 
An amount of $344,169 will be required to cover costs incident to acquisition 
of the site and improvements, drawings and specifications, technical supervision, 
and miscellaneous expenses. 


Summary of cost 


(a) Acceptance of proposals from Gulf, Mobile & Ohio R. R. for 
Se ns Ee | TEE NS SLE a Aaa SN Te $6, 552, 531 

(b) Alterations and renovations for integration of Gulf, Mobile & 
Ohio R. R. and post-office properties__._....-.---------_----- 1, 871, 300 
(c) Technical and miscellaneous expenses 344, 169 
Total 8, 768, 000 

The program for 1951 contemplates the acquisition of land and improvements, 
the preparation of plans and specifications and the initiation of the program 
of alterations, renovations, etc. The program for 1952 contemplates the coi 
pletion of the alterations and renovations. 

It is recommended that the sum of $8,768,000 be provided for this project 
to enable the General Services Administration to comply with the request of 
the Post Office Department for the alleviation of the critical postal problem in 
Chicago. 

LOCATION OF CONSTRUCTION PROJECTS 


Mr. Tuomas. What and where are these $69 million of construction / 
You wound up four or five big projects in 1951—the General Account- 
ing Office Building, the big courthouse building, and so forth. Where 
is the $69 million of projects? 

Mr. Reynoips. The General Accounting Office will not be com- 
pletely finished, and the court building runs into about the first of 
next year. 

We have quite an extensive program that is well under way for the 
National Institutes of Health, the total program there running about 
$40 million. 

Mr. Tuomas. Do you already have the cash of $69 million, or is it 
contract authority ? 

Mr. Reynorps. Some of it is appropriated to other agencies, such as 
the Federal Security Agency, and the money is transferred to us. A 
lot of our work comes that way, as a matter of fact. 

Mr. Tuomas. This committee does not owe you anything; does it! 

Mr. Reynotps. Not at the moment. ‘ 

Mr. Tuomas. We gave you all of the money to wind up the General 
Accounting Office Building and the big courthouse building. 

Mr. ReyNnotps. That is right. 

Mr. THomas. So that we are clear with you. 

Mr. Reynotps. You are clear with us at the moment; yes. 

Mr. Tuomas. I notice last year you had eight or nine hot spots. 
Los Angeles was a headache. The city had grown so fast you were 
in crying need for postal facilities there as well as at some eight or nine 
other spots in the United States. 

What is the situation with respect to those programs? 

Mr. ReyNnoups. We are acquiring land in Los Angeles, for instance, 
and the drawings and specifications on that project are about 50 per- 
cent complete. 





1251 


The Seattle project is in very bad shape. We have had a great deal 
of trouble there with the railroads to try to get an acceptable site, and 
the railroads are meeting this morning to make out a proposal to us 
on certain properties there. 

We have a difficult situation in Cleveland and one in Dayton. Inci- 
dentally, we have one in Houston, Tex., and are in the process of 

acquiring land adjacent to the Southern Railroad station there. We 
~ hope to have some of those drawings under way shortly. New Orleans 
is another difficult case on account of the foreign mail out of that port. 

Mr. Tuomas. Are you going to need some money for those eight 
or nine? 

Mr. Reynorps. We are not asking for construction money now. We 
have the money to go ahead with the acquisition of the land. 

Mr. Tuomas. Do you have estimates pending for construction money 
in 1952? 

Mr. Reynotps. No; we have not. 

Mr. Tuomas. Do you have any programs other than the eight you 
just mentioned ¢ 

Mr. Reynoips. We have no program for general construction of 
buildings at all. 

Mr. Tuomas. I notice this language to justify these employees: 

Technical direction and general supervision for all programs of the General 
Services Administration relating to architectural design, construction, remodel- 
ing, repair, renovations, and equipment of Federal buildings is provided by a 
nucleus professional staff financed from the annual appropriation. 

Mr. Reynotps. We are getting into all kinds of architectural and 
engineering problems in connection with defense operations, and one 
of them we have now pending before the Congress is the dispersal and 
- decentralization program for the District of Columbia. 

Mr. Tuomas. You have 40 employees. If you do not have any 
programs brewing, what is the need for 40 employees in 1952? 

Mr. Reynotps. We have enough normal work to carry on with the 
$69,000,000 without anything additional to come in. 

Mr. Tuomas. Well, you have $112,000,000 in 1951 as against 
$69,000,000 in 1952. 

Mr. Reynoups. That is true. 

Mr. Tomas. And you had some employees. 

Mr. Reynoups. That is right. We supplement the nucleus staff 
from the appropriations for construction and preparation of draw- 
ings and specifications. 

Mr. Tuomas. As a matter of fact, on every one of your projects that 
costs more than half a million dollars, you go on the outside and hire 
architects, anyway. ‘ 

Mr. Reynoxps. We have to have a small staff to furnish direction 
in the preparation of standard drawings and standards of all kinds. 
This is what we call a nucleus organization. I have been working 
with the Congress for 15 years in establishing a minimum nucleus 
organization, and it is smaller now than it has ever been. 


PUBLIC UTILITIES MANAGEMENT 


Mr. THomas. We come now to “Public utilities management,” and 
we will insert page 110 in the record at this point. 


(The matter above referred to is as follows :) 
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HIGHLIGHT STATEMENT 


Technical engineering and utility-rate studies are made, contracts negotiated, 
and the Government represented as a user of utilities services, before Federa! 
and State regulatory bodies, so that the most economical minimum necessary 
utilities services, including electricity, gas, water, steam, and communications 
by telephone and telegraph, both domestic and international, at the lowest 
reasonable cost can be secured. 

The substantial backlog of studies, negotiations, and impending rate Cases, 
which actual experience shows can result in demonstrable savings of some 
$15 for each dollar spent by this activity, warrants increasing this program to 
the extent of available technicians for carrying it out. 


Program and performance (not susceptible to average work units) 


Performance costs: 


Mr. Tuomas. You want an increase of $53,112 over 1951. 
NationaL ARCHIVES AND Recorps Service 


SERVICE ADMINISTRATION 


Mr. Gore. We will place in the record at this point page 186. 
(The matter above referred to is as follows:) 
Service Administration : 
1950, actual 
1951, allocated 
1952, budget 


$58, 017 
136, S00 
187, 550 

General administration over all programs assigned to the National Archives 
and Records Service is provided in the Central Office by the Archivist and his 
assistant, assisted by the staff of an administrative officer. In the field, the 
Archivist is represented by a Deputy Regional Director for Records Manage- 
ment in each of the 10 regions, This is the same staffing as provided for in 
1951. The estimate, however, provides for staffing on a full-time basis in 1952, 
whereas in 1951 staffing was progressive during the year: 

Organization and staffing of Service Administration are as follows: 





Office of the Archivist , 
Office of the administrative otficer 
Deputy regional directors (and secretaries) 





Total 








Basis of estimate for 1952 and comparison of costs by objects are as follows: 


io SS 





Basis for 1952 1950 9: 1952 


Personal services ; £10. her Be | 30 positions at $5,887 $56, 365 | $176, 600 $176, 600 
Less: lapse (delay in filling new posi- | —47, 100 
tions, 1951.) - 


129, 500 |___- 
Travel... wacecesccsccuce| S00 GBs at $20 CERES sc! Ss 376 4, 000 7, 000 
Communication services 30 positions at $75_.__-_.....- : 1, 800 
Printing and reproduction 500 
Supplies 5 Sali apighessp lich esr toa Soe 1, 00( 
Equipment - -- f 








Total cost 





136, 800. 
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Service administration is not recognized as an activity under a performance 
type budget; consequently, the expense is distributed among the “Operatipg 
expenses” program activities of this service on the basis of estimates of the time 
to be spent by these employees in connection with the operating activities for 
1952, and included in the estimates of each as follows: 


Activities | Department | Field 





Records management.__._...........__-- d Cc ekooe | $4, 000 | 
0 SECC TE GET eee ge te es eee | 13, 000 
i SEITE eS RRS EP Oa ee rats 

National Archives 38, 70K 
Federal Register 5, 500 
Roosevelt Library 3, 800 





65, 000 122, 550 | 





Mr. Gore. Mr. Grover, the budget request for the agency branch 
under your direction shows a remarkable increase. The actual appro- 
priation in 1950 was $58,000, and for 1951, thus far allocated, was 
$136,000. You request $187,000. That is something more than three 
times as much as was requested for 1950 and as was actually used 
for 1950. Why would you need that additional money—more than 
three times as much? 

Mr. Grover. That increase is for service administration and is in- 
tended to extend the organization of the records management pro- 
gram to six additional field regions of GSA. We are operating now 
on a full scale in only four regions. 

Mr. Gore. What is happening to the records in the other regions ¢ 

Mr. Grover. They are sitting there occupying prime office space 
and equipment. So far as we are concerned, nothing is being done 
about them. 

Mr, Gore. What do you do about them when you do move in? 

Mr. Grover. We put them in much cheaper space and equipment. 
But I wonder if I may go back a little and satin a few general re- 
marks about this program. 

This is the first appropriation we have requested since the passage 
of Public Law 754 on September 5, 1950. That is the new title V of 
the General Services Act, Public Law 152, passed in 1949. Public 
Law 754 is the Federal Records Act of 1950 which was initiated by 
the House Committee on Executive Expenditures. It was endorsed, 
in addition to the General Services Administration, by the Comp- 
troller General, by the Citizens Committee of the Hoover Commis- 
sion, and by the Bureau of the Budget. It was reported unanimously 
by the committee and passed unanimously by both the House and the 
Senate. 

This act requires the Administrator of General Services to take 
action (1) to reduce the volume of records being created in the Fed- 
eral Government; (2) to improve and standardize procedures and 
systems for the maintenance of current records; and (3) to establish 
orderly procedures for the prompt disposal of records that are no 
longer needed in the business of the Government. And that act, 
incidentally, specifically authorizes the establishment of record cen- 
ters by the General Services Administration. 

Mr. Gore. How many records have you reduced? That is the first 
purpose of the-act, I believe. 
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Mr. Grover. This records management program is intended to 
establish orderly procedures for the disposal of records. 
Mr. Gore. What, again, is the No. 1 you gave me there? 
Mr. Grover. The first purpose is to reduce the volume of records 
being created. 
REDUCTION OF RECORDS VOLUME 


Mr. Gort. Now, before you give us these standardized procedures, 
which in many instances will create more records, tell us what success 
you have had in reducing the volume of records. 

Mr. Grover. I could tell you that only in connection with specilic 
surveys made by GSA. So far our surveys have resulted in the out- 
right disposal of 28,000 cubic feet of records, the transfer of 73,000 
cubic feet to records centers, and the location of 161,500 cubic feet 
eligible for transfer to records centers. You understand in this fiscal 
year we are just starting to staff the records management program. 
We are going slow, as this House committee recommended last year, 
in the establishing of these standards, and Mr. Angel can give you 
additional specific instances. 

Mr. Gorr. How come you cannot? You are the head of that branch; 
are you not? 

Mr. Grover. I am. 

Mr. Gore. That is the first purpose of the act. 

Mr. Grover. Let me tell you one way we reduce the number of 
records being created; first, by control of the forms and reports: 
secondly, by correspondence streamlining and control. 

There have been studies made in the Government that indicate that 
the cost of making and filmg a carbon copy of a letter runs to § 
cents. We have recommended the elimination of duplicate filing as 
one means of reducing the volume of records we create and file. 

Mr. Gorr. You recommended that to whom? 

Mr. Grover. We have recommended it in GSA to begin with, where 
our first survey was made. 

Mr. Gorr. Has that recommendation been followed ? 

Mr. Grover. Yes, sir. 

Mr. Gore. In GSA? 

Mr. Grover. Yes, sir; it is being followed. 

Mr. Gore. Well, the volume of this budget would not indicate any 
lessening of the volume in GSA, for if I ever saw a mushrooming 
budget, this is it. 

Mr. Grover. This budget covers a lot of money. 

Mr. Gore. A lot of bureaucracy, too. 

Mr. Larson. What are you speaking of, Mr. Gore—the size of this 
justification ? 

Mr. Gore. I am speaking of the size of your personnel, the size of 
your request, and the lack of detailed replies to questions which the 
committee has propounded to you. 





12 


Mr. Larson. Well, I certainly do not want to let the record go 
without a reply to the questions which the committee has propounded. 
It has been my impression that we have agreed to furnish any infor- 
mation which is not immediately available here now, and we certainly 
want it understood by the committee that that is the spirit in which 
we have come before the committee. 

I am embarrassed to come up here with a big volume like this, but I 
hasten to say that all of the paper work in connection with this budget 
has been required either by ne oc of the Appropriations Com- 
mittee or by the Bureau of the Budget, and we do not come up here 
with any intent to burden the committee. 

As I said this morning in my opening remarks, I feel this com- 
mittee knows our operation well enough so that we do not have to go 
through a lot of the thing which is repeated in here. But most of it 
was requested and somebody somewhere wants it and asked for it, and 
I think it is a pretty complete document in that respect. I apologize 
if it is too big. 

But this particular program of Mr. Grover’s, I think, is one of the 
most constructive programs that is going on in the Government today. 
As Mr. Grover said, Public Law 754 requires us to extend this service 
to all of the agencies of the Government, and if we are to do that 
properly, we have to extend it in the field where the Government’s 
operations are carried on. That would include our 10 regional offices. 

Mr. Gorr. Mr. Grover just said the same thing, and I have been 
trying to get him to point out how he has accomplished and to what 
degree he has accomplished the first purpose of the act. 

Mr. Larson. The first purpose which he stated was to reduce the 
number of records being made for the Government. It is impossible 
for us to point out net reductions, because the Government is growing 
so fast that the records are being made much faster than we can 
dispose of them. That is one reason why we want to get in and staff 
up, so that we can carry out that requirement of the act. 

As Mr. Grover said, the first survey made under that law was made 
in our own agency, GSA, and many of the recommendations, as he 
has stated, have been in effect since the completion of that survey 
along toward the end of October. It takes about.a 6 months’ period 
to show real results, but I can show the results of cutting down the 
number of records created in GSA. 

Those same procedures are being promulgated in other agencies 
of the Government, and the concrete results in records management, 
event as late as we got started on this program and in a limited way, 
I think indicate the possibilities of the program under full imple- 
mentation. 

If I might, let me call your attention in that regard to the results 
of releasing space. Records and space and property go hand in hand. 
That is why the Congress put these three together. When we elimi- 
nate records, we save space and we save equipment. 

Mr. Gore. With that general statement I have no quarrel, but will 
you give us something specific ? 





1256 


Mr. Larson. Yes; we will be glad to give you the specific results 
on releasing space and equipment up to date. As of January 1951, the 
actual amount of space which we have released available for offices 
which heretofore was cluttered up with records because of this pro- 
gram—I mean this over-all wert 3 management program—is 310,((\) 
square feet, the average cost of which is at least $2.50 a square foot. 
We have, in addition to that, released and made available for re-issue 
and have avoided the initial purchase of 6,500 steel filing cabinets, 
and have 13,500 other filing cabinets in the process of being released, 
That is up to January 1951. And that program is proceeding, and 
our estimate is that by the end of June 1952, we will have turned back 
in space almost 1 million square feet as a result of this same operation. 

Mr. Gore. You are speaking of the GSA now? 

Mr. Larson. I am speaking of National Archives and Records 
Service of GSA and their activities, and the establishment of record 
centers as called for in this submission. 

The additional people in this particular part of the program, as 
Mr. Grover pointed out, are to staff up the ox six field offices where 
we are not rendering records management direction to the other 
agencies of the Government. 

This is one service that the other agencies of the Government are 
knocking on our door for every day and urging us to come in with 
our expert help and guide them in the management of their reeords all 
the way from the first step, the birth control of the records—that is, 
in creating them in the first place—clear through to the disposal of 
the records. And with the mushrooming of the Government as it is 
going on today in the creation of new agencies and new field offices, 
we think it is most important and will be most beneficial to the Gov- 
ernment to get this service available at this particular stage of that 
growing activity on the part of the whole Federal Government. 


RECORDS MANAGEMENT 


Mr. Gore. We will insert page 194 of the justifications in the record 
at this point. 
(The matter above referred to is as follows :) 


JUSTIFICATION BY OBJECTS OF EXPENDITURE 


Personal services —The functions of this activity for 1952 will require 36 
permanent departmental positions providing an average employment of 31 
(including the equivalent of 1 service administration position) ; and 29 perma- 
nent field positions providing an average employment of 24 (including the equiv- 
alent of 9 service administration positions. The entire staff, both departmental 
and field, is assigned to the substantive work program of this activity. 

The 35 departmental operating positions requested for 1952 represent an in- 
crease of 11 permanent positions over 1951. Of the 29 field permanent positions 
requested, 20 are new and are required to establish the records management 
activity in each of the 10 regional offices. The remaining 9 positions represent 
the share of service administration in the 10 regions that is applicable to 
this activity. 
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A position summary reflecting the assignment of staff to the various programs 
is presented below: 





Summary of positions 





Increase 1952 Total 1952 





| | 
’?erma- | Average | Perma- | Average | Perma- | Average 
nent | employ- nent j|employ-| nent | employ- 
| positions | ment positions ment | positions; ment 








Sei! GERAEMM: ERGUANS? CATS Aap ea 


DEPARTMENTAL 
Surveys of Federal agencies_ -- ~~... -- 
Inventorying and scheduling 
Staff assistance and training 
Development of standards. -- 


Total operating positions 
Share of service administration 


Total departmental _--_---__-- 
FIELD (10 REGIONAL OFFICES) 


Total operating Oe a eg EF 
Share of service administration 


Rae abot ae ee he 


Grand total, all positions. --_-_---_- | 





Travel.—$8,130 ; 542 days of travel at $15 per day. 

Communication services.—$3,300; normal communications service at $60 per 
average position. ; 

Printing and reproduction.—$5,070; printing and processing work-technique 
instructions and manuals for Government-wide use. 

Supplies and materials.—$2,925; administrative supplies at $53 per average 
position, rounded. 


STANDARDS FOR DISPOSITION OF RECORDS 


Mr. Gore. Mr. Grover, what kind of standards have you prepared 
for records ¢ 

Mr. Grover. Mr. Chairman, I mentioned a moment ago the develop- 
ment of standards was proceeding slowly. We have developed stand- 
ards for the disposal of certain types of housekeeping records in the 
Government—for instance, personnel records, which cover about 
700,000 cubic feet. We have also developed standards for the disposal 
of certain types of fiscal records iemeaten! the Government, and we 
are working on additional standards. 

Mr. Gore. Can you give us any general statement of what the stand- 
ards are for the disposal of personnel records ? 

Mr. Grover. They cover dozens of types of personnel records, so I 
could not give you a general statement which would be all-inclusive. 
For each type of personnel record involved we establish its retention 
period and where it is to go if it is to be retired from the current 
operating agency. 

Mr. Gore. You mean you cannot give this committee a general state- 
ment about the kind of standards you have provided for personnel 
records? I think the committee might be able to understand a general 
statement. 

Mr. Grover. We will be happy to supply for the record, Mr. Chair- 
man, a copy of the schedule which contains the standards governing 
personnel records. 
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Mr. Gore. No, we do not need that if you cannot give us a genera] 
statement. 

Mr. Grover. Each type of record has a different retention period. 

Mr. Gore. What is your aim in establishing the standard ? 

Mr. Grover. Our aim is to provide a standard by which all agencies 
can either destroy or retire to a records center all of the different types 
of personnel records, of which there are some dozens, Mr. Chairman, 
beginning with the personnel folder, the dossier of the individual that 
follows a man around in his Government service, and the various kinds 
of retirement records, payroll records, and all the numerous types of 
leave records that accumulate. Each one has to be considered as a 
type of record, and a standard for its disposal or retention established. 


RECORDS CENTERS 


Mr. Gore. You now have personnel set up for four regions? 

Mr. Grover. Yes, sir; that is right. 

Mr. Gore. What part of the personnel increase requested here would 
apply to those four regions? 

Mr. Grover. The additional personnel requested for the 6 record 
centers in the field is 93 positions, a total of iy. 

Mr. Gore. My question was, What part of the increase would be 
in the four regions already staffed ? 

Mr. Grover. About 20 positions. 

Mr. Gore. Then the total request is not just to establish centers in 
the six other regions. You are increasing the personnel in the four 
regions to the extent of 20. Why is that? 

Mr. Grover. That is correct. The reason is because the workload 
of those centers will increase from about 400,000 cubic feet of records, 
which they will have by the end of June, to 900,000 cubic feet by 
June 1952. Those figures are on page 196. 

Mr. Gore. So, instead of reducing the volume, the volume is 
actually increasing in those regions in which you are already 
operating. 

Mr. Grover. We are removing records from current filing equip- 
ment or cabinets in office space to the record centers, where they may 
have to be retained for a period of time, due to the statute of limita- 
tions—as long as 10 years. As many records as possible we destroy 
on the spot in the agencies. 

Mr. Gore. Who makes the decision as to what records you destroy 
on the spot? 

Mr. Grover. It is a joint decision between the creating agency and 
ourselves. The creating agency makes the first recommendation. 

Mr. Gore. Mr. Stenographer, insert in the record at this time page 
195 of the justifications, the top of page 196, and pages 200 and 201. 

(The matter referred to is as follows :) 


HIGHLIGHT STATEMENT 


Housing, administration, and systematic disposal of records of Federal agen- 
cies which are not needed in their current work and therefore should not be 
maintained in premium space and filing equipment is provided by a system of 
records centers. In 1951 four Federal records centers were established in Wasli- 
ington, New York, Chicago, and San Francisco to handle about 400,000 cubic feet 
of records. In 1952 six additional centers will be established and the total vol- 
ume of records handled will approach 1,300,000 cubic feet, resulting in space and 
equipment savings alone of $3 million. 


Perfor 
Unit | 


Perfo 
Ki 


C 
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Priority in release of space for office use will be scheduled so as to aid in 
meeting in the space requirements of agencies engaged in the national defense 
effort. 


Program and performance 








Performance in work units: Cubic feet of records administered ’ 390, 000 | 1, 240, 000 
Unit costs per eubic foot administered eel eiiiiccene neil 1, 39 | $1. 26 





Performance costs, program 
Regional centers, cpemting eosts (including equipment | 
amortization) 542, 100 | | 1, 562, 400 
Capital — (excluding amortization applied to operat- | 
ing costs) ‘ 329 | 144, 528 
Subtotal | : 29 | 686, 628 | 
ee ry ee PN i on cnn ecw cen gcleneo canes : 48, 920 








Eat aga Lo Ae age a SRE EASE 204, 829 





JUSTIFICATION OF PROGRAM AND PERFORMANCE 


Relation of performance to activity program 

The need for records centers is based on the tremendous volume of records 
in existence in Federal agencies, the high annual rate of accumulation, and the 
high cost of maintaining them in their respect space and equipment. The need 
for the 10 records centers is apparent from the volume of records eligible for 
transfer to records centers which are presently held in space suitable for general 
office use as shown in the following table, which also shows the location and 
capacities proposed for the 1951 and 1952 programs: 


[Cubic feet] 





Volume of Volume administered by Federal records 
records in centers 

Region Center office space ‘i 

eligible for | 


transfer (estimated) | | 





(estimated) 





sais 40, 000 
100, 000 | 
Washington, D. C 2, 622, vol 200, 000 | 
Atlanta | 


Doe Whe 





~ 
oLcnn 

















Records centers achieve economy by the utilization of space and equipment 
less costly than that required for office operations. A comparison of average 
costs per cubic foot of records illustrates the potential savings of this program. 


Present cost in Federal agencies (cubic foot) . 76 
Cost in Federal records centers (cubic foot) 


Savings (cubic foot) 


JUSTIFICATION BY OBJECTS OF EXPENDITURE 


Personal services.—Operation of the 10 Federal records centers will require 244 
permanent field positions including the equivalent of 10 field Service Admin- 
istration positions, which is lapsed to an average employment of 217. In addi- 
tion, a small departmental staff of 6 positions (including the equivalent of 
2 departmental Service Administration positions) will be required to super- 
vise and inspect the field operations and perform related central office functions. 
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These functions include responsibility for arranging for consolidating records 
centers already in existence and operated by various Federal agencies. || 
told there are some 308 depositories occpuying 6,212,000 square feet of space, 
with 5,900 employees, and personal services, space, and maintenance costs exceed. 
ing $20,000,000. Another of the important responsibilities of the departmenta| 
staff will be to prepare manuals formulating standards for records center opera- 
tions and to establish procedures for inspection, coordination, and reporting 
in order to insure proper utilization of space and equipment and the maximum 
disposal of records. 

A table reflecting the average employment for 1952, together with workload 
factors for each of the 10 Federal records centers, is presented below : 








| 
Averagk 
. workload 
Workload | 


| 
Average em- | per average 


Center ployment 


| in eubie feet 
| administered 
| 


| position 
| cubic feet 
| administered 


Boston ‘ REESE pre 40, 000 | | 3, 635 
New York__- Sted oe ek tae! 190, 000 | 7, 916 
Washington, D. C a Y 57 | &, 070 
Atlanta____- . Pee MATA D IS ES 5, 4, 165 
Chicago : ; eee ee es | 6, 500 
Kansas City__-_- aa RE ¢ Re SA sae eS 5, § 4, 165 
Dallas bi eR : Ss TEP rk Set. © 5, 4, 165 
ET ag A a oy Sat 3, 635 
San Francisco nea OS ‘ 5, 6, 058 
Seattle } 





Total ; . shai 
Share of Service Administration 





Total 








As reflected in the table above, the ratio of average workload per employee 
increases considerably as the volume of holdings increase. In a small center, 
administering 40,000 cubic feet of records, the average cubic feet administered 
per employee totals 3,635; when the volume reaches about 200,000 cubic feet of 
records the average workload is doubled. 

Objects other than personal services total $1,378,441 (two-thirds of the 
estimate). Of this amount 94 percent, or $1,298,400, is for space and equipment 
expense. 

Travel,—$8,625 : 575 days of travel, at $15 per travel day, for operations of all 
eenter installations. ‘ 

Transportation of things.—$40,000: Transporting to centers those records in 
outlying districts, estimated at 200,000 cubic feet, at $0.20 per foot. 

Communication services.—$7,730: Based on an average of about $700 for each 
of the 10 centers and the central office for local and long-distance charges. 

Rents and utilities —$360,000: Provides for 360,000 square feet of space at 
$1 per square foot. 

Printing and reproduction.—$7,000 : Covers miscellaneous forms, guides, etc. 

Other contractual services.—$392,800: Covers maintenance of 982,000 square 
feet of space, at $0.40, and alterations of space for the six new centers, at $10,000 
each. 

Supplies.—$16,686: Based on $30 per average position plus $1,000 for each 
records center. 

Equipment.—$545,600 : Covers 850,000 feet of steel shelving, at $0.46 per foot; 
850,000 feet of cardboard document containers, at $0.12 per foot ; and $52,600 for 
trucks, fork lifts, dollies, skids, and miscellaneous equipment. 


Mr. Gore. Do you have microfilming also? 
Mr. Grover. Yes, sir. 


USE OF SPACE FOR RECORDS IN ALL PUBLIC BUILDINGS 


Mr. Anprews. Do you know how many square feet are occupied now 
by records in all public buildings? 





1261 


Mr. Grover. I can make an estimate there, Mr. Andrews, which is 
pretty sound. We know that there is a minimumof 20,000,000 cubic 
feet of records throughout the Government, of which 17,000,000 are 
probably in office space. A cubic foot of records normally occupies 
a square foot of office space so there would be about 17,000,000 square 
feet of office space being occupied by records. 

Mr. Anprews. 17,000,000 feet of office space? 

Mr. Grover. Yes. 

Mr. Anprews. Are you thinking of warehouse space ? 

Mr. Grover. No, sir; I mean in office space. 

Mr. ANprews. In offices which are used by Government agencies ? 

Mr. Grover. Throughout the United States. 

Mr. Anprews. Then the purpose of your office is to use microfilm 
and dispose of those records so that more office space may be made 
available ? 

Mr. Grover. Yes, sir, we microfilm and dispose of some permanent 
and valuable records. 

Mr. Larson. Plus moving them to record centers where the cost 
of keeping them will be about $1.25 a cubic foot as compared to $2.50 
to $4.50 a cubic foot in the office type space where most of them are 
now located. 

Mr. Anprews. In other words, you want to take them out of offices 
and put them in warehouses ? 

Mr. Grover. That is right, and eliminate as many of them as pos- 
sible in the process. 

Mr. Anprews. You say that there are approximately 17,000,000 
square feet of office space now being used for records ? 

Mr. Grover. Yes, sir; throughout the United States. 


WAREHOUSE SPACE FOR RECORDS 


Mr. Anprews. About how many square feet of warehouse space are 
in use for that purpose ? 

Mr. Ancex. For records or for other purposes ? 

Mr. Anprews. For records. 

Mr. AnGeL. About 3,000,000 square feet. 

Mr. Anprews. So you have about six times as many records in 
ollices as you have in warehouses. 

Mr. Ancex. That is right. 

Mr. Anprews. You want to try to reverse that. 

Mr. Ancen. That’s it, exactly. 


AGE OF RECORDS TRANSFERRED TO CENTERS 


Mr. Puiutrs. How old are the records when they leave the offices 
and go into the various record centers? 

Mr. Grover. It varies with the types of records, but they are gen- 
erally required from 2 to 5 years in the offices. 


NATURE OF RECORDS SAVED 


Mr. Yates. What is the nature of the records that are saved? Are 
they copies of correspondence, or official records, or what / 

Mr. Grover. We are dealing with all types of official records. The 
type of records that will move into the record centers include such 
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items as disbursing officers’ money accounts which have to be retained 
for 10 years. Under the Comptroller General’s orders we would keep 
those m a record center for the Comptroller General during the 
period of time when exceptions may arise to the accounts, or during 
which there may be questions come up in connection with the auditing 
of the records. Once the statute of limitations has passed those records 
ean be destroyed. 

Mr. Yares. Does the Comptroller General give you any instruc- 
tions with respect to the retention of records other than the pay ree- 
ords you spoke about ? 

Mr. Grover. We work with the Comptroller General on the disposal 
standards for all types of fiscal records. 

Mr. Puitures. How about veterans’ records? 

Mr. Grover. On veterans’ records we work with the Defense De- 
partment and Veterans’ Administration. We have a few Coast Guard 
records, but most of the records of veterans of World War I and World 
War II are still in the custody of the military services. 

Mr. Yates. When you gave this figure of 17,000,000 square feet of 
records you did not mean to include just the records you are talking 
about now, but correspondence of general types? 

Mr. Grover. I meant to include all types of records. 

Mr. Yares. You mean in space occupied by filing cabinets? 

Mr. Grover. Yes, sir, that is right. 


ECONOMY IN USE OF RECORDS CENTERS 


Mr. Puiures. Let me ask you this question: The object of these con- 
solidation programs in any agency of the Government or any part of 
it would be to increase efficiency in the Government and, hopefully, to 
decrease the cost. Now, in each case this committee observes that the 
cost rises, and sometimes it is difficult for us to see balancing economies. 
Is there any agency that you deal with that has made a decrease in 
its own expenses that you know of to correspond with the increase in 
the expenses that you justified to us? 

Mr. Grover. There is the instance in New York City, where the 
HOLC—— 

Mr. PxHiuirs (interposing). That is a liquidating agency. 

Mr. Grover. Where the HOLC eliminated certain personnel. 

Mr. Puitures. That whole agency is being liquidated. Give me one 
that is going to stay in existence. 

Mr. ig I would say, on the whole, Mr. Phillips, that when the 
Government is expanding it is almost impossible to tie down sucli 
dollar savings in the agencies. 

We know that this record center program is an economy program 
because it is simply cheaper to keep records in a record center than it 
is to keep them in current office space. You are using more expensive 
equipment in the offices and you are using more expensive space, so 
it simply cannot help but oa in reducing the expenses of the Federal 
Government. 





GOVERNMENT SPACE RELEASED BECAUSE OF RECORDS CENTER PROGRAM 


Mr. Anprews. I think what Mr. Phillips wanted, if you will yield, 
Mr. Phillips, is can you show any agency that has given up valuable 
office space because of your program ! 

Mr. Grover. Yes, sir; we can give you a list of agencies. 

Mr. Pumutes. That have reduced their space? 

Mr. Grover. Yes, where space has been reduced. GSA also controls 
the utilization of the space. We work with the Public Buildings Serv- 
ice in making space available as far as we can by moving records 
out so that the space freed can be used more advantageously. The 
space released was occupied principally in the last year by the defense 
agencies. I will furnish a statement for the record. 

(The statement requested is as follows :) 
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Feb. 28, 1951 


Space released by transfers of records to GSA Federal records centers, July 1, 1950- 
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Mr. Pxuixres. What is the annual operating expense of these 10 
record centers that you have in different parts of the country? Now, 
you have 1 manager and 1 secretary in each one of them making 20 
people in all, plus the space that you use, and so forth. Where will 
I find the total cost, including salaries? Is that $2,150,000? 

Mr. Larson. That is right. 

Mr. Grover. Yes, sir; that is right, but it includes about $600,000 
of nonrecurring charges for capital outlay. 

Mr. Tuomas. The breakdown is on pages 201 and 202, Mr. Phillips. 

Mr. Pututrs. In other words, you have to show a saving of $2,150,- 
000 offhand to begin with in these other agencies before you begin to 
justify your own additional internal costs. 

Mr. Tuomas. There are 217 employees in the 10 centers. 

Mr. Grover. Mr. Phillips, you asked for a specific example, and 
there are several set forth at the bottom of page 18. I will repeat 
one of those examples, which I think you will appreciate. Asa result 
of the establishment of the record center in Alexandria we and the 
Department of Defense records centers have made available to the 
Department of Defense alone some 400,000 square feet of space that 
they can use for administrative purposes. Now, the Department of 
Defense is still asking for more space in Washington, and we can say 
to you that if we had not made that 400,000 square feet available they 
would be asking that an additional 400,000 square feet be made avail- 
able here in the District of Columbia. 

Mr. Puiiuirs. Do you have any responsibility as to whether or not 
an agency that asks you for additional space really needs that space? 

Mr. Larson. I am glad you brought that point up, Mr. Phillips, 
because we have been having hearings with the House Armed Services 
Committee on that specific point. Actually we cannot say to an 
agency “Your programs do not justify 1,000 additional employees.” 
We do not have the authority to do that, nor would it be proper for 
us to do that. If they come to us and say “We are putting on 1,000 
additional employees,” the first thing we do is check with the Bureau 
of the Budget to determine whether or not the money is available, 
or when it will be available, and then we call the agency in and we 
ask what type of work is this, what sort of a program is it, is it a 
program where the public has to have access to these people, or is it 
a program where you do not have to consider public accessibility. For 
instance, is it a program that requires a lot of breakdown with a lot 
of subdivisions where you will have a lot of heads of subdivisions that 
require separate offices, or is it a program that can be moved into open 
space and that sort of thing? That is the type of thing which we 
analyze in making space available to the agencies. 

Mr. Tuomas. In other words, you are a service agency for them, 
and you have no jurisdiction over the kind nor type of space. You 
get them some space, and if they do not like it you cannot force them 
to take it. 

Mr. Larson. That is right. We can go in after they occupy the 
space, and in the programs that Mr. Reynolds referred to, for in- 
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stance, an agency might so arrange itself that the aisles are 15 feet 
wide. In such a case we go in and note that they could have 8-foot 
aisles and make that much more space available. That is the kind of J 
thing that we can do after they get in, but we could not question J 
whether or not they need 1,000 people in addition to the other people 


that they have. Does that answer your question ? E 
Mr. Puruies. Yes; it does. E 
MICROFILMING BK 


Mr. Tuomas. At this point, Mr. Reporter, we will insert in the 
record page 202 of the justifications. 
(The matter referred to is as follows:) 





HIGHLIGHT STATEMENT aS 


The objective of this activity is to reduce space and equipment required to 
store paper records by converting them to compact microfilm form; to micro- 
photograph valuable permanent archives for preservation purposes; and to 
duplicate vital Government documents for security reasons. The bulk of the 
potential program deals with “disposal micrefilming,” which applies to records, 
the contents of which are important and should be preserved but not necessarily : 
in their original physical form. The full extent of such records has not yet Ss 
been determined, but it is estimated that between 150,000 and 200,000 cubic g 
feet of records (20 percent of holdings) now in the National Archives meet the 
requirements for microfilming. The bulk of records housed or to be housed in 
Federal records centers does not meet filming requirements since they will be 
scheduled for disposal after “temporary” retention. 

The initial program for 1951 is currently being carried on in the Washington, 
D. C., Federal records center as a pilot project. By the end of 1951, it is esti- 
mated that production will have reached 3,650 cubic feet (12,150,000 images). 


The estimate for 1952 provides for continuing the pilot program at the 1951 level. 








Program and performance 

















Performance in work units 1950 1951 | 1952 
SEAR UR rai ae as RES ae : 
nc cap p ance aabopeeotinesnoe Pa comes LEN ee ana | 3, 650 4, 378 
Unit costs per cubic foot. .-.-.-- ponte een SSRN OFS AE lapepeaaane== $11. 50 | $11 
Performance costs: 

Operating costs (recurring) __...-_-- eee Re Coed a! PRRs SRE KES $42, 000 $48. 162 , 

Plant and equipment (nonrecurring) -..........-.--.------ eRe se 7 8, 000 1,000 2 

Share of service Sdminimtration .... . .<...... 2.2... 3 sos. ]ee is } 4, 957 5, 838 
inn den cbeckodkar cnnd bistnesctinlbaeanaes La Face stesarns 54, 957 | 55, 000 





JUSTIFICATION OF PROGRAM AND PERFORMANCE 


Relation of performance to activity program 


In 1952 it is proposed to continue the pilot program in the central plant located 3 
in the Washington, D. C., records center on a scale considerably below the poten- q 
tial annual scale. It is estimated that the workload production will increase JF 
slightly from 3,670 to 4,378 cubic feet, or in number of images from 12,150,000 to 
14,593,000. 





The annual space and maintenance cost of storing the volume of records a 
proposed for filming in 1952 is $7,005, at $1.60 per foot, developed as follows: 5 
Annual cost F 

per cu, [t. = 

Space, at $2.80 square foot (2 cubic-foot records to 1 square foot of space) $1. 40 3 
Maintenance, at $0.40 square foot (2 cubic-foot records to 1 square foot 3 
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A comparison of this annual storage cost with the estimate for filming ($55,000) 
shows that filming pays for itself in about 8 years after which period the space 
and maintenance cost is virtually eliminated. 

Mr. Tuomas. This page shows an increase of $43 over 1951, or a 
total of $55,000 for 1952. 

I notice here that your performance operating costs, recurring, for 
1952 are estimated at $48,162 against $42,000 for 1951, and the costs 
for plant and equipment are $1,000 for 1952 against $8,000 for 1951. 

What does this operating cost of $48,000 include? 

Mr. Grover. Operating personnel, supplies, and raw film stock. 

Mr. Tuomas. The purpose of this program is ultimately to preserve 
records and to reduce space, and I believe you say that you can pay 
for the cost of the microfilm in 8 years by a reduction in warehouse 
space, is that correct? 

Mr. Grover. Yes, sir; that is right. 

Mr. Tuomas. How many people do you want here, 13 permanent 
positions ¢ 

Mr. Grover. We want 13 permanent, or 11 average positions. I 
should point out, Mr. Chairman, that this is a continuation of the 
so-called pilot project we began last year and it is centered around 
the microfilming of permanent records, records that have a long-time 
value. 

Mr. Tuomas. Where is this being performed ? 

Mr. Grover. This is being performed in region 3, here in Wash- 
ington. 

Mr. Tuomas. And you want $19,662 for materials in 1952? That is 
your raw stock microfilm ? 

Mr. Grover. Yes, sir; that is our raw film stock. 

Mr. Tuomas. How many records were you able to destroy in 1951 
by virtue of that expenditure of $54,000 ? 

Mr. Grover. We will destroy about 3,500 cubic feet this year, sir. 


NATIONAL ARCHIVES 


Mr. Tuomas. Now, we will go to National Archives for which you 
are requesting $1,407,700 for 1952, an increase of $165,537 over 1951. 

Mr. Reporter, will you please insert page 206 of the justifications 
in the record at this point ? 

(The matter referred to is as follows :) 


Hicu Ligut STATEMENT 


The objective of the National Archives activity is to preserve and make available 
for use the permanently valuable records of the Federal Government, To accom- 
plish this objective the National Archives selects, arranges, rehabilitates, and 
catalan such records and makes them available on demand to the Government and 
the public. 

In its 16 years of existence the National Archives has selected and accomplished 
the transfer from Federal agencies of the enormous volume of valuable records 
accumulated between 1789 and 1930 and the bulk of permanent records of the 
World War II emergency agencies that have been abolished. 

Emergency agencies established recently are constantly increasing their use of 
World War II records in organizing and administering current programs. In 
both 1951 and 1952, therefore, emphasis is being given toward the completion 
of the organization and arrangement of the records of World War II agencies, 
to the preparation of inventories, lists, and other finding aids to facilitate their 


pease and to supplying information from them promptly to aid in the defense 
effort. 
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The increase of funds requested for 1952 relates largely to these functions for 
the aid of the defense effort. 


Summary of cost of activity by work components (programs) 


Direct obligations 
Programs ili terest meneame 


1950 =| (1951 | 


i 


(1) Appraisal and accessioning i $188, 896 | $190, 000 | $190, 000 
(2) Preservation - EK eR SES 133, 835 156, 000 

(3) Arrangement and finding coe A ae soot 20 | 290, 000 | 
(4) Reference service._. eee 5. § 8 | 522, 830 | 
(5) Territorial papers of the United States_ : | 5, 30, 000 50, 000 
(6) National Historical Publications Commission. ___________| 15, 000 , 000 


, 000 
0, 000 
O00 


Operating cost _- : : i , 116, 9 i 203, 830, 1, 369, 000 
Share of Service Administration.......______- iene tae , 158 38, 333 38, 700 


ee ind 1,168,093 | 1,24: , 407, 700 


This Activity comprises several specific work components which, although 
integrally related, are not measurable or expressible in a uniform work wnit 
or a number of work units. The Activity, therefore, is divided into the major 
components indicated above for the purpose of more clearly estimating and 
justifying its performance requirements. The functions are summarized above 
and each is discussed separately on the following pages. 


Mr. Tuomas (reading): 
t =n) 


The objective of the National Archives Activity is to preserve and make 
available for use the permanently valuable records of the Federal Government. 
To accomplish this objective the National Archives selects, arranges, rehabili- 
tates, and catalogs such records and makes them available on demand to the 
Government and the public. 


PERSONAL SERVICES 


What is your personnel load here ? 

Mr. Grover. We have, in 1951, in National Archives, 294 positions, 
Mr. Chairman, and this request for 1952 is for 324 positions, an 
increase of 30 positions, 21 of which are to be used for cataloging and 
reference service on World War II records. 

Mr. Tuomas. At this point, Mr. Reporter, insert page 213 of the 
justifications in the record, which gives the personnel breakdown. 

(The matter referred to is as follows: ) 


JUSTIFICATION BY OBJECTS OF EXPENDITURE 


Personal services.—The programs of the National Archives Activity are per- 
formed entirely as a central-office service. These functions for 1952 will require 
324 permanent positions (including 2 reimbursable and the equivalent of 5 
"Service administration” positions). This represents an average employment 
of 314 after allowance for estimated lapses. Supervision of the Activity and 
top-level policies, procedures, and work techniques are handled by the Director's 
immediate staff, totaling 8 positions. All of the remaining positions are assigned 
to the substantive work. 

The 324 permanent positions requested for 1952 represent an increase of 30 
over 1951. These additional positions are distributed to the programs as follows: 

For “Preservation,” nine additional positions (1 CPC-7, 7 CPC-—5, 1 GS-5) 
are requested to increase production by 20 percent over 1951. 

For “Arrangement and finding aids,” 14 additional positions (5 GS—5, 3 GS-7, 
6 GS-9) are requested to achieve the planned level of work on World War II 
records. At the present time the sum of $90,000 is being devoted to this 
project, and the sum of $160,000 is requested for 1952. 

For “Reference service,” seven additional positions (2, GS-5 and 5 GSV7) 
are requested to meet the increased number of information services rendered to 
meet the defense effort. 
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The total number of average positions requested for 1952 and a comparison 
of those for 1950 and 1951 are presented by the Activity functions. 


Distribution of average employment by functions 


1950 





Direct appropriation: | 
ee re ae Te a on ee eee } 
Preservation ees 
Arrangement and finding aids 
Reference service eee eae 
Territorial papers of the United States ee 
National Historical Publications Commission 


Total, program positions 
(7) Share of service administration....___.._._________- 
Total average employment (direct) . - - 
Reimbursable: _ 
(2) Preservation sr ee! 
(4) Reference service_. 
Total average employment (direct and reimbursable) -____.___- 





Average salary costs of the program positions equals $3,990 in 1952 as com- 
pared with $3,981 in 1951. 

Mr. THomas. What is the reason for this increase ? 

Mr. Grover. We have about 100 collections of documents in the 
National Archives that are used extensively by the defense agencies 
for planning and for investigatory purposes. That is, by the new 
emergency-defense agencies, the Department of Defense, the CIA, 
and the FBI. These agencies are in the National Archives constantly, 
consulting World War IT records. The requests we receive run over 
such a wide range of subjects that it is almost impossible to generalize 
them. ‘To illustrate, they may relate to such diverse matters as de- 
termining the amount of retail prices and the amount of water re- 
quired by military personnel in desert operations. 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. Insert in the record at this point, Mr. Reporter, page 
214 of the justifications. 
(The matter referred to is as follows:) 


Travel.—$3,000. For travel to cover 200 travel days at the rate of $15 per 
day. 

Communications.—$12,480. Based on $40 per employee. 

Printing and reproduction.—&62,240. This amount represents an increase over 
1951 of $28,600, of which $20,000 is requested to cover increased printing costs 
of publishing Territorial papers and the remainder for increased binding of 
archives by the Government Printing Office under the preservation program. 

Supplies.—$36,520. Represents $24,190, an increase over 1951 of $7,330, to 
provide items required for repairing and rehabilitating paper records and mo- 
lion-picture film proposed under the preservation program, plus $12,330 for 312 
positions at approximately $40. 

Equipment.—$20,000. For cardboard document containers in which trans- 
ferred records are packed and shelved. This sum will provide sufficient materials 
to meet the accessioning program for 1952. 

Other objects.—$3,400. For items such as “Repairs to office equipment,” “Other 
contractual services”, “Transportation”, ete. 

Of the total sum requested for objects other than “Personal services”, $1,340 
— the pro rata share of “Service administration” distributed to this 
Activity. 
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Mr. Tuomas. For “Communications” you are requesting $12,48)), 
Why do you need that much money? How are you going to spend 
that $12,480? For “Printing and binding” you are requesting $62,241), 
How are you going to spend that? 

Mr. Grover. As to the $12,480 for “Communications,” much of our 
business in communications is by telephone with Government agencies 
in furnishing information to them. 

Mr. Tuomas. Is that long-distance or local telephone service? 

Mr. Grover. That is almost entirely local calls. 

Mr. Tuomas. Is that switchboard cost? 

Mr. Grover. Our communication service is operated by PBS, and 
we pay them on contract. Off the record. 

( Discussion off the record. ) 

Mr. Tiromas. What is this “Printing and reproduction” for? You 
say: 

This amount represents an increase over 1951 of $28,600, of which $20,000 
is requested to cover increased printing costs of publishing Territorial papers. 

What are they? 

Mr. Grover. That function was transferred to us from the State De- 
partment under Reorganization Plan 20. The first volumes were is- 
sued in 1934. 

Mr. Tuomas. It is an annual item? 

Mr. Grover. Yes. 

Mr. Tuomas. Dealing with what, our Territories? 

Mr. Grover. Historical documents relating to the development of 
the Territories of the United States before = became States. 

Mr. THomas. How long has that been going on ? 

Mr. Grover. It has been going on in the State Department for 
about 18 years. 

Mr. Tuomas. And they have not caught up with that history on 
printing and binding. Let us catch up with it this year. 

Mr. Grover. It was reviewed in 1950 by the Senate Committee on 
Rules and Administration. An act authorizing an increase in print- 
ing for the project was approved by the President on July 7, 1950 

(Public Law 602). 

Mr. Tuomas. What about your “Supplies,” $36,520? What is that 
for, repairing and rehabilitating paper records and motion-picture 
film ? 

Mr. Grover. We require raw-stock motion-picture film to duplicate 
some film that has deteriorated, Mr. Chairman, to the point where it is 
about to be lost. We have Government motion-picture film going 
back to 1900. 

Mr. Tuomas. Then you have here “Equipment,” $20,000; what is 
that for, cardboard containers? 

Mr. Grover. Yes, sir; that is for cardboard containers which are 
used in the National Achives for packing records. 

Mr. Tuomas. I thought you were going to microfilm some of that 
stuff here to the tune of a whole lot of money this year. 

Mr. Grover. We have about 900,000 cubic feet of records in the 
National Archives, and our microfilming only covers around 4,500 
cubic feet. 
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FEDERAL REGISTER 


Mr. Tuomas. What about the Federal Register here, where there 
is an increase in 1952 of $2,241 over 1951, with a total program cost 
for 1952 of $207,500? 

Mr. Grover. There is no increase for the Federal Register in this 
appropriation. However, as a result of the activity of the emergency 
agencies and the increased workload in the Federal Register Division, 
we will have to request some emergency funds in the supplemental. 

Mr. Tuomas. Insert page 215 and page 216 of the justifications in the 
record at this point, will you, Mr. Reporter ? 

(The matter referred to is as follows :) 


HIGHLIGHT STATEMENT 


The daily issue of the Federal Register, the Code of Federal Regulations, the 
United States Government Organization Manual, the slip laws, and the United 
States Statutes at Large are published by the Federal Register Activity. This 
estimate provides for performance in 1952 at about the 1951 level, with estimated 
production totaling 20,000 pages of daily issue of the Federal Register and Code 
of Federal Regulations, 2,300 slip laws, and 2,000 statutes. 

No provision has been made in this estimate for additional workload due to 
the defense effort. It is quite probable that the Defense Production Act of 1950 
and other similar acts to meet the present emergency will require that the facili- 
ties of the Activity will have to be expanded to keep pace with the flow of ad- 
ministrative regulations in the field of allocations, priorities, credit restrictions, 
and wage and price ceilings. The publication of these regulatons affecting the 
publie is vital to the defense effort. In addition to the workload of publishing 
emergency-defense-agency regulations, the Federal Register Activity is required 
to assist these agencies in the preparation of their regulations and orders. 


Program and performance 





1950 | 1951 | 1952 








| ESD eee een gD = ‘ $195,311 | $199, 900 


$202, 000 
Share of service administration __._......-- 65 LY SED 5, 359 5, 500 


| 
} 
| 

bt SEE ont FOR. 1-2: 

2 eG ASS SE ae Ta eed Me Be 200, 745 205, 259 | 207, 500 





JUSTIFICATION OF PROGRAM AND PERFORMANCE 


Relation of program to the system of archives and records management 

The work of this activity involves the filing, registration, codification, and 
publication of certain record series basic to the operation of the Government 
that are transferred to the National Archives for permanent custody and 
preservation. 
Relation of performance to program 

The activity covers (1) the central filing, cataloging, custody, and public 
inspection of Presidential proclamations and Executive orders and other Federal 
rules and regulations as required by the Federal Register Act, (2) the daily 
publication of such documents in the Federal Register; (3) the compilation 
and publication of the Code of Federal Regulations and supplements thereto; 
(4) the compilation and publication of the United States Government Organiza- 
tion Manual; (5) the receipt and publication of slip laws; and (6) the compila- 
tion, editing, indexing, and publication of the United States Statutes at Large. 

These are continuing services and because of rigid publication deadlines (as 
in the case of the Federal Register and the slip laws) backlogs cannot be permit- 
ted. All services, with the exception of the United States Statutes at Large (trans- 
ferred from Department of State May 24, 1950) are current. An 18-month 
backlog of statute work will be reduced to 12 months by the end of 1951 and 
is scheduled for elimination in 1952. Final volumes of the Code of Federal 
Regulations, 1949 edition, were produced during fiscal year 1950, and work 
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was begun on pocket supplements, which will now be a continuing program. 
The proposed performance for 1952 will be substantially the same as in 1951 
for all pre-Korean facets of the program with the exception of a moderate 
increase in the publication of supplements to the Code of Federal Regulations. 

A statistical indication of the scope of the Federal Register program by pages 
published is reflected in the following table: 


1950 actual | 1951 estimate | 1952 estimate 


Federal Register ; ; é ee } 8, 556 | 9, 500 | 
Code of Federal Regulation Supplements Pasa t 4, 380 | . 500 
United States Government Organization Manual. ________- | 657 } 700 


Slip laws x : af 3 ess af 2, 129 | 2, 300 
| Eee iuteas ; ; | 


9, 500 
, O00 
700 

2, 300 

3, 000 2,000 


Service administration 

The share of service administration distributed to this activity for 1952 is 
that which was set forth previously under that heading, consisting of $5,200 for 
personal services and $300 for other objects. 

Mr. Tuomas. A statistical indication of the scope of the Federal 
Register program by pages published is reflected in the following 
table: 

Federal Register 

Code of Federal Regulation Supplements____-----.._------__-----___- 10, 000 
United States Government Organization Manual T00 
RRS a TIE Begg ASB 0 iE cS ae PA A GE SA Et 2, 300 
IR RT RS peed a REE aE Spee Sa el RSA NIC Pr os i Se A a 2, 000 


How many people do you have working on the Register now ? 
Mr. Grover. Forty-eight. 

Mr. Tuomas. The same as last year? 

Mr. Grover. Yes, sir. 


FRANKLIN D. ROOSEVELT LIBRARY 


Mr. Tuomas. What about the Franklin D. Roosevelt Library? 
Ilow is that work getting along, Mr. Archivist ? 

Mr. Grover. That work is coming along fine, Mr. Chairman. Since 
we opened the majority of those papers in March 1950 the number of 
visitors to the search room and the number of reference inquiries by 
mail has been increasing appreciably. We had one additional position 
this year, and we are requesting one additional position next year. 

Mr. Tuomas. Mr. Reporter, insert page 220 of the justifications in 
the record at this point. 

(The matter referred to is as follows:) 


HIGHLIGHT STATEMENT 


The Franklin D. Roosevelt Library was established as a depository for the 
historical materials presented by the late President Roosevelt and other persons 
and organizations that have played a significant role in national affairs in the 
past generation. The library also administers a large historical museum. The 
research materials consist of all the personal papers of Franklin D. Roosevelt 
and many of his contemporaries, as well as large collections of books, photo- 
graphs, and sound recordings. The museum collection consists of thousands of 
objects of great historical and intrinsic value. 

These varied collections are preserved, arranged, cataloged, and displayed by 
the library staff, which also services the material to the general public as well 
as to scholars and writers. 
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Program and performance 





1951 





Performance costs_- 54, 6 $65, 242 $69, 
Share of service administration 5, 4 3, 835 ‘ 





I cretrrree aC ee ee  a 60, 038 69, 077 | 





JUSTIFICATION OF PROGRAM AND PERFORMANCE 


Relation of performance to program 

The Library program is a continuing one, which for objective workload pur- 
poses can be divided into the following functions or programs: 

(1) Acquisition.—Negotiating for and accessioning historically significant 
groups of personal papers and other historical materials. 

(2) Processing.—Arranging, boxing, labeling, cataloging, and indexing the 
papers, books, photographs, sound recordings, and museum objects in its custody. 

(3) Museum.—Repairing and preserving museum objects; planning and pre- 
paring museum exhibits; receiving and guiding special groups of visitors and 
the general public. 

(4) Reference-—Making books, museum materials, photographs, and unre- 
stricted papers available for reference use to visitors; furnishing information 
from or about the collections, orally or in writing; furnishing photographic 
copies of documents or other materials as requested. 

Mr. Tuomas. That shows a budget estimate of $72,800, which is an 
increase of $3,723, which is the new job. As well as I remember, you 
had eight jobs there. 


PERSONAL SERVICES 


Mr. Grover. We had 16 positions there this year, and that makes 17. 

Mr. Tuomas. 15 or 16? 

Mr. Grover. 15 in 1950, 16 in 1951, and 17 in 1952, if you include 
the equivalent of one Service Administration position in each of 
the 3 years. 

Mr. Tuomas. Mr. Reporter, insert in the record this table : appearing 
at the middle of page 224 of the justifications which shows 14 in 1950, 
15 in 1951, and 16 in 1952. 

(The matter referred to is as follows :) 





| 1950 





Supervision and acquisition of historical material 

Processing and cataloging holdings. 

Museum (repairing and preserving ‘materials, ‘preparing ex- 
hibits, and receiving the public) 

Reference servicing 





TP NRVELS POUUNINID.~ Joon. -< ccn woe cencccceees--o-- 








OTHER OBJECTS OF EXPENSE 
Mr. Tuomas. What about your other objects here? You have here 


44 days of travel at $15 a day, $660, 
Mr. Grover. Yes, sir. 
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Mr. Tuomas. Also forms and office processing, $2,540. What are 
your other objects there? 

Mr. Grover. Those are figured on a standard basis, Mr. Chairman, 

Mr. Tuomas. How much more is that personnel load going to in- 
crease over the years ¢ 

Mr. Grover. It should level off at not more than 20 people at the 
most. 

Mr. Tuom AB. What is the total amount of your other eo ot for 
1951 and 1952 in this budget of $69,077 for 1951, and $72,800 for 1952 
What is the amount of your other objects in each year? It is not tab- 
uated here? 

Mr. Grover. $456,000. 

Mr. THomas. No, no; you only had about $69, 000 to start it. 

Mr. Grover. It is on the green ‘sheet, page 222 

Mr. Tuomas. Can you give me the other objects for the Roosevelt 
Library ? 

Mr. Grover. For the Roosevelt Library ? 

Mr. Tuomas. Yes. 

Mr. Grover. $3,360. 

Mr. Tuomas. For what year? 

Mr. Grover. 1951. 

Mr. Tuomas. How much was the amount for 1952? 

Mr. Grover. $3,200. 

Mr. THomas. $3,200 even ? 

Mr. Grover. Yes, sir. 


RECORDS MANAGEMENT AND RECORDS CENTERS 


Mr. Larson. Mr. Chairman, could I insert in the record a list of 
those buildings from which records have been removed by Records 
Management and the Department of Defense record centers, the result 
of which has been savings of over 500,000 square feet of space? 

Mr. Tuomas. Yes. 

(The matter referred toisasfollows:) . 


Savings resulting from joint operation by General Services Administration and 
Defense at Federal records center, Alerandria, Va. 


Space available at Alexandria Federal records center 


square feet__ 412, 000 
Annual cost of space ($0.40 per square foot) ----__--__--___----___- $164, 800 
Space already released by transferring inactive records from holding 
agencies to center (period Sept. 1—Noy. 1, 1950) __--_- square feet__ 532, 039 
Annual cost of space released ($2.80 per square foot) ~-_-..______ ___$1, 489, 709 
EN iG eg |: caer ieee ee SES square feet-_._ 380, 265 
Aneel COnt- OT BORG TG DA: POIRRON aoe a en neem ener $1, 064, 742 
Total space released or to be released by this operation 
square feet_._ 912, 304 
RT WINE ces wien eals bse natalie cain ETT SERN $2, 554, 451 
Estimated number of filing - cabinets to be released_.....-...--__-.. 70, O00 
Replacement value (at $50 per cabinet) -..--__-__-_.-----.-_--_-- $3, 500, 000 


The space to be released by this operation is summarized on the attached list. 
Space released to November 1, 1950 is indicated by an asterisk. 
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Space being released by transfer of inactive records to Alerandria 
Records Center 


Building Square feet of space Building Square feet of space 
Agriculture South S4077 | Auditors... 42, 730 
Agriculture Administration._ *2,094} South Out 
Agriculture Annex 1,174 | Liberty Loan 
994 12th St. SW 938 | Wilkins 
623 D St. SW 3, 425 
400 11th St. SW 3, 996 
Cameron *40, 000 
Bureau of Standards 1, 325 

3, O85 
5, 865 | Post Office New 
*23,475 | Navy warehouse, Courthouse 
*10, 855 
Tempo No. 2 4,186 
zangston No. 39 *11, 475 
Tempo T-5 2, 200 | 1480 South Capitol 
Tempo Y Interior 
Federal Housing 703-705 Columbia Pike 
1015 14th St. NW Executive Office 
1725 15th St. NE 
101 Indiana Ave. NW 
Longfellow 
2400 16th St. NW., rear 
pid a AAR ile a el ae 1724 F St. NW 
Wake Hall ‘ 83 | Washington Auditorium *5, 199 
Pentagon ICC 10, 095 
Civil Service FSA South 1, 205 
Connecting Wing 15, 515 
Tempo *10, 432 
at Jocn ot. NW ...--...___. *314 
Lafayette ___- 10, 368 
1229 20th St. NW 25, 221 
Post office, old 3 ari 1,775 
Coost Guard (1300 B St. —_—_—_——— 
NW) 2 912, 314 
Treasury Annex D Total space released to 
Engraving and Printing An- *532, 039 
ps Spd SRA GAL Cen Ok Raa Snag ao le 24, 721 
*Space released to date. 


Mr. Tuomas. Thank you very much, gentlemen, for your very fine 
help and cooperation. We have covered a lot of territory today due 
to your efficiency in handling this budget, which is a great impfove- 
ment over last year. 





Turspay, Marcu 6, 1951. 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

I want to comend you and your staff, Mr. Larson, on these charts 
and organization tables, and other charts. Your organization tables 
here are very illuminating. In fact, they were so interesting I started 
in with them and could not stop for 3 or 4 hours. You have some 
22 charts here, and tables of organization. 


Executive Drrecrion AND STAFF OPERATIONS 


_ We will insert in the record at this point pages 225 and 226 of the 
justifications, for “Executive direction and staff operations.” 
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(The documents are as follows :) 


Summary 


$4, 864, 700 
— 64, 700 


1952 4, 800, 000 
HIGHLIGHT STATEMENT 


Executive direction and staff operations is a composite group of activities 
which provides the general direction and administration of GSA, including 
the Administrator, the Deputy Administrator, and the immediate assistants; 
also the various staff offices and divisions, which provide the entire Administra- 
tion with functionally integrated facilities for legal, financial, administrative, 
informational, investigative, and specialized services at the policy development 
and control level relating to internal and Government-wide responsibilities of 
the administration. 

Staff offices and divisions also perform all operations in their respective 
fields, such as accounting, auditing, reporting, personnel administration, budget 
administration, office services, compliance enforcement, information, and related 
operations for all activities financed by this appropriation. 


SCOPE AND RELATIONSHIPS 


The policy development and control functions are confined to the central office 
level. The implementation of policy is delegated to 10 regional offices and 
appropriate district offices thereunder for purposes of decentralizing operating 
responsibilities to the points where operations are performed and_ services 
rendered. This distribution of operations is predicated on the policy of maxi- 
mum functional centralization of administrative activities, and maximum 
decentralization of operating responsibilities consistent with economy and 
efficiency. 

Operating counterparts of each activity exist in the regional offices, except for 
compliance and contract settlement. Compliance, being an investigative and 
security operation, is designated as departmental from an organizational stand- 
point although, operationally, agents are stationed in some of the regional offices. 

Each regional office is constituted organizationally to perform operations 
under the administrative direction of a regional director in the fields of legal, 
accounting, reporting, personnel administration, budget administration, informa- 
tion, office services, organization analysis and procedure coordination, each 
of which is under the technical direction of the central-office staff. 

Policies and operations at all levels affect other Government agencies, due 
to the fact that the prime responsibilities of the Administration are Government- 
wide, with few exceptions. The organizational structure as currently authorized 
is tf result of many months of study, and is designed to accomplish the im- 
plementation of the Federal Property and Administrative Services Act of 1949 
and amendments thereto. It is reasonable to observe at this time, that the 
objectives of the pertinent statutes cannot be fully realized until the organiza- 
tion has been fully integrated, and the resulting operations established on the 
basis of an adequate and thoroughly trained staff. 


ANALYSIS OF ESTIMATE 


At the outset, it must be recognized that the recorded accounting and budgetary 
data for the fiscal year 1950 provides no direct basis for the evaluation of 
individual activities of executive direction and staff operations for the fiscal 
years 1951 and 1952. The integration of independently administered segments 
of functions into the activities of executive direction and staff operations did 
not get under way until after midyear of 1950. Functions as initially gathered 
together into these activities do not in all cases represent indentifiable units 
susceptible to specific documentation by position and related expenses for com- 
parison with later years. 


BUDGET ESTIMATES 


We have a budget estimate here of $4,800,000 for 1952, which is 
$64,700 less than 1951. 
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This is a good statement; I will reread it into the record : 


Executive direction and staff operations is a composite group of activities 
which provides the general direction and administration of GSA, including the 
Administrator, the Deputy Administrator, and the immediate assistants; also 
the various staff offices and divisions, which provide the entire Administration 
with functionally integrated facilities for legal, financial, administrative, in- 
formational, investigative, and specialized services at the policy development 
and control level relating to internal and Governinent-wide responsibilities of the 
Administration. 

Staff offices and divisions also perform all operations in their respective 
fields, such as accounting, auditing, reporting, personnel administration, budget 
administration, office services, compliance enforcement, information, and _ re- 
jated operations for all activities financed by this appropriation. 

I might add this significant statement : 

Each regional office is constituted organizationally to perform operations 

under the administrative direction of a regional director in the fields of legal, 
accounting, reporting, personnel administration, budget administration, infor- 
mation, office services, organization analysis, and procedure coordination, each 
of which is under the technical direction of the central office staff. 
That means that in each of your 10 regional offices you have in minia- 
ture the exact set-up that you have in ‘the District of Columbia under 
the heading of “Executive Direction and Staff Operations’; is that 
correct, gentlemen ¢ 

Mr. Larson. Yes; that is correct, and they are all carried in this 
activity. 

OTHER OBJECTS 


Mr. THomas. Were you able to give us a breakdown of your other 


objects, under your four or five big ‘classifications ? 

Mr. Larson. We are working on that, Mr. Chairman. I am sorry 
we did not have it ready this morning. 

Mr. Tuomas. You cannot move a mountain overnight; I realize 
that. When do you think you will have it ready? 

Mr. Larson. Thursday morning, we had planned, if that is not too 
late. 

Mr. Tuomas. That is all right. We are not quite able in one spot 
to look at the other objects at this time? 

Mr. Larson. On the green sheet at the front, which we referred to 
yesterday, Mr. Chairman, they are listed. 

Mr. Tuomas. I know, but that is a poor substitute. That is just one 
little line, is it not? 

Mr. Larson. No; all of the other objects are broken down there. 

Mr. Tuomas. Yes: there is one line for each object, but not any 
justification for them. 

Mr. Larson. The justification is in the other objects for each activ- 
ity as we go through each program. The consolidation is on this green 
sheet. However, we are working up a general justification. 


EXECUTIVE DIRECTION 


Mr. Tuomas. For “Executive direction” you are requesting $385,600 
for 1952, which is $2,300 in excess of 1951. I find no breakdown of 
other objects. 

Mr. Larson. From where are you reading, Mr. Chairman? 

Mr. Tuomas. Page 238. You have set out “the other objects in the 
field at $11,610, which is the same as 1951; and in the central office 
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the other objects are $13,110 for 1952, which is the same as 1951. How- 
ever, there is no justification. 






EMPLOYMENT, EXECUTIVE DIRECTION AND STAFF OPERATIONS 





How many employees do you have for 1951 and 1952, first in the 
central office here, under your big subhead of “Executive direction” / 

Mr. Larson. “Executive direction” has an average of 30.2 average 
positions in the central office. 

Mr. Tuomas. No. 

Mr. Larson. “Executive direction” only, or “Executive direction 
and staff operations” ? 

Mr. Tuomas. Well, your subhead here “Executive direction” cer- 
tainly includes the Office of the Chief Executive here. 

Mr. Larson. That is right. 

Mr. Tuomas. And the staff? 

Mr. Larson. 30.2 positions. 

Mr. Tuomas. That is in your office alone? 

Mr. Larson. That is right. 

Mr. Tuomas. I have a figure here of 356. I had to do some quick 
adding here. Is that correct? 

Mr. Larson. That is both “Executive direction” and “Staff,” in 
Washington only. 

Mr. Tuomas. Well, how do you separate them ? 

Mr. Larson. We break them down by “Executive direction,” “Fi- 
nancial management,” “Administrative management,” “Legal,” “In- 
formation,” “Compliance,” and “Contract settlement.” 

Mr. Tuomas. You still call it “Executive direction”; do you not? 

Mr. Larson. No; we call those “Executive direction and staff 
operations.” 

Mr. THomas. All right, “Executive direction and staff operations.” 

Mr. Larson. Yes, sir. 

Mr. Tuomas. We will put it allin. What is the total employment! 
This is all in the District of Columbia ? 

Mr. Larson. No; it is not all in the District of Columbia. We have 
20 positions in the 10 regional offices that are included in this particu- 
lar program. 

Mr. ‘THomas. Only 10? 

Mr. Larson. Ten regions, yes, plus the departmental here in 
Weshington. 

Mr. ‘Tuomas. Well, I thought it was more than 10 in the region. 
How do you arrive at the figure of 10? 

Mr. Larson. “Executive direction and staff operations” ? 

Mr. Tuomas. In the District of Columbia. Let us see about that, 
first, and then we will look at the field. 

Mr. Larson. Do you want the total employment? 

Mr. Tuomas. Yes. I want the jobs in 1951. 

Mr. Larson. Permanent jobs, 375 in 1951 and 356 in 1952. 

Mr. Tuomas. The Administrator’s Office has 30.2. You have 6 
in Contract Settlement and 8 in Compliance. Those are really out 
of your office. You should have 14 added, to make it about 48 or 49. 

Mr. Larson. Well, those are not really out of my office, in the sense 
that we present Executive Direction here. They are themselves sep- 
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arate programs, but rather than being directed somewhere else they 
are directed out of my office. 

Mr. Tuomas. The Administrator’s Office has a Deputy Adminis- 
trator, an Assistant to the Deputy Administrator? 

Mr. Larson. A General Review Board. 

Mr. Tuomas. Three Review Board members. 


FUNCTION OF REVIEW BOARD 


What are their functions ? 

Mr. Larson. We have a procedure under Public Law 600 which 
calls for a review of all administrative decisions when such a review 
is called for. For instance, if someone wishes to challenge a bid, as 
to whether or not the bid accepted was the proper bid, some other 
bidder may challenge that. The procedure for appeal is to the Review 
Board, which sits as a quasi judicial body to hear all the facts and 
determine whether or not the complaint is justified. 


REVIEW BOARD 


Mr. Puturres. Mr. Chairman, do Members of the Board of Review 
do anything else? Is that a full-time job? 

Mr. Larson. Yes; they perform certain other miscellaneous duties. 
For instance, one of the members of that Board of Review acted as 
the officer in the Administration to handle the requests from the 
President’s funds on disaster relief. 

Another member of that Board represents the Administration with 
other Government agencies in matters as a claimant agency for critical 
materials needed by other agencies, and so forth. 

Mr. Tuomas. Disaster relief has been transferred from your agency 
over to the Housing and Home Finance Agency, has it not ? 

Mr. Larson. As of yesterday at 5 o’clock. ‘The number of appeals 
that that Board is handling takes pretty near all its time. 

Mr. Tuomas. Does that mean you will need one less reviewer here? 

Mr. Larson. No, I understand the question to be, “Is that all they 
do?” or “What do they do in addition?” I gave that as an example. 
There are other duties they perform. With the consideration of 
liquidated damages, and that sort of thing, this Board is kept pretty 
busy. 

FINANCIAL MANAGEMENT 


Mr. Tuomas. You have 4 people in your financial set-up. You 
have a Comptroller and Assistant Comptroller. 

Mr. Larson. That is the Office of the Comptroller. 

Mr. Tuomas. You have 33 positions in budget. What does the 
budget officer do besides make up the budget ? 

Mr. Larson. I think, from the looks of this volume here, that takes 
pretty much all of his time. 

Mr. Tuomas. I would imagine it did, but what about all the other 
32 people there with him ? 

Mr. Larson. Well, let Mr. Medley speak to that, Mr. Chairman. 
He is more familiar with that. 

Mr. Tuomas. We would be delighted to listen to him. 
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Mr. Meptey. That is one of the busiest portions of our staff, Mr. 
Chairman. In a decentralized operation that we have in GSA of 
course we have the development of the field budgets that come in for 
review on a quarterly basis. That takes a considerable amount of 
time. We also have apportionments to handle with the Bureau of 
the Budget 


real 





a Mr. Tuomas. You can do that by telephone, can you not? 

5 Mr. Meptey. No, sir. ‘ 
a Mr. Tuomas. What is that? 

B | Mr. Meptey. No, sir. We have to submit them officially on the 

BE prescribed forms, appropriately justified, and then they hold hear- 

# ings. This budget administration is a day-to-day, long day, opera- | 


; tion, Mr. Chairman. 
3 Mr. Tuomas. Do you have a counterpart to that in each one of your 
10 regional field offices on budget operations ? 

Mr. Meptry. We have one man only, Mr. Chairman, in each region 
whose primary job it is to get up the quarterly operating budgets by 
activities as they are explained and justified in this budget and 
analyze the workload and progress of each program in the field. 

e Mr. Tromas. Are these 10 part of the 33 that you set out here, or 
5 are tliey in addition? 

i} Mr. Meptey. That is part of it, Mr. Chairman. 

i Mr. Tuomas. Part of the 33? 

| Mr. Meptey. I would like to refer you, if I may, Mr. Chairman—— 
; Mr. Tuomas. Are you sure about that? 

Mr. Meptey. Just one moment, sir. Page 248 gives a breakdown 
beween the central office and the field. As you will note, there are 14 
in the field. That includes one clerical position for each of the four 
larger regions, in addition to the budget analyst that we have in each 
regional office. 

Mr. Tuomas. You anticipate me, Mr. Medley. I was going to turn 
to that sheet in a minute, after I asked you that question of whether 
these 33 included those in the field. What is the answer? 

Mr. Meptey. There is a total of 44, Mr. Chairman, and 30 depart- 
mental positions budgeted. 

Mr. Tuomas. I make it 47. 

Mr. Meptey. Well, 44 average employment, sir. 

Mr. Tuomas. Forty-seven jobs? 

Mr. Meptey. Yes, sir. 

Mr. THomas. How many of those can you get along without, with- 
out hurting you? 

Mr. Meprey. Mr. Chairman, we have more voluntary overtime in 
this activity, I believe, than in any activity in the Administration. 


















ACCOUNTS AND REPORTS 
Mr. Tuomas. In your Accounts and Reports Division you have 80. 
You have a director, a branch chief, and 7 GS-13 accountants. 
Mr. Anprews. Four branch chiefs. 
Mr. Tuomas. What do they do? . 
Mr. Mepiey. Well, Mr. Chairman, our accounting operation 
Mr. Tuomas. What is the counterpart in the regional offices? 
Mr. Meptey. There is a counterpart in each region. We are or- 
ganized to function on the basis of a commercial-type branch office 
accounting, as the term goes in the trade. 
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Mr. Tuomas. How many in the field are doing this same work ? 

Mr. Mepiey. In Washington there are 66.3 average employment, 
and 213.7 in the field, making a total of 280 for Washington and the 
field, Mr. Chairman. 

Mr. Tuomas. Eighty in the District of Columbia ? 

Mr. Meptey. No. Sixty-six and three-tenths. 

Mr. Tuomas. My chart shows 80. I notice there is a little hiatus 
sometimes between the charts and the justification. 

Mr. Meptey. Well, that includes lapses, Mr. Chairman. 

Mr. Tuomas. I am talking about positions. 

Mr. Meptey. There is a considerable turnover jn that type of 
activity. People are hard to hold onto, because of the creation of the 
defense agencies, and, therefore, we need that many positions, really, 
to recruit against in order to come up with the average employment 
that is financed. However, there are only 66 positions financed, Mr. 
Chairman. 

If I may, Mr. Chairman, I should like to refer your attention to 
page 246 of the justifications, which breaks down this operation by 
type; so much for payroll, so much for voucher examination, so much 
for administrative claims, renegotiation rebates, lend-lease liquida- 
tion, surplus property liquidation, summary accounting reports, and 
accounting. 

You will note, sir, that we have wound up the surplus property 
liquidation and nothing is budgeted in 1952 for that activity. 

Mr. Tuomas. I have quite a hiatus here. You have 66.3 in your 
justifications, and you have 80 on your charts for the positions in the 
District of Columbia. Which is correct? That variation exists in a 
half dozen different spots here, between your charts and your 
justifications. 

Mr. Larson. Mr. Thomas, we are asking for money to finance only 
66.3 average positions. It is estimated that there will be lapses and 
adjustments in the 80 positions set up so that we will only require 
money to finance 66.3. From the standpoint of the amount of money 
being asked for and justified here it is 66.3. That is common budget- 
ing practice. 

Mr. Tuomas. I am not going to argue about that, Mr. Adminis- 
trator. You are talking in terms of one thing and I am talking in 
terms of another, but it all adds up. Average employment is one 
thing and the number of specific jobs is something else. 

Mr. Larson. But you can only employ the number of people that 
you have appropriations to cover. 

Mr. Tuomas. Well, you are given appropriations to cover so many 
jobs. It is from the difference between so many jobs and these lapses 
that you are able to do some more things. 

Mr. Larson. As I understand it, we are given appropriations only 
to cover the average positions. 

Mr. Tuomas. What is the story on these field offices, with 213.7 
average jobs? Is there any duplication there? 

Mr. Meptey. There is no duplication, Mr. Chairman. 

Mr. Tuomas. How do they differ? The general statement said they 
do the same thing. 

Mr. Meptry. They do the same type of work, but there is no 
duplication. 

80203—51—pt. 2———26 
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As I mentioned previously, we are on a branch-office system of 
accounting, which requires that we have a general ledger and all thie 
appropriate subsidiary accounts for the transactions which are con- 
ducted at the regional-office level to be recorded on the regional books, 
and audited at the site. 

The only thing that comes into Washington are summary account- 
ing reports, reflecting those transactions as they occur. 

We are organized just like any large industrial concern, where thie 
transactions or the programs which are managed at the regional 
levels have books on those programs which are kept in the regional 
offices. The documents are retained there. 

Mr. Tuomas. That is a very good statement. You have made it as 
clear as a bell. What I want to know is why it takes 65 or 70 people 
in Washington to supervise 212 or 215 in the field. 

Mr. Mepuey. This is not the supervisory operation. 

Mr. THomas. You just stated that the work was done in the field and 
completed in the field, and sent back up for reexamination. You have 
65 or 70 people here checking over the work of some 215 in the field. 

Mr. Meptey. No, sir. 

Mr. Tuomas. If I am in error, straighten me out in about two sen- 
tences. : 

Mr. Meptey. All right,sir. The supervisory portion of the account- 
ing operation in the field is performed by the Accounting Systems 
Division with 22 positions. The accounting and reporting operation 
in the central office is two things. No. 1, accounting for the trans- 
actions which occur at the Washington office level, such as Mr. 
Reynolds’ construction program. Those programs are all handled 
out of the Washington office. No. 2, the consolidation of reports 
received from the regional office and the Washington operation. 

Mr. Tuomas. Does Mr. Reynolds not have a portion of those 213? I 
would imagine he has 65 or 70 percent of those 213 in the regional 
offices. 

Mr. Meptey. Not on the construction program, Mr. Chairman. 
There are a lot of activities of the Public Buildings Service that are 
conducted in the field, such as the repair and preservation program. 
Those transactions are handled in the field, as well as the renovation 
and improvement program, but there are certain types of activities 
which are handled at the Washington level only and the accounting 
for those programs is performed in the central office. _ In addition, 
of course, we have the payrolling of employees and the administrative 
accounting for the central office. 

Mr. Tuomas. Of course, you have an accounting system where you 
have 22 positions in the District of Columbia over and above these 5v 
positions for accounts and reports. 
Mr. Mep.ery. That is correct, sir. 


INTERNAL AUDIT AND ACCOUNTING SYSTEMS 


Mr. Tuomas. Then you have an internal audit here of 21 positions. 
Mr. Meptey. Yes, sir; internal audit is very important. 
Mr. Tuomas. I have a note made here, “Cut out completely these 
43 jobs.” Let us get down to cases to see why my notation may be 
wrong. 
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In these two divisions, having 21 and 23 positions, you are dealing 
with accounting systems and internal audits, as against accounts and 
reports, Where you have 80 in Washington or 214 or 215 in the field. 


How many do you have in the field to do the accounting systems and 
internal audits? 


Mr. Mepuey. None, sir. 

Mr. THomas. Wait a minute. Are you sure about that? 

Mr. Mepiey. Yes, sir. All the systems work, Mr. Chairman, is done 
at the Washington-office level and I can assure you that the systems 
work is a very profitable operation. We have worked this out very 
carefully with the Accounting Systems Division of the General Ac- 
counting Office as well as the constructive accounting group in the 
Bureau of the Budget. : 

One of the deficiencies that has been inherent in governmental 
operations—— 

Mr. ‘THomas. Do you mind if we respectfully disagree about its 
being very carefully worked out ? 

Mr. Mepiey. Well, I was merely trying to point out, Mr. Chairman, 
that this kind of an operation really pays dividends, because when 
you have a man who is busy operating 8 hours a day he has little time 
for planning and improving his operation. <As a result, cumbersome 
systems grow up that result in uneconomical operations unless you 
have a separate systems staff working full time finding wage and 
means for streamlining your operation. 

Mr. Tuomas. Let me point this out to you: In “Accounting systems 
in the District of Columbia” you have 22 positions, and in “Internal 
audits” you have 21 positions. 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. In “Accounts and reports in the District of Columbia” 
you have 80 positions. 

Mr. Meptey. Sixty-six. 

Mr. Tuomas. Well, on my chart here it is 80 positions, and in your 
printed justifications here you have 66.3. You can take your choice. 
You prepared both of them; I did not prepare either one. 


EMPLOYMENT IN ATLANTA OFFICE 


With regard to “Financial management” we will take the Atlanta 
office. You have 65 positions. That is broken down into 1 budget 
analyst, and you have 1 accountant, and 60 other classifications. 

Mr. Meptey. Mr. Chairman, if you would refer to page 8 of the 
charts that you have there, there are only 16 positions in Atlanta that 
are financed from this activity, sir. 

Mr. Tuomas. Page 8 of the charts? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. All right. You are right and I am wrong. I was 
looking under the “General supply fund.” That is only 16 positions, 
rather than 65? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. What do these 16 people do in Financial Management 
in the Atlanta office ? 

Mr. Meptey. They keep the accounts for all the transactions which 
are financed by this appropriation, Mr. Chairman. 
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I would like to point out that from the over-all standpoint of this 














ve activity the appropriation or proposed estimate is going from $78.5 

| million in 1951 to $114.4 million in 1952, which includes the servicing 
f of a lot of additional employees from the standpoint of payroll opera- 
| tions. Those are employees which we receive by rong” under plan 
te 18. You will recall the Administrator’s chart that he used yesterday, 
i his also involves the payment of rent and utility contracts, on the 7 
a additional $13.7 million which you saw yesterday for that purpose. 
iz There is a marked increase in workload, Mr. Chairman, on this 

entire appropriation, without a corresponding increase in the funds 
for this activity. I can assure the committee that this is a very tight 
operation. 


ADMINISTRATIVE MANAGEMENT 





i] Mr. Tuomas. We shall insert in the record at this point page 24 
; of the justifications, for administrative management. 
(The document is as follows:) 









(C) Administrative Management 












ie i se ee te drat en eh ee Se $1, 526, 800 
| RE ee ROE) FE Fe RNS Ueto Ee Sige nee teed 35, 600 
i er a tei Sie instars oc eaapete egeacintin inte loladpi inden cdigenmcastmecdaplaiietan 1, 491, 200 


HIGHLIGHT STATEMENT 





The development, coordination, review, and implementation of agency-wide 
management improvement functions is provided under this activity. Specifically, 
it includes the development, coordination and review of broad programs and 
policies; the development and control of organization, methods and operating 
manuals and procedures; the development and control of the statistical and 
reporting systems; the conduct of a comprehensive personnel management pro- 
gram; performance of office services and internal supply duties ; and the adminis- 
tration of the internal General Services Administration records program. 

The functions of administrative management are carried out through the office 
of a director, and 5 divisions in the central office. A counterpart of the Director 
is located in each of the 10 regional offices with counterparts of such of the 
central-office divisions as are necessary for serving operating programs in the 
field. 

A comparative tabulation of the amounts included in the estimate for each 
division follows: 



















A (1) Office of Director ie ; een een ne afd $172, 914 $175, 549 
(2) Program Planning ssaddacee das dbheekserds | 27, 484 19, 531 
(3) Personnel... : ‘ abe sia 559, 204 5R3, 84 
(4) Organization and Methods Sate ot eS 210, 563 | 215, 750 


(5) Statistics and Reports . deacon 99, 994 | 119, 092 
(6) Office Services 5 --| 456, 641 377, 424 
ME idee chs tig apicibiacnaninccale thom nnetne nan singd tat vcuanaiiembaieds | 


, 526, 800 | 1, 491. 200 


_ 


Obligations by objects and detail of personal services for the administrative 
management activity follow, after which the functions and staffing of each divi- 
sion are presented separately. 

Mr. Tuomas. You are requesting $1,491,200 for 1952, which is a 
decrease of $35,600 from the 1951 budget. 
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EMPLOYMENT IN ADMINISTRATIVE MANAGEMENT 


How many people do you have in the field doing this work ? 

Mr. Larson. This is Mr. Cleary’s operation, Mr. Chairman. 

Mr. THomas. How many do you have in the field, please, sir? Is 
that 20? 

Mr. Cieary. We have a total of 20 management direction positions 
in the field offices; yes, sir. 

Mr. THomas. How many do you have in the District offices ? 

Mr. Curary. In direction we have 6 in the central office and 20 in 
the field offices. 

Mr. THomas. What do the 20 in the field offices do? 

Mr. Cieary. They are the regional directors of management, and 
secretaries. ‘They have responsibility for carrying out the manage- 
ment-improvement program in each regional office. 

Mr, 'THomas (reading) : 

This supervision and direction is carried out through a regional director of 
management in each of the 10 regional offices of the Administration together 
with division directors in the central office. 

The Director’s Office provides the direction and supervision of the administra- 

tive management program of the Administration. 
He is the most important man in the whole outfit, then. What does 
the administrator do? You have an administrator in each one of 
these regional offices. What does he do? If you have a man here 
charged with that very broad duty of carrying out the direction and 
supervision of administrative management programs, what does the 
administrator do in each one of these offices? In each one of the offices 
you have a deputy regional director. 

Mr. Cieary. The term “management improvement” is used here in 
the same sense as the management-improvement program of the 
Bureau of the Budget, which is a continuing program. It is top 
supervision, 

The regional director is responsible for the direction and coordina- 
tion of the entire program of the region. When we come down to 
the director of management, he carries on a continuing management- 
improvement program within the region. 


LEGAL DIVISION 


Mr. Tuomas. We shall insert in the record at this point page 267 of 
the justifications, as to “Legal.” 
(The document is as follows :) 


d. Legal 


$474, 900 
1952 estimate 429, 400 
Change 


HIGHLIGHT STATEMENT 


The direttion and supervision of all legal activities within the GSA is provided 
by the staff of the general counsel under this activity, including legal counsel 
to the Administrator and all service and staff officials of the agency ; handling of 
claims and litigation ; services in connection with contract matters; preparation 
and review of legislation and regulatory actions; external liaison on all legal 
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matters and special services in security and finance matters. These functions 
are performed in the central office and in each of the 10 regional offices. 

Performance of the legal functions of GSA is distributed between 6 offices or 
divisions in the central office with regional counsels in each of 10 regions per. 
forming all legal functions at that level. 

The excess cost in 1951 over that reflected for 1952 is due in large part to the 
legal services performed in connection with national emergency matters prior 
to the availability of special funds to finance such legal services. Some savings 
are being accomplished in 1952 by rearranging the grade structure as a conse 
quence of integration and organization. 

There are 27 activities financed from this appropriation each requiring pro- 
fessional legal service either directly or indirectly. The total legal and clerical 
staff requested to perform this service averages slightly less than 2.5 positions 
per activity. 

The following schedules summarize the total legal staff, including attorneys 
and clerical assistance, which serves all activities under this appropriation in 
the central office and the 10 regional offices. 


Performance cost 





1951 t 1952 























Lat 
Central office: 
Average positions__._.......-- EE BS RE OTR ade I Rs PTE ihe Raa Ret Oy a 29 26.5 
Fervonal services cost..................-..- u MEELIS EEF Day eRe Sey ee $204, 445 $180, 14! 
I I eps ances wb a pacpcmoets grt arch teow done leTcaeenla ean eeaaen a 16, 688 8, 552 
III CE a ean intima eeweceainbemmneiacawa ike 221, 133 188, 633 
Field offices: Rea i” 
Sn ik pl danas tars padesctla o acne aad a aiaieenceneisd alain abeacel 39 39. 5 
NT URNA ns wrk abi dn ceiinns ihgneb ghikeuee ceebeieda $231, 325 $227, 959 
Other object cost. RABE. BENE, NOE Biot AR ATA AES Sele ESS 22, 442 12, 748 
I I clase chao bdllesisclialen sapatninabiesiael 253, 767 240, 707 
Central office and field offices: mye as es ‘ 
TI EES pA ae Sor APS Sea T RES 68 fi 
ES EES SEVIER EGS AS SEEN OE OE ORE EN ES PRS CR! Se $435, 770 $408, 100 
Other object cost_.....-- ES ay POL RR BERS eh Me aE LS SERS 39, 130 21,300 
Total central office and field offices. _._............-..-----.----.------ 474, 900 429, 400 








Mr. Tuomas. You are requesting $429,400 for 1952, which is $45,500 
less than the budget for 1951. 


EMPLOYMENT—LEGAL DIVISION 


You have 28 positions in the District of Columbia. How many do 
you have in the field? 

Mr. Exxiorr. Thirty-nine, sir. 

Mr. Tuomas. Thirty-nine? 

Mr. Exuiorr. Yes, sir. 

Mr. Tuomas. Are these 39 positions financed from this $429,400! 

Mr. Exuiorr. Yes, sir. 

Mr. Tuomas. The whole 39, plus 26, are financed from that money! 

Mr. Exxiorr. From the “Operating expenses” appropriation. 

Mr. THomas. What do these 39 do in the field? How many are 
lawyers and how many are stenographers ? 

Mr. Exuiorr. It is approximately equal. 

Mr. THomas. You have about a lawyer and a half for about two 
lawyers in each field office? 

Mr. Exsiorr. It averages that. They are not all the same. For 
instance, we only have one lawyer at Atlanta, but we have three 1 
Chicago, and three in New York, and six in Washington. 
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INFORMATION DIVISION 


Mr. Tuomas. We shall insert in the record at this point page 271 
of the justifications, as to “Information.” 
(The document is as follows :) 


(e) Information 


EE ARRAN eed ERG ie es Oe Ba, ALY SOON ee Uae TES et eT a - $91, 600 
Change 2 


1952 estimate 


HIGHLIGHT STATEMENT 


The Office of Information initiates, develops, coordinates on an agency-wide 
basis, and disseminates, information which will assist the public, including trade, 
manufacturing, and industry groups in transacting business with GSA. The 
objective is to assist the Administration in carrying out its responsibilities under 
the Federal Property and Administrative Services Act of 1949, as amended. 

This function is performed by a small central office staff of 5 and an average 
of 1 position in each of the 10 regional offices. 

The increase in 1952 over 1951 is the result of increasing the responsibilities 
and scope of the information offices in the field over those contemplated when 
they were first established during 1951 which will require a higher grade of 
performance to carry out the objectives of the program effectively in 1952. 


Performance cost 












Central office: 
Average positions O92 Se woke 
Personal services cost------- Tap aie 
Other object cost. ..-........-..-- 


















ea ad wins auben cv ecadduannuemaehdodecdahes< | 33, 769 37, 845 


Field offices: | 
ds od aah Ss danch camiephndicinaaibnaantae aE 9.5 10 



























Personal services cost__-..- & RTE R NG of AES, ERE Ee Eo SR Ee ees } $51, 000 $64, 246 
Spa Soe ES es cennnapaiammn gan Aaa Gea | 6, 831 11, 409 

| —_— 

IN es ook Sens ccuensededne ie PR OT ae a eee PE 57, 831 | 75, 655 
Central office and field offices: r 
Average positions_.........-- beens sanaes die hatEM WRG Gea a meno ain se 16 | _ 16 
Personal services cost..........-.....------- eae oe se Ae ee ee $80, 095 $96, 387 
2 cia abbiowaddhmnwedceenwenibunes san 11, 505 17, 113 
Total, central office and field offices... ..-- Fe) NE PORN Pee te OPIN | 91, 600 | 113, 500 





Mr. Tuomas. You are requesting $118,500 for 1952, which is an 
increase of $21,900 over 1951. 


EMPLOYMENT, INFORMATION DIVISION 


You have 6 positions in the District of Columbia and 10 in the 
field ¢ 

Mr. Larson. That is correct. There is one in each regional office. 

I might point out that this office performs a function not akin to the 
ordinary information operation entirely. Because of our vast pro- 
curement programs we have to set up points of contact for the public, 
in order to distribute information about procurement programs, where 
people can go to buy, the direction of those people once they get in the 
regional office, the dissemination of information to the public through 
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newspapers and otherwise of procurement programs of the Govern- 
ment. That is the reason we found it necessary to extend this opera- 
tion to the field. 


ADMINISTRATIVE MANAGEMENT 


Mr. Tomas. I notice on the chart for the central office you have two 
people for program planning; then you have, for or ganization and 
methods, 18 people, which is a total of 20 people. 

Mr. Larson. Are you back on administrative management now ? 

Mr. THomas. Yes. 

Mr. Larson. I thought you were on information. Tam sorry. 

Mr. THomas. I thought we had finished information. You said they 
were doing better than the aver age job, and I just took your word for 
it. You have 10 in the field and 6 in Washington. 

Mr. Larson. Yes, sir. 

Mr. THomas. Now, on program planning and organization and 
methods, you have 20 people. Do you have a counterpart of that in 
your field offices ? 

Mr. Creary. No, sir. 

Mr. Tuomas. You have a compliance man ? 

Mr. Cieary. These activities under “Administrative management” 
are all carried on in the Office of Management. Compliance 1s a sep- 
arate organizational entity. 

Mr. Tuomas. You do not have any compliance people in the fleld / 

Mr. Larson. Are you talking about the “Compliance” operation 
that works out of my office now ? 

Mr. Tuomas. Yes. I would like to get them both. You are sup- 
posed to have eight in your office. I want to know how many you 
have in the field. You are supposed to have 10 in the field. 

Mr. Larson. One in each regional office. 

Mr. Tuomas. You do not set it up in your chart for those eight 
people in your own office, in the Office of Management. 

Mr. Larson. That is not in the Office of Management ; ; it is on the 
chart at page 4. “Compliance” is set out at the top. 


CONTRACT SETTLEMENT 


Mr. Tuomas. Yes. I am in error. Then in Contract Settlement, 
you have six in your office. How many do you have in the field ? 

Mr. Larson. None. That is all. That is to liquidate an old job that 
we inherited from the Treasury Department. 

Mr. Tuomas. Mr. Larson, in your own set-up in the District of 
Columbia and the counterpart in your 10 field offices, would it cripple 
that operation if we were to reduce your personnel load there a flat 20 
percent ? 

Mr. Larson. What do you mean by “reduce the personnel load”! 
You mean to cut out 20 percent of the personnel now occupied in 
“Executive direction” ? 

Mr. Tuomas. You have expressed it far better than I could. That 
is right. 

Mr. Larson. I did not know whether you were referring to the 
Personnel Division of Office Management or not. 

Mr. Tuomas. We are talking about straight across the board. 
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DEFENSE ACTIVITIES 


Mr. Larson. You will note there has been a slow but decided reduc- 
tion in this program. That reduction has been brought about because 
we have been pushing further toward an integration of the old activi- 
ties we inherited, and when we came before you for 1951 and set up 
for the first time “Staff operations” in one lump sum we told you at 
that time we were going to be able to effect some savings. Each year 
we have been able to shave off part of what it formerly cost by adding 
them all together. Now, with the tempo of programs being carried 
on by the Federal Government—and I refer particularly to the emer- 
gency programs that are not financed out of the emergency fund— 
this “Executive direction” and “Staff operations” is just as tight as 
it can be in my humble opinion. And I am deeply sincere about that. 
I will give you an example of some of the jobs we are called upon to 
do for which there is no financing other than our regular staff here, 
and we have been able to do those jobs with our regular staffs. 

Mr. Tuomas. Under which program is that ? 

Mr. Larson. We were called upon by ESA. 

Mr. Tuomas. Do you mean you were: called upon for war-emer- 
gency work ? 

Mr. Larson. Yes. We were called upon by ESA, the price-stabiliza- 
tion organization, to open 54 regional offices on 8 days’ notice. We 
opened those regional offices for them and did all of the staff work— 
all of the supervision and everything—necessary to get them operat- 
ing within the time I have indicated. We did that with our regular 
staff and within our appropriation. 

I do not mean to indicate we paid any rent out of our appropriation, 
but all of the work involved in the leasing operations and organizing 
the management and staff operation to get those 54 offices going 
throughout the country was provided by our staff. 

Mr. THomas. What authority do you have for diverting those funds 
like that? We have been of the opinion—and we will go into that ques- 
tion on Wednesday—that those operations of Mr. DiSalle were 
financed out of the President’s emergency fund. If they were not 
financed out of the President’s emergency fund, what authority do you 
have to divert your funds for that purpose ? 

Mr. Larson. It was not a diversion of funds. It came under the 
very specific authority laid down or the responsibility laid down in 
Public Law 152 and the amendments thereto, where the General Serv- 
ices Administration is required to furnish the space that is called for 
by other Government agencies through procedures a part of which 
we have explained in the presentation of this appropriation here yes- 
terday and today. 

Mr. Tuomas. I thought I understood you go to even further at first 
than you are going now. You are talking about space now. I thought 
you were talking about the organizational set-up, and so forth, as well 
as space, 


Mr. Larson. No. I am talking only of space and equipping that 
space and the management of the records. 

Mr. Tromas. I doubt if you had authority to use your funds even to 
get space. I think perhaps you have the obligation, but I doubt, even 
if you had the funds, whether you could divert the fund for that 
purpose. 
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Mr. Larson. The money for the rent and the cost of the equipment 
comes out of the funds you indicate. 

Mr. THomas. What funds? 

Mr. Larson. The appropriation of $30,000,000. 

Mr. Tuomas. The President’s emergency fund? 

Mr. Larson. Was it termed the President’s emergency fund? I «lo 
not recall. It was the appropriation to finance the expenses of deferse 
production. 

Mr. Tuomas. Well, you have not spent any of your funds for that 
purpose; have you? 

Mr. Larson. No. But, when we were called upon by the agency to 
open 54 offices, obviously we have to have an organization in being thit 
can step in and do it. . 

Mr. THomas. Mr. Reynolds, how many offices do you have? 

Mr. Larson. There are about 3,300 leases. 

Mr. Tuomas. I am talking about offices. You have a staff in each 
one of your regional offices? 

Mr. Reynowps. We have about 19 offices. 

Mr. ‘THomaAs. How many in addition to the 10 regional offices? 

Mr. Rrynotps. We have nine and are setting up additional ones 
now. 

Mr. Tuomas. So that in 1950 and 1951 you had 19 offices with which 
to do that work. So it all boils down to the fact that you have not 
spent any of your 1951 funds for that purpose; have you, except maybe 
for a little extra travel? 

Mr. Larson. There is extra travel, extra staff work. It is extra 
work across the board. The regional directors have to coordinate 
these activities; they have to coordinate the space acquisition and thie 
equipment acquisition. 

Mr. THomas. Roughly, how much did that extra work cost you? 
What would be your guess? 

Mr. Larson. I would not attem} t to make any estimate as to that 
particular job. It was a sizable job. It took practically all the time 
of the regional directors and the top staff in the regions for the lengt!h 
of time it took to get the offices open, which was about 8 days. 

Mr. Tuomas. Then, boiled down to dollars and cents, it did not cost 
you a penny more. You used the executive staff. 

Mr. Larson. Exactly. That is the point I am making. And | 
make that point to indicate not only do I feel this estimate is tight, 
but it is being pressed for additional operations which were not con- 
templated when the estimate was set up. I am not trying to lay the 
predicate for increasing it—do not misunderstand me—because I have 
the firm conviction—— 

Mr. Tuomas. All that work was not applied evenly throughout 
your staff. The vast majority of that workload came in Public Build- 
ings and Grounds; did it not? 

Mr. Larson. I would say equally as great a workload came in Fed- 
eral Supply, because it is getting increasingly difficult to obtain office 
equipment and supplies because of the criticality of certain items. 


CONTRACT SETTLEMENT 


Mr. Tuomas. We will insert page 277 of the justifications in the 
record at this point. 
(The matter above referred to is as follows:) 





1951 budget 
Change 


1952 estimate 
HIGHLIGHT STATEMENT 


The Office of Contract Settlement, including its Appeal Board, was created by 
the Contract Settlement Act of 1944 to deal with the settlement of terminated war 
contracts and claims under section 17 of that act. By Reorganization Plan No. 
1 of 1947, these functions were transferred to the Secretary of the Treasury. 
By section 102 (b) of the Federal Property and Administrative Services Act 
of 1949 they were transferred to the Administrator of General Services as of 
July 1, 1949. The Appeal Board is the sole remaining function of this office. 
it hears and decides appeals under the Contract Settlement Act. 

A backlog of 37 cases estimated to be carried over from 1951 plus an estimated 
intake of 30 cases during 1952 will provide a workload sufficiently in excess of 
the capacity of the professional staff to warrant the addition of one professional 
position, with corresponding decrease in clerical and part-time employment, so as 
to dispose of all appeals by the close of 1952. 


Performance cost 





Central office 





Average positions. .......__- 
Personal services cost 
Other objects cost 

7 


6 
$45, 000 $44, 700 
9, 000 | 9, 300 


Total, central office (no field staff)______- ERNE ee a8 54, 000 54, 000 
= pend 





Mr. Tuomas. This cost you $54,000 in 1952 and the same for 1951. 
You have six jobs, and you are going to have to pay out about $1.5 
million in 1952 more than you paid in 1951. Is that correct ? 

Mr. Larson. $1.5 million more in settlement of claims? That is 
correct, but that is in “Renegotiation rebates.” ‘That comes under a 
separate heading. 

Mr. Tuomas. That is right. 


RENOVATION AND IMPROVEMENT OF FEDERALLY OWNED BUILDINGS 
Ourswe Disrricr or CoLuMpBia 


Mr. Tuomas. Mr. Reynolds, under the improvement of buildings 
outside the District of Columbia, that appropriation has been reduced 
$5,000,000 for 1952. Heretofore you have been given a flat $10,000,000 
for a good many years. Can you get by with $5,000,000? 

Mr. Reynoups. The Public Buildings Act of 1949 authorized the 
appropriation of a total of $30,000,000 for this program, of which 
$20,000,000 has been appropriated. Of the remaining unappropriated 
authorization of $10,000,000, we are requesting $5,000,000 for 1952. 
We requested $10,000,000 of the budget this year, but they reduced 
it to $5,000,000. 

Mr. Tuomas. That is the $30,000,000 program ? 

Mr. Reynoxps. That is correct. 

Mr. Tuomas. How much authorization remains unused ? 

Mr. Reynotps. $10 million. 

Mr. Tuomas. When was this program passed—in 1949? 

Mr. Reynoxps. In 1949, Public 105. 
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Mr. THomas. And how much unobligated authorization do you have 
left ¢ 

Mr. Reynoups. $10 million. 

Mr. Tuomas. Including the deducting of the $5,000,000? 

Mr. Reynoips. Exclusive of what is in this budget. 

Mr. Puitiips. How can you do that? You have had $10,000,000 
twice, and you ask for another $5,000,000. How can you have $10,- 
000,000 left / 

Mr. Reynotps. There was $10,000,000 left prior to the submission 
of this budget. 

Mr. Tuomas, You have 40 employees and want $40,000 for travel. 
You say: 


It is estimated that the average direct employment for the 1952 fiscal year 
“an be reduced to 60 engineers and clerks— 
of which 40 will be in a travel status. You want $40,000 for travel for 
the 60 engineers and clerks who are going to spend this $5,000,000, 
How many projects will there be ? 

Mr. Reynotpds. There will be about 80. 

Mr. Tuomas. Your workload for 1952 is 45 projects rather than 80, 
and you have 91 in 1951. 


Repatr, PRESERVATION, AND EquipMENT Outsipe District or CoLuMBIA 


Now let us go to repair and equipment outside the District of , 


Columbia. This is the old $10,000,000 program you have had for years 
and years. 
Mr. Reynotps. That is right. 


EMPLOYMENT 


Mr. Tuomas. How many employees do you have on that one? 

Mr. Reynowws. We have 25 in the District and 452 in the field in- 
cluding 285 engaged on force account operations. We do a certain 
amount of force account work in some of the larger cities. 


TRAVEL 


Mr. Tuomas. You want $96,000 for travel. 
Mr. Reynotps. That is right for the field. 


SUPPLIES AND EQUIPMENT 


Mr. Tuomas. Otherobligations amount to what? You say: 


It has been found to be more economical to enter into lump sum contracts for 
the purchase and site delivery of certain general-use supplies, materials, and 
equipment rather than to provide for them in each repair contract. This 
accounts for the amounts estimated for OS Supplies and materials and 0? 
Equipment. 

Where is that set out ? 

Mr. Reynotps. At page 287. 

Mr. THomas. Would it not have been a very good place to put that 
breakdown right here ? 

Mr. Reynowps. I think it would. 

Mr. Jenninos. It is on page 287 of the green sheets. 
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Mr. Tuomas. You got a little tired when you got around to that 
item ¢ 

Mr. Reynoups. No; we did not get tired, but we do find this, as 
indicated in that short summary, that on a lot of equipment items we 
let contracts—— 

Mr. Tuomas. That tells exactly nothing. For supplies and mate- 
rials you want $1,190,000 and for equipment, $750,000. 

Mr. Reynoips. And that varies, depending on the type of contract. 

Mr. Tuomas. Are these general-use items you buy for the stores, or 
do you order these direct ¢ 

Mr. Reynowps. We will enter into a contract for lighting fixtures. 
We buy them in large numbers and get a very material reduction in 
cost as compared with what they would cost if we provided for them 
in each project contract. 

Mr. Tuomas. Do you buy these out of the general supply fund, or 
where do you get them ? 

Mr. Reynoups. They come out of this appropriation. 

Mr. THomas. You mean you do not operate out of the general 
supply fund that we set up here? 

Mr. Reynoups. We use the General Supply Service to the extent of 
common-use items. For lighting fixtures, which are special to our 
use and based upon our own design, we let yearly and subyearly con- 
tracts. There are certain types of equipment which go in the post 
offices which are general to post office space such as counters and lock 
boxes. We take bids on those. 

Mr. Tuomas. You do not get those out of the general supply fund ? 

Mr. Reynowps. No. 

Mr. Tuomas. Then here we are; we have wheels working within 
wheels in our own organization. We have a big supply fund set up, 
and here is one part of the agency that does not even use it. 

Mr. Larson. As Mr. Reynolds pointed out, the supply fund is for 
common-use items. 

Mr. Tuomas. Well, in Post Office Department items, a lock box is a 
lock box. One may be a little bigger than the other. And the same 
with lighting equipment. 

Mr. Larson. We have contended, where it is a piece of technical 
equipment, and there has to be a technical staff in order properly to 
procure specific technical equipment, et cetera, it is better to keep that 
staff where it performs the technical function rather than to move it 
over into the big supply function where it will be busy only part of the 
time. 

Rerunps Unper Renecorrarion Act 


Mr. Tuomas. We will insert page 292 of the justifications in the 
record at this point, showing the request for refunds under the Rene- 
gotiation Act of $9 million for 1952, which is an increase of $1.6 
million. 

(The matter above referred to is as follows :) 


Refunds under Renegotiation Act 


RES ge Ree ae oe Se ee ae =o $7, 400, 000 
Change +1, 600, 000 


1952 estimate 9, 000, 000 
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APPROPRIATION LANGUAGE 


“Refunds under Renegotiation Act: For refunds under section 408 (a) (4) \b) 
(relating to the recomputation of the amortization deduction and by the last 
sentence of section 403 (i) (3) (relating to excess inventories) of the Renexotia. 
tion Act; and to refund any amount finally adjudged or determined to have heen 
erroneously collected by the United States pursuant to a unilateral determination 
of excessive profits, with interest thereon (at a rate not to exceed 4 per centum 
per annum) as may be determined by the War Contracts Price Adjustment 
Board, computed to the date of certification to the Treasury Department for pay- 
ment; [$7,400,000] $9,000,000: Provided, That to the extent refunds are mide 
from this appropriation of excessive profits collected under the Renegotiation 
Act and retained by the Reconstruction Finance Corporation or any of its sub- 
sidiaries, the Reconstruction Finance Corporation or the appropriate sub- 
sidiary shall reimburse this appropriation: Provided further, That refunds made 
hereunder shall be based solely on the certificate of the War Contracts Price 
Adjustment Board or its duly authorized representatives.” 


HIGH LIGHT STATEMENT 


Net refund payments due World War II contractors are made upon approval 
and certification of claims presented under provisions of title VII of the Revenue 
Act of 1948 after calculation of Federal tax benefits, or on the order of the 
United States Tax Court in a few cases. 

The total potential program is estimated at 6,000 claims in gross amount of 
$226,000,000, or an estimated net amount of refunds or rebates of $56,000,000. 
As of July 1, 1950, 3,382 claims had been received, aggregating over $125,396,000 
on which 1,701 payments totaling $10,819,728 were made. 

For 1951 it is estimated that an additional 1,100 payments will be certified, 
totaling $7,600,000, of which it is estimated that $200,000 will be reimbursed from 
Reconstruction Finance Corporation for payments made in its behalf. As of 
July 1, 1951, it is estimated that 2,801 payments will be certified for $18,419,728. 

The program for 1952 is based on the same number of payments as 1951 but 
it is estimated that the amount certified will be greater for the reason that the 
residual cases include many of higher potential rebates or refunds. The ap 
propriation requirement is estimated to be $9,000,000. 

The cost of processing claims is financed by other appropirations as part of 
the Office of the Comptroller under the “Operating expenses” appropriation. 


Mr. Tuomas. This is a pretty hard working group. What is going 


to be the ultimate cost before we wind that up? Have you been able 
to figure out how much more you are going to need? You say the 
total potential program is estimated at 6,000 claims in gross amount of 
$226 million. I notice so far your figures run one-third or one-fourth 
that you actually pay compared to the amount the claimant claims. 
Mr. Mepiey. Twenty-two percent. 
Mr. Tuomas. That is pretty good horse trading. 


SrTocKPILING AND DEFENSE PROGRAMS FOR 1952 


I was interested in this statement. I have already read it into the 
record once: 


Attention is directed to the omission from the printed budget for 1952 of em- 
ployment data for 1952 under the emergency operating expense and strategic and 
critical materials appropriation. 

There are no funds in here for critical materials, but you will be 
up pretty soon with an estimate; is that correct ? 

Mr. Larson. It is my understanding, if certain conditions continue 
to exist, we will be up. 

Mr. Tuomas. Even if you do not buy any more, you are certainly 
going to have an operating expense unless it is set over in another 
agency. 
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Mr. Larson. That is correct, so far as operation is concerned. 
Mr. Tromas. You further say: 


Also omitted from the budget for 1952 is any schedule of employment under 
the Defense Production Act funds. 


What part will you play under that defense production ? 


PURCHASE OF RUBBER FOR RESALE 


Mr. Larson. We play a considerable part. Probably the biggest 
job we have right now is the exclusive purchase of rubber for resale. 

Mr. Tuomas. That is a part of your stockpiling program; is it not? 

Mr. Larson. No; only that portion which goes into the stockpile. 
We only put a certain percentage into the stockpile out of what we buy. 
The rest of it is bought for resale. 

Mr. Toomas. That is right. Any civilian now who gets any rubber 
has to come to you? 

Mr. Larson. That is right. 

Mr. Txomas. You have had that authority for how long—60 or 
75 days? 

Mr. Larson. Since January 1. 

Mr. Tuomas. You have no justification in your budget for the funds 
you are using. Where are you getting the funds for that purpose 
now ? 

Mr. Larson. You mean the funds which we use for the payment of 
the cost of the rubber? 

Mr. Tuomas. Yes; and for your operating expense for that part of 
the program where you resell to civilians. 

Mr. Larson. Under Public Law 774 and the allocation made by the 
Bureau of the Budget to us for operating expenses and the loan from 
the Treasury sufficient to finance the purchase of the rubber—in other 
words, a revolving fund. 

Mr. Tuomas. From where do those funds come? 

Mr. Larson. From the Treasury. They are borrowed from the 
Treasury under authority of Public Law 774. 

Mr. Tuomas. What is Public Law 774? 

Mr. Larson. Public Law 774 is the Defense Production Act of 1950. 

Mr. Tuomas. It set wp your authority to handle all civilian rubber ? 

Mr. Larson. It set up the President’s authority, and the President 
delegated that function, so far as procurement is concerned, to the 
General Services Administration. 

Mr. Tuomas. From that sum you get from the Treasury you pay 
your operating expenses, too? Where is the justification for that? 

Mr. Larson. The justification is made to the Bureau of the Budget 
when they make the allocation. 

Mr. Tuomas. We want to take a look at that figure. 

Mr. Larson. I understand that the rubber program and other simi- 
lar programs of defense production will be explained and justified 
to the special subcommittee for hearing the request for the admin- 
istration of Public Law 774. 

Mr. Tuomas. You are sure it is in there? 

Mr. Larson. No; I do not know whether it is or not. I have not 
seen it. LT assume that is the point at which it will have to be justified. 
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Of course, our justification was to the Bureau of the Budget that mace 
us the allocation. You asked me what our duties would be there. 
Mr. Tuomas. Yes. 


ALUMINUM EXPANSION PROGRAM 


Mr. Larson. Another example, for instance, is the aluminum ex- 
pansion program. That program has been passed on to us for nego- 
tiating contracts for the expansion of the aluminum industry that has 
recently been spoken about in the press. 

Mr. Tuomas. Rubber, aluminum, and what else ? 


PURCHASE OF MACHINE TOOLS AND OPERATION OF TROOP CARRIERS 


Mr. Larson. We have been requested to negotiate the purchase of a 
reserve of machine tools running into millions of dollars, which we are 
currently carrying on. We are negotiating for the Department of 
Defense under Public Law 774 the acquistion, repair, and operation 
of a number of troop carriers, that function being a procurement 
function. 

Mr. THomas. You mean you are in the shipbuilding business ? 

Mr. Larson. No; rail troop carriers. 

Mr. Tuomas. Not water carriers? 

Mr. Larson. No; rail troop carriers. 


SPECIALLY BUILT HEAVY PRESSES FOR DEFENSE PROGRAM 


Another example is specially built heavy presses for the defense pro- 
J ‘ | 


gram. That program, involving $200 million, has been assigned to 
General Services for negotiation and for administration. In short, we 
have something just under $1 billion of defense activities for which we 
are responsible insofar as procurement is concerned. 

Mr. Tuomas. Did all of that $1,000,000 come straight from the 
Treasury, or how was it allocated to you? 

Mr. Larson. Funds for financing such programs are made avail- 
able in the form of borrowing authority, that 1s, authority to borrow 
from the Treasury. 

Mr. Tuomas. And the justification is supposed to come up in a 
supplemental that will be handled under the National Defense Pro- 
duction Act? 

Mr. Larson. Yes; I understand the justification is on the supple- 
mental appropriation request. 

Mr. Meptey. The justification is in respect to appropriated funds. 

Mr. Tuomas. Let the record show those four or five programs the 
Administrator just detailed will be justified at a subsequent date. 

Mr. Larson. May I add this by way of correction of what I have 
just said, particularly insofar as the rubber program is concerned‘ 

Mr. THomas. Yes. 

Mr. Larson. The cost of that operation is added onto the price for 
resale, and the cost of operation is paid for out of the revolving fund. 
Mr. Medley tells me. 

Mr. Tuomas. Out of that $150,000,000 or $180,000,000 set up in 
the Treasury ¢ 

Mr. Larson. Yes. The cost of operation is added to the resale 
price. 
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Prorosep PurcHASES OF PASSENGER Moror VEHICLES 


Mr. THomas. We will insert at this point the statement of proposed 
purchases of passenger motor vehicles, showing that you want 15 new 
ones to be bought from the “Operating expenses” and 4 new ones to 
be bought from the “Expenses, general supply fund,” all for trade-in 
purposes. You have old vehicles on hand in addition to these of 221 
which will give you a total of 240 automobiles, 171 of which are 
charged to “Operating expenses,” 33 to “Strategic and critical ma- 
terials,” and 32 under the “General supply fund.” 

(The matter above referred to is as follows:) 





Statement of proposed purchases of passenger mctor vehicles 
%: . SP a Se eae 


| New vehicled | Old vehicles 

| | to be purchases | to be exchanged Net Old ve 

| op 1952 1952 cost of | ‘yaue | op 

otal new ve-| licles | Total 

| vebieles) ena baer ey eens epee aees he © | still re- | vehicles 

|June 30, | Allow- . | main- |\June 30, 
| | | é | ing | Fr 

| 1951 | Num- | Gross | Num- | ance | pur- he seal 1952 

ber | cost | ber (esti- | chased | 2° US 

| mated) | 


Appropriation 


Operating expenses eee ae 5 |$21, 000 15 | $3,330 |$17, 670 156 
Strategic and critical materials. _._-__| 33 |.....- pees, CES —e | 33 
Expenses, general supply fund 32 | 4 B00 fois hss...) 6 OOD] 32 | 


MN i rceidts<ceind ncihetd | 236 19 | 26,600} 15 | 3,330 | 23,270 | 221 | 


\ | 1 


Executive DirecTion AND STAFF OPERATIONS 


Mr. Larson. May I make one statement about the executive di- 
rection and staff operation ¢ 

Mr. Tuomas. Yes, sir. 

Mr. Larson. The executive direction and staff operation under the 
“Operating expenses” appropriation as carried in this request for 
appropriation run, as indicated on this chart [pointing], 4.2 percent 
or 4.2 cents out of each dollar. I would like to say if the financial 
management, personnel, office services, and other functions that are 
included in that 4.2 cents were not there, they would have to be 
distributed to the Public Buildings, Archives and Records, and Fed- 
eral Supply Services. 


ExPENSES, GENERAL Supplty Funp 


Mr. Gore. Mr. Larson, on page 299 of the justifications you list an 
estimate of $149,000,000 anticipated income during the next fiscal year 
from store issues sales and direct delivery sales. One of the funda- 
mental purposes of the act under which you operate, as I understand 
it, is to bring about a more economical centralized purchase program 
for the Government. Will you give me a break-down as to what 
kind of materials you expect to sell, from which you anticipate an 
income of $149,000,000 ? 

Mr. Larson. May I ask Mr. Mack to give you the details on that? 


ISSUES FROM STORES 


Mr. Mack. As you will notice from the captions, there are two 
types of transactions. The first are issues from our stores. We have 
12 stores or stores warehouses. There are 10 regional warehouses, 

80203—51—pt. 2———-27 
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and there are two at district locations—Cleveland and Los Angeles. 

The stores issues are of comon-use items that are required by all 
Federal agencies in the localities where stores are located. We now 
carry a rbout 3,200 supply items in our stores. 

Mr. Gore. Available? 

Mr. Mack. Available for Federal agencies. 

Mr. Gore. Only ¢ 

Mr. Mack. That is correct. Those items cover a ‘ategory of tools 
and certain types of nonperishable foodstuffs, items of equipment, 
and so forth. 

Mr. Gort. What about light bulbs? 

Mr. Mack. Light bulbs we buy under a term contract, and they do 
not go through our stores except for small quantities carried on hand 
for emergency use in the event some agency wants a few bulbs in a 
hurry. 

Mr. Gore. Then, from your stores, you expect to furnish to the 
Federal agencies and be reimbursed therefor $88,000,000 ? 

Mr. Mack. That is correct. 


DIRECT DELIVERY SALES 


Mr. Gore. Then what do you mean by direct delivery sales? 

Mr. Mack. Direct delivery sales are purchases for agencies which 
go directly to the requisitioning agencies and do not go through our 
stores. For example, a part of those purchases are consolidated in 
motor vehicle equipment purchases. We get requirements from all 
of the agencies for all motor equipment every 2 months, and we make 
the purchases. Delieveries are made directly to the agencies according 
to their requisitions, of one, three, six, nine, or whatever the number 
may be. 

Mr. Gore. Suppose an agency declares they have a surplus of motor 
vehicles or light bulbs or typewriter ribbons: What do you do? 

Mr. Mack. That ties right in with our property utilization program. 
I would like to cover that very briefly. Our property utilization pro- 
gram, which is apart from our stores organization but is a part of the 
Federal Supply Service, provides for the listing of all surplus prop- 
erty or excess property which is reported to us by Federal agencies. 
We then circularize that information to other agencies. The objective, 
of course, is to avoid new purchases. That is one of the ways we can 
save money. 

Mr. Gore. Have you bought adhesive tape in the last year? 

Mr. Mack. I do not know offhand whether we have bought adhesive 

tape for stores. I will say this, that any surplus items or excess items 
or any of our stores items—— 

Mr. Gore. Have you bought any paint? 

Mr. Mack. We have bought paint ; yes. 

Mr. Gore. Have you bought automobile tires? 

Mr. Mack. Automobile tires are handled by term contracts, not 
through stores. Contracts are made for automobile tires. 

Mr. Gore. The question is have you bought automobile times. 

Mr. Mack. The agencies have against our term contracts, I am sure. 

Mr. Gorr. What do you mean by “agencies”? I thought you were 
the purchasing agency. 
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Mr. Mack. Well, we provide purchasing services through three 
general processes. The first is that we buy in bulk lots those items 
which are suitable for stores handling, and from our stores we dis- 
tribute in retail quantities to agencies that use such items. They are 
common-use items. 

Second, we buy for direct delivery those consolidated items such as 
I have explained, which would be equipment as automobiles and trucks 
for the Post Office and other Departments. 

The third category, which I think is the one you have in mind, is 
the making of term contracts by the Federal Supply Service known 
as Federal supply schedules. We make the contracts. ‘Those contracts 
are distributed to all of the using agencies, and the using agencies then 
place orders against our contracts for delivery directly to the user. 
That is the type of contract used for automobile tires. 

Mr. Gore. Let me understand. You take bids from certain tire 
companies. You select certain companies from which all Govern- 
ment tires will be purchased, and you supply the various agencies with 
a copy of that contract, and they order from the particular concern 
selected by you against the contract ? 

Mr. Mack. That is correct, with the exception of one point that I 
would like to clarify. We do not select a company, because the re- 
quirement for tires and tubes is so substantial that we look to all manu- 
facturers. I think we have on our tire contracts just about every 
manufacturer. There are 16 or 17. We have just about all of them. 


SAVINGS THROUGH GSA PROCUREMENT 


Mr. Gore. How does this procurement save money for the Govern- 
ment, then ¢ 

Mr. Mack. I am glad you asked that question. Taking each type of 
program, the first 1s stores issues. On stores issues, because of the 
fact that we buy in bulk those requirements which in the absence of 
the stores program the other agencies would have to buy in small 
quantities as needed, we are able to make savings through bulk pur- 
chases and pass along those savings to the agencies as they order 
against us in retail quantities. That is the stores program. 

Secondly, on consolidated purchases, through bringing together 
all requirements of all agencies for particular things, whatever the 
number of units may be, and consolidating those requirements, we 
are in a better buying position to get better purchasing advantages, 
and we can make savings in that fashion. 

Mr. Gore. In other words, a chain store with a big volume has more 
buying power than an independent grocery man. 

Mr. Mack. Exactly. You spoke of electric-light bulbs. We buy on 
term contract electric-light bulbs, and because of the volume of our 
purchases annually for all departments, including the military, the 
total is approximately $6 million, and we get the maximum discount, 
which is about 46 percent. The industry has a graduated discount 
based on volume of purchases. If, for example, the purchase is only 
$15,000, that would probably be a 33 percent discount. Because we 
have a Government-wide term contract, each of the requisitioning 
agencies, military and civilian alike, can buy any quantity they wish— 
that is, a very small quantity or a large quantity—but they still get 
the 46 percent discount. 
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Mr. Gore. Suppose orie agency has a surplus of light bulbs or ad- 
hesive tape or typewriter ribbons, but you nevertheless have a purchase 
contract against which other agencies buy the same items which you 
in turn are selling. You do not save 46 percent in that operation; do 
you? : 

Mr. Mack. Not if they order when they have an excess. However, 
let me take an illustration: On our stores items, if there are any excess 
stocks of those kinds of items we carry in the stores, that excess is re- 
ported to us, and we take over those excess stocks and bring them 
into our stores and distribute those items against new requirements of 
other agencies. So, in effect, we are using the excess of one agency to 
meet another agency’s requirements. ° 

Mr. Gore. If the agencies have authority to purchase against the 
over-all contracts, how would you accomplish that purpose ? 

Mr. Mack. On a term contract, that would have to be within the 
control of the agency. The only way we could control that would be 
to go into each agency and review every order that they intend to issue 
against the term contract. 

Mr. Gore. Then you do not have a central inventory to get away 
from the one thing that I, for one Member of Congress, had foremost 
in mind in the passage of this act, namely, the avoidance of this hetero- 
geneous, conglomerate organization of agencies that we had buying on 
the one hand at a high price and selling, or practically giving away, 
the same thing with the other hand at the same time. 

Mr. Larson. May I interject a comment there? We do have the 
authority to control that by a very practical means and the only 
feasible means. A central inventory, in my opinion, would be so 
cumbersome and so expensive that you would defeat the very purpose 
which you say you had in mind and which I am sure the rest of the 
Congress did. That practical means of control is inventory control. 

I just want to point out that we have issued inventory control regu- 
lations which we are in process of putting out, and a part of this ap- 
propriation which you are considering is to finance surveys to deter- 
mine on a continuous basis whether the agencies are living up to the 
regulations or not by maintaining their inventories at the lower levels 
we have specified in our regulations. That is the only way you can 
keep them from overbuying—by not permitting them to buy above a 
certain level. 


DIsPosAL AND PROCUREMENT OF SAME IreMs By AGENCIES 


Mr. Gore. Mr. Larson, on December 4 I asked you if you knew of 
any instances of agencies under your supervision which were buying 
that which they were selling, or selling that which they bought within 
a year’s time. 

‘Mr. Larson. And I told you that I did not know whether that 
information was available or not, but that I would furnish it to the 
extent that it was available. Examples of 50 or more of such cases 
might be where items which were in current procurement by one or 
more agencies had been declared surplus, but were in such condition 
that they could be used. Those are the items of which Mr. Mack 
spoke, that we take into our stores and redistribute if the quantity 
and the condition is such that we can redistribute them so that the 
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agencies can use them. Those are the examples I gave you. I saw 
the list after it was sent up to you, and I am sorry that it was not 
sent in more detail because I think that is what you wanted, but as to 
the detail which you want, and which we hope to furnish this com- 
mittee with, the other services will, I think, furnish you the over-all 
information that you are asking, Congressman. 

Mr. Gore. Well, it is not only information I am seeking, Mr. Lar- 
son. I am seeking in whatever way I can to bring an end to this 
terribly expensive business of buying with one hand while selling 
the same thing with the other. The Gov ernment recovers very little 
of the original cost by the time we add to it, or subtract from the 
amount received, the administrative cost. The surplus-disposal pro- 
gram is almost a liability instead of an asset. 

Mr. Larson. That certainly is what we are working toward, Mr. 
Gore, and we are working toward it vigorously, and I think IT can 
safely say—I can say that in my honest opinion that we have reduced 
to an almost irreducible minimum, or have almost reduced to an 
irreducible minimum the disposal of usable personal property owned 
by Government agencies that might otherwise be utilized by the 
Government. Now, how have we attained that? Well, we have 
done it with a lot of help from Congress and the public because the 
public has risen up in arms in the communities where what they ob- 
served to be good merchandise was being offered at salvage prices. 
Likewise Congress rose up in arms and we published a regul: ition 
which prohibited the disposal of any surplus at all until it had gone 
through a certain screening process. 

Now, Mr. Winckler described some of those here yesterday, insofar 
as this agency is concerned. The Department of ‘Defense, through 
the Munitions Board, is setting up its screening process. So I think 
now you will find that the only property that is currently being 
offered for sale as surplus is in the scrap and salvage category. 

Mr. Gore. Well, now, coming to something specific, this informa- 
tion which was furnished to me more than a month after I had re- 
quested it, shows that the Veterans’ Administration was selling index 
eards, file cards, paper, and typewriter ribbons, and at the same time 
some agency was buying those same items. 

Mr. Larson. No; you will notice this says: 
items of personal property on which holding agencies have requested clearance 
for disposal. 

That does not mean that clearance was given. 

Mr. Gore. Let me read the record. 

Mr. Larson. You lel me for some examples of cases, as I recall 
it, and I have not seen the record recently, sir, as it was never pub- 
lished. You asked me if I would furnish you some examples of cases 
where the Government was offering for disposal as surplus on the one 
hand items which they were acquiring on the other hand. 

Mr. Gorr. I will read the record. Question by Mr. Gore: 

In how many instances have you found that agencies under your supervision 
in this respect have been selling that which they were buying or which they 
did buy within a year’s time? 

Mr. Larson. I cannot give you that information because we do not keep 
statistics on that basis, but I will say to you we have found 


Mr. Gore. I am sure you would need a punch-card machine to keep up with it, 
but you might give us an idea as to how many. 
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Mr. Larson, We have found that situation existed. 

Mr. Gore. Can you give us an idea of how many instances? 

Mr. Larson. No. That has come to my personal attention in probably 50 
instances of items, not large items. Probably 50 instances. That is an estimate, 

By calling that to the attention of the agencies, we get a correction, and we 
get proper coordination, and we fulfill our duties under Public Law 152. 

Mr. Gore. Will you supply for the record those 50 instances? 

Here is an indication on the record as to where this is supplied, and 
here is what is supplied. So, you can see why I would naturally think 
that these 48 instances would be in reply to the interrogation in thie 
record. 

Mr. Larson. Well, as I understood you to read the record it was 
somewhat different than I had in mind. However, I think the princi- 
ple is the same, the principle you were driving at is the same. We 
were asked for clearance for disposal. The disposal would have been 
effected had we cleared it, and the situation to which you had here, 
and everyone else does, would have existed had we given clearance in 
these cases, so the principle is the same. 

Mr. Gore. I am going to place in the record at this point the infor- 
mation which you supplied to the committee and with which you have 


indicated your own dissatisfaction as to its noncompliance. 
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(The matter referred to is as follows:) 


Jtems of personal property on which holding agencies have requested clearance for 
disposal which have come to the attention bus this office 





Holding agency Type of property Condition | Location of property 








Navy Department_____.__._.--. Towing winches. __. | Usable __- Botting N. Y. 
Do. Adhesive (Paisley product)_| Unused___| 
Department or PONS... LY RR kd ls Usable. -_. Franklin, N.C, 
Navy Department TE Sc cticasnpeccxcanness| URE...) hey West, Fila. 
Do Diets sbaewaoweagee Wood doors. aN BS a eee Do. 
Coast Guard ...--.--.| Range lig | Used___...| Miami, Fla. 
Air Force Department Paint | Unused ---_| Brookley Air Force Base, 
| Ala 
Veterans’ Administration Light bulbs wee ee aes 
Atomic Energy Commission__ Nails ------|---do0.......| Oak Ridge, Tenn. 
Veterans’ Administration.______| Index cards, file cards ...|...d0__.....| Winston-Salem, N. 
D : Index cards, paper, type- |_..do____._.| Atlanta, Ga. 
writer ribbon. | 
LL... ee _.| Usable_.._.| Memphis, Tenn. 
Navy Department Screws Unused _._| New Orleans, La. 
Veterans’ Administration : i | Usable Temple, Tex. 
Do.. | Thread (cotton) | Unused -_-- Do. 
Ordnance DepartmentU. 8 .Army| Wire (transmission) |.--do_......| Houston, Tex. 
Public Health Service Hospital beds____._._.___- |__.do_......| New Orleans, La. 
De... wy Mae aa Sees _.do.......| Fort Worth, Tex. 
Navy Department. Lenses (plastic) |...do__._....| Corpus Christi, Tex. 
Do (ER eC EE & Me | Orange, Tex. 
Chemical Corps, U. S. Army___| Electrodes ae | Pine Bluff, Ark. 
Veterans’ Administration Mimeograph paper Ms ° | Little Rock, Ark. 
Navy Department... Carbon paper ---------- | ...---| California. 
Office of the Quartermaster | Towels.......____-___-____- oe: _...| Ogden, Utah. 
General. 
Navy Department EES SE aE ae, ee _....| New York, 
Agriculture Department (FS) _- i ft _.-.| Arkansas. 
Air Force Department i .---|---do......| Fort Bliss, Tex. 
Army Department. at i f15S Mees “do._....| Red River Arsenal, Tex. 
Veterans’ Administration. | eR | Little Rock, Ark. 
Navy Department. ae | Orange, Tex. 
Air Force Department ara Steel wire. | Wichita Falls, Tex 
Bureau of Reclamation | Miscellane ,ous building sup- | Use d and | Coulee Dam, W ash. 
| wunused., | 
|__ do._____| Sunnyside, Wash. 
do.__...| Yakima, Wash. 
| d _..do.._...| Idaho Falls, Idaho. 
___| Caterpillar parts _.__ | Unused.._| Anderson Dam, Idaho. 
Atomic Energy Commission._..| Miscellaneous building sup- | Used and | Richland, Wash. 
plies. | unused. 
Veterans’ Administration... ____| Stencil paper Unused.- Newark, N. J. 
Corps of Engineers. ___...___- Miscellaneous construction | Usable. __ .| Greenville, Miss. 
equipment. } 





Navy Department (USMC)___-| Miscellaneous electronic | Unused...| Cherry Point, N.C. 
equipment. | 
| Silk thread___- Se, See Do. 
Cargo parachutes__.........|...do.__...; Camp Lejeune, N. C. 


Veterans’ Administration .____.| Paint PERE _.| Memphis, Tenn. 
Navy Department. _- Kitchenware : New Orleans, La. 
Office of the Quartermaster | Shop mule tractors..........| Used and {Gaten, Utah, 
General. | | unused. |\Columbus, Ohio. 
Navy Department.____ | Rivets._....................]| Unused...| Portsmouth, Va. 
Turnbuckles __- do _..| Norfolk, Va. 
| Deck covering (liquid)____._|_..do ne ae Do. 


Mr. Gore. I am going to ask you to also indicate in the record and 
furnish the information in time for it to be printed in the record, if 
you possibly can, whether or not within the last 12 months these 48 
items that you have listed here have been bought and sold by the 
United States Government. 

Mr. Larson. Do you mean of the categories of items, or these specific 
items mentioned here? 

Mr. Gore. Well, I mean towing winches, adhesive tape, tires, paint, 
light bulbs, nails, index cards, file cards, paper, typewriter ribbon, 
furniture, screws, wire, hospital beds, dishes, lenses, mimeograph 
paper, carbon paper, and so forth, as set forth on these three pages. 
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Mr. Larson. Do you mean to run down these specific cases, or do 
you just want to know if the Government was actually buying ad- 
hesive tape, for instance, during the period whieh you have indicated / 

Mr. Gore. I want to know if any where, anyhow, in the last 12 months 
during which your agency has had supervision of this matter the 
United States Government has been buying any of these items any- 
Ww “me, while at the same time selling them anywhere. 

. Larson. Well, I do not think I can furnish you with that in- 
Penh a I could furnish you the information here which would be 
the only information I would have, and that is on cases where the 
General Services Administration was asked for authority to dispose of 
property, or asked for clearance to dispose of property under regula- 
tions, where it was considered to the best interest of the Government 
to bring the usable property into the custody of General Services. 

Mr. Gore. All right, I will ask you to make this in the form of a 

table. You have the first three columns here, “Type of property” 
for the heading of the first column; “C ondition of property” for the 
second column, and “Location of property” for the — and then 
make a fourth, “Date of request for clearance for disposal”; a fifth 
column, “Action,” by your agency, “in clearing or not clearing”; ; sixth, 
“Disposition of property” in question ; seventh, “What amount,” of 
that same property, “was purchased by the Government during the 
last 12 months” ; : eighth, “Quantity of item” ; ninth, “Ac ‘quisition cost 
of item”; tenth, “Quantity of acquisition”; eleventh, “Cost of items 
purchased.” 

Mr. Larson. We will make every effort to give you that informa- 
tion. 

Nore.—The General Services Administration has advised the committee that 
the information requested would be difficult if not impossible to secure and 
would not be available in time for publication. 

Mr. Puiuurrs. Mr. Gore, what agency is selling steel wire? 

Mr. Gore. According to this, the Ordnance Department. I notice 
the Atomic Energy Commission requests clearance for the disposition 
of nails. Next week we will be consideri ing an appropriation bill for 
more nails. 

Mr. Puiups. I just wondered if by any chance that was bailing 
wire. Since we have so much trouble getting it, I wondered who was 
selling it. 

GSA CONSERVATION ORDER NO. 2 


Mr. Mack. Congressman, I think you will be interested in action 
that has been taken by GSA along these lones. I believe the Adminis- 
trator touched on it generally. During September of last year GSA 
issued an order, Conservation Order “No. 2. In that conservation 
order which applies to Federal agencies, we required that the agencies 
between the time the order was issued and the end of this fiscal year 
reduce their inventories to 3 to 6 months depending upon the type of 
item, and whether it is fast moving or slow moving. I think that is 
going to be a very worth-while program because that is the way to get 
rid of these excess inventories. 

Mr. Gorr. Coming back to your comment, my remarks may have 
appeared to be a little acerbic.” ( ‘ertainly it is done with the purpose 
of trying to get something done rather than out of any desire to be 
unpleasant with you. 


— 
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It seems to me from your testimony that you have made considerable 
progress in the consolidation and coordination of purchases. 

It also seems to me that there is a vast area for improvement in 
securing inventory control and coordination. I believe the facts as 
set out in this table will indicate the need for close attention in that 
particular field. 

Mr. Mack. The two problems are very closely related. 

Mr. Anbrews. Off the record. 

(Discussion off the record. ) 


ACTION AGAINST AGENCIES FOR VIOLATION OF GSA INSTRUCTION 


Mr. Anprews. What action can you take against an agency head 
who violates your instructions about reducing his inventory or exceed- 
ing his inventory ¢ 

Mr. Larson. I have been considering that myself because I am just 
getting ready to have to do that. I can report to the President, under 
a working arrangement with the Bureau of the Budget, whereby 
funds will be frozen if the agency head refuses to comply. Then, of 
course, I will report to the Congress. 

Mr. Anprews. If you find a man who has greatly overstocked his in- 
ventory, he just lacks common sense ; does he not 4 

Mr. Larson. He lacks what ? 

Mr. Anprews. Common sense. 

Mr. Larson. In our opinion, that is true. However, let me point 
this out, and, perhaps, it is well that it go into the record. Because 
of the shortage of a great many items, it now appears that some of 
these people who were overstocked probably are now in a better posi- 
tion than if they had not been overstocked. However, that is the ex- 
ception to the rule. Circumstances have brought that about; but, in 
any event, with critical materials such as they are, and with our diree- 
tive from the President to conserve critical materials, we have to pull 
those out of inventories into our own inventory. With this accelerated 
supply-fund operation, we can do that and reimburse the agency for 
what we take away from it, and then we redistribute it so as to keep 
the different agencies on a more even level throughout the Government. 


CONTROL OF AGENCY INVENTORY LEVEL 


Mr. Anprews. I have been told that quite a few agencies are busier 
in May and June than in any other two months of the year trying to 
spend their appropriation. 

Mr. Larson. That has been an aged-old practice in the Government. 

Mr. Anprews. Does it still exist ? 

Mr. Larson. The tendency for it, because of our appropriation 
system, will continue to exist, and it can only be stamped out by close 
supervision and policing on the part of a central agency, such as GSA, 
and I think you will find a lessening of that during the past 2 years. 

Mr. Anprews. Tell us what you have done to try to stop it, Mr. 
Administrator ? 

Mr. Larson. The principal thing is to control inventory levels. In 
other words, if an agency 1s up to ‘its inventory level, they cannot go 
out and buy beyond ‘that’: ; and, if they maintain that level on an even 
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basis throughout the year, there is no incentive for them to buy beyond 
the end of the year. 

Another thing is by increasing the number of items available in our 
stores. If we have them on our shelves available for issue to the agen- 
cies there is no need for their acquiring them because they can get 
them at any time they want them, and we have them in our inventory. 
Sometimes there is the feeling that they will not be able to get them 
when they do want them, and that causes them to do excessive buying. 
I think that is eliminated with our expanding stores system. Mr. 
Forbes, the Deputy Administrator, might speak more to the point on 
that, and I think properly so. 

Mr. Anprews. Did you make any checks last July 1 and shortly 
thereafter of inventories of any agencies? 

Mr. Forses. Yes; we have been carrying on some surveys, but the 
point is this, Mr. Andrews: that under this conservation order we 
now have authority to go in and take over excess above these inventory 
levels established by our regulations, and we think that what we con- 
sider excess on hand in an agency above this year’s inventory levels 
should be used up by that agency, and the result of these regulations 
should be the cutting down of purchasing of new stock. In other 
words, nothing weal be gained by taking away from an agency the 
excess which they have on hand when the prices are rising, where if 
they had to go out and buy new stock they would have to pay 50 per- 
cent more for it. So, we have allowed the agencies to keep that excess 
and use it up, and our endeavors are directed toward the conservation 
of public funds through cutting down on the purchases of new stock. 

Mr. ANprews. What authority do you have to freeze any money 
that an agency might have with which to replenish their stock when 
you find that their inventory is above what it should be ? 

Mr. Forses. We do not have the authority, but as the Adminis- 
trator has said the Budget Bureau is still working with us. 

Mr. Anprews. Have you made any reports to the Bureau of the 
Budget or the President ? 

Mr. Larson. This survey program did not get under way until 
October. Our funds were not available until October for the present 
fiscal year. Those surveys are now under way and the first of them 
will be rolling in within the next couple of months. 

Mr. Anprews. You took over a warehouse out in Denver several 
years ago when this Agency was first organized that, as I recall, had 
thousands upon thousands of light bulbs in it, did you not? 

Mr. Larson. No, sir, we did not take over that warehouse. That 
warehouse was to supply the field offices of the agencies which were 
operating out there at that time, and I might say that since our survey 
of that agency, they have distributed their excess from that ware- 
house to other points of consumption, and they have leveled out their 
inventories in that respect. 

Mr. Anprews. Do you recall how many light bulbs they had in 
that warehouse at that time? 

Mr. Larson. I think the statistics that I gave to the committee, and 
I was criticized for having given them to the committee, because some 
of your colleagues in Congress told me that their constituents re- 
minded them that that was proof that everybody in the Government 
was an idiot. As I recall the statistics that I gave you they were based 
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on a 50 years’ supply based on the prior 6 months’ rate of consumption 
for those particular fluorescent tubes. 

Mr. Anprews. Did you get rid of all of those light bulbs? 

Mr. Larson. No; we did not, but we required them to distribute 
them among their warehouse operations. 

Mr. Anprews. Have you been buying light bulbs since the time you 
found that big supply out there? 

Mr. Larson. Those are fluorescent tubes which are usable only in 
certain fixtures. I think some of those that were in that particular 
warehouse were taken over by Public Buildings. I was in Denver 
recently, and I went around to that warehouse and found that that 
warehouse was down to the levels of the inventory we prescribed in 
our regulations on that particular item. That is limited to a 6-month 
supply. 

TOTAL APPROPRIATION REQUESTED FOR 1952 


Mr. Anprews. Now, your total request is for $156,826,000, is that 
right ? 

Mr. Larson. That is the total request for appropriation, yes, $114,- 
400,000 of which is for “Operating expenses.” 


POSSIBILITY OF REDUCTION OF REQUEST 


Mr. AnpDrews. I wonder if you could tell us where you could shave 
off 5, 10, 15, or 20 percent of that staggering amount ? 

Mr. Larson. Well, you could cut out any of these programs. You 
could cut out this whole stores program of $18,000,000, and let the 
agencies go back to the situation that Mr. Gore spoxt of as being not 
to the best interests of the taxpayer. 

Mr. Anprews. Let me ask you this question, can you tell us where 
you could shave off 10, 15, or 20 percent without crippling your work ¢ 

Mr. Larson. It depends on what you mean by crippling our work, 
Congressman Andrews. You know that it has been my policy to 
work with the Congress. 

After all, I think I have some appreciation of what you are up 
against by way of making appropriations. On the other hand, in my 
own particular instance, I am charged with carrying out certain re- 
sponsibilities under the law. I present you with a program here, 
and I think we can carry out those responsibilities, and I will say in 
all candor that I think this is the tightest budget I have brought up 
here because we know more about what we are doing, I think the 
information here in this budget is more complete than any presenta- 
tion I have ever seen since I have been with the Government. 

If the Congress decides that the country cannot afford it, then we 
will do the best we can. 

We are not here to choke this down your throats or to tell you you 
cannot cut anything off, and we will do our best with whatever amount 
the Congress decides to appropriate. I repeat, I can only say that 
it is an extremely tight budget. 

Mr. Anprews. You cannot tell us where you could eliminate up to 
10, 15, or 20 percent without disrupting your program or crippling 
your work ? 

Mr. Larson. No; not without taking away from the program and 
without making the program less effective. Ninety-six million of the 
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$114,400,000 is for rents, utilities, and other buildings management 
contracts and services for other Federal agencies which are at an 
irreducible minimum. This leaves only $18 million for all other 
activities required by Public Law 152, as amended, under this appro- 
priation. 
EMPLOYEES 


Mr. Anprews. Do you know of any office where you have too many 
employees? 

Mr. Larson. No, sir; because we have recently conducted a survey 
where we have eliminated employees. On the other hand, we have 
some expanding responsibilities because of the over-all increase, just 
like the rest of the Government. 

Mr. Anprews. You had 28,855 employees for 1951, did you not ? 

Mr. Larson. And then we have plan 18, and we have had plan 
20, and we have had Public Law 754, and all of those changes which 
have added to our responsibilities. So, the additional people that we 
were able to save and that we felt were excess at the time we made 
our survey have been required to build up this number in an expand- 
ing Government, and I think that would be true in any agency under 
the same circumstances. But you asked me where we could cut out 
and not cripple the program, and I say I cannot tell you where it could 
be cut and not reduce the effectiveness of the program. 


TOTAL POSITIONS, 1951 AND 1952 


Mr. ANprews. ‘You are requesting 30,708 positions for 1952 as 
against 28,855 for 1951. 

Mr. Larson. Well, whatever the figures show in the table in the 
back of the book. 

Mr. Tuomas. It might be added there too that 1,500 of them are for 
the expanded program under national defense. 


DISPOSITION OF SURPLUS PROPERTY 


Mr. Yates. Who has the task of disposing of material which is 
declared surplus by the Department of Defense ? 

Mr. Larson. If you mean personal property, the Department of 
Defense. 

Mr. Yates. You have no connection with the disposition of surplus 
of the Department of Defense ? 

Mr. Larson. No; we have no connection with it except the general 
responsibility for issuing regulations covering the manner in which 
it shall be disposed of. 

Mr. Yares. And the Department of Defense then disposes of it 
itself ? 

Mr. Larson. That is correct. 

Mr. Yates. When do you declare personal property surplus ? 

Mr. Larson. From the General Services Administration ¢ 

Mr. Yares. That is right. 
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Mr. Larson. We are bound by the same regulations that we issue 
for other agencies of the Government. It is first declared excess, and 
then it is screened against procurement programs in the Government 
as I have previously outlined here, and if there is no need for that 
property, if it cannot be used by any other agencies or transferred 
under that regulation at a reduced price. the formula of which is set 
up in the regulations they finally dispose of it by offering it for public 
sale. 

Mr. Yates. Do you also have the task of disposing of surplus prop- 
erty which is declared surplus by civilian agencies of the Government 
other than your own ? ; 

Mr. Larson. No; each agency disposes of its property which is 
declared surplus. F irst, it is declared excess by them, and it does not 
become surplus until it is declared surplus, after having gone through 
the clearance procedure. When it is declared surplus then that agency 
has the authority to dispose of it as surplus under our regulations 
which provide for publicly offering it for sale. In other words, we 
do not attempt to move surplus property into the central inventory as 
the expense of it would be far too great for that. 

Mr. Yates. Unless it is, of course, the type of item you would store ? 

Mr. Larson. If it is the type of item we wanted to bring into our 
stores and reissue it, then, we would. 


AGENCIES Composinc GSA 


Mr. Yares. I notice on page 20 of your justifications under the head- 
ing “Operating expenses” you have started what seems to be a com- 


parison of appropriations to Government agencies as they existed 
prior to the reorganization with the current appropriation. Has your 
Agency ever had occasion to carry that comparison out in full? For 
instance, how many Government agencies did you supersede, or how 
many were merged into the Gene1 “tl Services Administration ? 

Mr. Larson. About seven agencies and bureaus. 

Mr. Yates. I notice here that this says that there is a consolidation 
of 11 separate appropriations. 

Mr. Larson. Well, those were individual appropriation items and 
were consolidated in 1950. 

Mr. Yares. Rather than total appropriations for particular 
agencies ¢ 

Mr. Larson. Yes, sir, that is correct. Those are the appropriation 
items within our own agency. 

Mr. Yares. What were the seven agencies that were merged into 
the General Services Administration ¢ 

Mr. Larson. Public Roads, Public Buildings, Community Facili- 
ties, War Assets, Bureau of Federal Supply, National Archives, and 
Contract Settlement. 

Mr. Yarrs. When were they merged; within the last 3 years? 

Mr. Larson. On July 1, 1949. 
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CHANGES UNDER REORGANIZATION PLANS OF 1950 


Mr. Yates. Was there not another reorganization plan in 1950 
under which you took over some additional agencies? 

Mr. Larson. No. As a matter of fact, we have lost some of those 
agencies since that time. The reorganization plans of 1950 gave us 
functions of the same nature that we already had, and transferred 
other functions and agencies away from us. For instance, one was 
Public Roads which was transferred to the Commerce Department, 
and another was Community Facilities which was broken up and 
transferred to several departments. Under Plan 18 property man- 
agement and leasing operations of the civilian agencies of the Govern- 
ment and the administration of space requirements of the Govern- 
ment were transferred to GSA. Under Plan 20 we took over some 
minor functions from the State Department. 
~ Mr. Yates. The last full appropriation for the seven agencies which 
you took over was for the fiscal year 1950, then, was it not? 

Mr. Larson. That is correct. 

Mr. Yates. Would it be fair to compare the appropriations for the 
seven agencies for the year 1950 with your request for this year? 

Mr. Larson. No, I do not think it would be. For one thing, that 
includes a large appropriation for surplus property. 

Mr. Yates. When you say “that,” ek do you mean ? 


Mr. Larson. The appropriations for 1950. They included an 
appropriation for Public Roads, and it included an appropriation for 
“Community facilities.” However, it did not include — 


for leasing and buildings management under plan 18. Those are just 
some of the things, I think, that would not make it comparable. 

Mr. Yates. What I am getting at is this: your reorganization took 
place in accordance with recommendations of the Hoover Commission, 
is that correct? 

Mr. Larson. That is correct. 

Mr. Yates. Is your present set up operating with more economy 
than that one did? 

Mr. Larson. In my opinion, yes, Congressman. Of course, there 
have been a tremendous number of increases. There have been wage 
increases and others since that time, and dollarwise it is difficult to 
make a valid comparison and also it is difficult to make a comparison 
because the nature of the agency as it exists today is vastly different 
from that which existed on July 1, 1949, when the agency was created. 


INCREASE IN GSA EMPLOYMENT 


Mr. Yates. What about the question of the number of employees! 
You had 28,885 last year in your 1951 budget. Have you increased 
the number of employees over the number that were in the agencies 
that were taken over ? 

Mr. Larson. Have we what? 

Mr. Yates. Have you increased the number of employees of each of 
the agencies that you took over from the time you took them over! 

Mr. Larson. Yes. For instance, in Public Buildings Service there 
was added to Public Buildings Service all of the employees that 
came from the Post Office under plan 18. 
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Mr. Yarers. That is true, but have there been employees hired in 
addition to those which came over en masse / 

Mr. Larson. Generally speaking, no. On a comparable basis there 
was a variation between the cost of consolidation of staff functions. 

Mr. Yares. You mean at the top level? 

Mr. Larson. At the top level and all of the way down the line. 

Mr. Yates. You say you are operating much more economically. 
Can you give us any basis for that statement ? 

Mr. Forses. That is shown on pages 15 to 19, Congressman, in the 
justifications. 

Mr. Yates. They show savings that have been made. ‘The examples 
which are given there, however, do not necessarily show savings in 
numbers of personnel, for example, and things of that type. 

Mr. Larson. Well, you cannot do that, Congressman Yates, without 
going back and taking as a basis the personnel as it existed in each 
of the agencies that we took over and then carrying those through 
until today with the pluses and minuses. As I say, certain programs 
have gone out since then. For instance, the surplus property program 
was still quite heavy at the time we took it over. Now, that has run 
out. On the other hand, the public buildings operation has increased 
because of plan 18. 

Mr. Yates. What happened to the employees who were hired under 
Public Roads before you took them over under General Services? 

Mr. Larson. They came in as part of General Services. 

Mr. Yates. What happened to the employees in Surplus Property ? 

Mr. Larson. They were terminated. 

Mr. Yares. They were terminated ? 

Mr. Larson. Yes. 

Mr. Yates. In other words, you did not absorb the employees that 
were a part of that program ? 

Mr. _ pent We absorbed those that were engaged; but during that 
first year we terminated that program, and the first year of our opera- 
tion will show an over-all decrease in the number of employees. But 
now it comes back with an increase because of plan 18 and because of 
the transfers of employees from the Post Office and other agencies to 
Public Buildings. I cannot put my finger on it, but in last year’s 
hearings we went into that in some detail. 

Mr. Yares. In last year’s hearings ? 

Mr. Larson. Yes. On page 1759. 


PURCHASE OF AUTOMOBILE TIRES 


Mr. Yates. How many different types of automobile tires are pur- 
chased by the agencies ? 

Mr. Larson. I will have to refer that to Mr. Snyder or Mr. Mack. 

Mr. Snyper. We buy all types of tires for passenger cars, trucks, 
and for all vehicles which use rubber tires. 

Mr. Yates. Would it save any money if the Government bought a 
standard type of yoer vehicle rather than the numerous types 


that are being used for instance, insofar as the automobile tire-buying 
program is concerned ? ; 
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Mr. Snyper. In theory that would seem to be correct. At various 
times specifications for a standard Government vehicle have been ad- 
vocated. The discussions seem to indicate that it would so dislocate 
manufacturing processes that the cost might go higher. I do not be- 
lieve that the : adoption of a standard vehicle would have : any material 
bearing on the price of tires. 


Mr. Yares. Or on other parts that are necessary for an automobile? 
Mr. Snyper. No, sir. 


DISPOSAL OF SURPLUS PROPERTY 


Mr. Yares. Is your surplus property disposal all done under com- 
petitive bidding ¢ 

Mr. Larson. Yes; all of it is done under competitive bidding, unless 
there exists an option for purchase. 

Mr. Yares. But your personal property is all sold under competitive 
bidding ¢ 

Mr. Larson. That is correct. There are certain exc eptions per- 
mitted, such as, for instance, in case a warehouse has to be cleared, the 
property has to be cleared and there is not time to run advertisements 
or do advertising for public bidding then, in small quantities it can 
be negotiated for. Certain serap and salvage categories of property 
can also be negotiated for sale. 


Peusure Burtpines SERVICE 
SELECTION OF OFFICE SPACE FOR AGENCIES 


Mr. Yates. Do you have any discretion in the selection of office 
space when you get a request from an agency for additional space? 

Mr. Larson. You mean as to the types of space / 

Mr. Yates. Yes. 

Mr. Larson. Yes, we do. We require an agency to justify the type 
of space it has requested. If it cannot justify it, we will put them in 
the space which can be obtained for the least amount of money. I 
might say that we are having considerable difficulty in getting space 
at the present time, however, because of the tremendous shortage 
sa ting ape the country, and we have to take what we can get. 

. Yates. Do you take what you can get, or do you try to get 
the ae favorable neighborhood? For instance, I know in Chicago 
you have planned to take over part of the municipal pier for some 
agency, Which one, I do not remember. 

Mr. Larson. No: there is no plan to take over any part of: the 
municipal pier by this Administration. 

I explored the possibility of consolidating certain of our space at 
the municipal pier in Chigaco week before last, and the plan was 
dropped for several reasons. One was that it was completely out of 
line with comparable space that could be obtained elsewhere, even 
though it was in smaller blocks. 

Mr. Yates. I have noticed that most of your agencies in the city of 
Chaicago—and I assume that is true of other metropolitan communi- 
ties—are in the loop areas or adjacent to the loop areas. Is there any 
need for that to be done? Can you not go to the outlying areas where 
the prices are cheaper? 
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Mr. Larson. Mr. Reynolds can speak to that better than I, but I 
would say this, prefacing any remarks he would like to make in 
response to your query: I just came back from Chicago the week 
before last, and spent most of the week on the space situation there. 
What you say is generally correct. However, there is a lot of space 
occupied by Government agencies in the loop area and adjacent areas 
now that has been occupied for a number of years. At the time 
of its original occupancy the space was available and begging, so to 
speak. ‘The agency has stayed there, and the situation which you 
speak of has grown up. 

May I say this one thing further: Space in the outlying areas is 
just about as tight in the Chicago area as it is in the loop, in my 
opinion. Mr. Reynolds? 

Mr. Reynotps. Generally speaking a great number of the agencies 
that operate in Chicago are there because of business in Chicago and 
the adjoining States, and require a great deal of public contact. We 
have attempted insofar as we can to put people into less expensive 
space in the periphery of the central downtown areas of all these cities, 
if it is available. 

The question of Space at the present time is almost academic. You 
take what you can get; that is it. We have been searching in Chicago 
now for a long time to develop some space out there, and we cannot 
find it anywhere. 


SPACE FOR VOICE OF AMERICA IN NEW YORK 


Mr. Yares. I have received several letters about a New York opera- 
tion for the Voice of America, from a number of furniture people. 
What is proposed there / 

Mr. Reynoups. The situation in New York is this: Some months 
ago we were asked by the State Department to provide space for them 
for the Voice of America in the city of New York. They have been 
operating up there in New York under very adverse conditions. 

It was concluded if possible they should purchase a building. That 
was taken before the committee of Congress handling State Depart- 
ment affairs. 

We searched all the buildings that we could find in New York 
within the designated area in which they said they had to locate. 
They get a tremendous amount of free time from personnel in the 
entertainment field who work in the studios, broadcasting stations, 
and so forth. In order to get that free time the distance from their 
present location to a location for the Voice of America must be kept 
toa minimum. 

Our first request for space was within a rather restricted area. 
Later it was expanded. We were able to find space in lower Man- 
hattan in a building, but the State Department felt it was too far 
away, and the committee of the Congress, Mr. Rooney as chairman, 
has agreed with that conclusion. 

Recently we have been studying the possibility of taking over the 
Furniture Mart in New York. That property is owned cooperatively 
by 250 different associations and corporations, not all of whom are 
manufacturers, but some of whom are sales concerns and similar 
establishments. There are approximately 1,000 exhibitors. Twice a 
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year they run a big show, similar to the one in the Furniture Mart 
in Chicago. The Furniture Mart in Chicago is the largest of the 
four, and the two others are at High Point, N. C., and San Francisco, 
Calif. 

We are now studying other possible locations in the city of New 
York. Unfortunately, everywhere you go in the city of New York 
you find the buildings occupied within the area they indicate, from 
about Thirtieth Street up to about Sixtieth. Any building you take 
over will dispossess a great number of people. There is one we are 
working on now that is entirely filled by a large group of people, who 
are involved almost entirely in the printing business. They would 
have difficulty finding a place to go. 

We just do not know what the solution to that situation is in New 
York, but we are giving it very careful study and have not made a 
final conclusion. 

Mr. Yares. You have not made a final decision with respect to the 
furniture mart as yet? 

Mr. Reynoxps. That is correct. 


SAVINGS ON TRAFFIC CHARGES 


Mr. Yares. With respect to this item of “Savings on traffic charges,” 
I remember that on direct testimony it was stated that the agencies 
involved had requested a check of the freight rates. Do you make 
no inquiries except when an agency asks you to do so? 

Mr. Fores. Congressman, the testimony.of Mr. Hayghe on that 
point was not that it was the agency that made the request, as I recall 


it, but rather our regional office in connection with that Alaska 
Railroad steam-rail movement. 

Mr. Yates. There were two involved. There was rails and another 
item. 

Mr. Anprews. Census? 

Mr. Yates. Yes. 

Mr. Forses. As I recall it, in that case it was on our own initiative 
that special section 22 rate was secured. Likewise, on all forms of 
records, the form of Government records, on shipments from one place 
to another, a special rate was secured on our own initiative. 

Mr. Yares. What do you do with respect to the freight rates of 
agencies that do a lot of purchasing apart from the Department of 
Defense, such asthe NACA? Do you check their freight rates? 

Mr. Mack. The answer to your question, Congressman, is this: Most 
of these savings are the result of work initiated by our own Tratflic 
Management Division. I think Mr. Hayghe can probably give you 
some of the kinds of situations that they initiate themselves to result in 
savings. 

Mr. Yates. What do you do with an agency like the NACA? Do 
you look at their freight rates at all? 

’ Mr. Hayeur. We develop rates for them at their request. We have 
not had the facilities to go out into the agencies to develop the need 
for that work. 

Mr. Yates. In other words, if the agency does not request your help 
you do not check at all? 
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Mr. Hayene. Up to now we have not, but that is what we are asking 
for, the opportunity for the establishment of field staffs to make direct 
personal contact with the shipping facilities of all agencies throughout 
the country to determine how to prevent the recurrence of these faults 
that we have developed, by a working arrangement with the Comp- 
troller General. 

Here is a breakdown of an examination made of several thousand 
transportation bills, showing, as we said yesterday, 14 common ship- 
ping faults. If you would like to have this I would be glad to leave 
it with you. It is an extra copy. 

Mr. Yates. I would like to see it. 

Mr. Hayeue. That is just one of the means of developing the proper 
arrangements. Errors have been made in actual shipments and will 
recur, we feel certain, unless some steps are taken to properly instruct 
the shipping personnel. 

Mr. Yates. Have the railroads been informed of the common errors 
that you have found 4 

Mr. Hayeur. We have not taken any steps to inform them. 

Mr. Yates. Do you not think it would be wise to show them the 
discrepancies in order to effect savings, or are your studies not com- 
plete yet ? 

Mr. Hayane. The studies are not completed. These are the results 
of our first examination. 

Mr. Forses. The errors are made by the shippers. 

Mr. Yates. Of the Government itself? 

Mr. HayGur. Yes. 

Mr. Yares. They are not using the best shipping methods? 

Mr. Forses. Nor the proper classifications, and so forth. 

Mr. Hayeue. On the front sheet we describe briefly what those 
errors consist of. By the end of this year we will have developed for 
some 20 or 30 agencies of government some 60,000 or 70,000 rate items, 
tariff items. They are, however, as a result of direct requests from the 
agencies themselves. I do not know what use they make of them. 
They may use them in their own administrative audit of bills, or the 
evaluation of bids. We do not know for what purpose they ask for 
them. 

SURPLUS ITEMS FURNISHED EDUCATIONAL INSTITUTIONS 


Mr. Yates. Mr. Larson, is there a special program for the furnish- 
ing of surplus items to educational institutions 

Mr. Larson, That program is under the Federal Security Agency. 
We have to do the initial screening to determine whether it is needed 
by the Government. 

Mr. Yates. I have heard that there were educational institutions 
which received screws and parts and equipment in connection with 
their educational programs. I had understood that this was surplus. 
Do you have any part of that program at all / 

Mr. Larson. How recently was this? 

Mr. Yares- I heard about it 2 weeks ago. I was told that the agen- 
cies were given this material free, and when they found they could 
not use it they went out and sold it. 

Mr. Larson. There were certain items in the surplus disposal pro- 
gram that were made available to educational institutions. There were 
certain technical items, like electronics and so forth, for which there 
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was no need in the Government at that time. In order to clear in- 
ventories, the schools aand colleges were encouraged to come in and 
take those items that were determined to be in those ¢ “ategories. They 
took those under a certificate that they would not be resold, but 
would be used for educational purposes. 

Now, since that time a great many requests have been received for 
ther resale of this equipment, because the program was dropped. Those 
requests are now serviced by the Federal Security Agency. The G1 
educational program is being curtailed, and so forth. These requests 
have been serviced. They are treated just like a declaration of sur- 
plus or a declaration of excess in the Government. 

Mr. Yares. Where does the Federal Security Agency get those 
items / 

Mr. Larson. They had already been donated in a previous pro- 
gram. 

Mr. Yares. Is. that program discontinued now ¢ 

Mr. Larson, No. The machinery is still set up, but there is not as 
much donable property going out at this time. 

Mr. Yares. In other words, there are no declarations of surplus 
going into that program at the present time ¢ 

Mr. Larson. There is some, but it would be in the se ‘ap, salvage, 
and used category. 

Mr. Yares. Would that not come through your agency first, before 
it went to the Federal Security Agency ¢ 

Mr. Larson. Yes: it would have to be cleared by our agency as being 
the type of property that could be donated. 


ADDITION TO POST OFFICE, CHICAGO, ILL. 


Mr. Yarrs. With respect to this addition to the post office in Chi- 
cago which was submitted to the Congress in House Document No. 66, 
are you ready to go onto construction of that as soon as the allocation 
is approved ¢ 

Mr. Reynotps. What we want to do is not to construct but to pur- 
chase the G. M. & O. property. They have rather extensive ware- 
houses and an office building. 

Mr. Yarrs. Are the plans drawn / 

Mr. ReyNnotps. Those buildings are actually built. The post office 
is under a lease with the G. M. & O. Here we are asking some funds 
in this appropriation which will include putting in some conveyors 
and things of that sort, to connect it with the main post office. The 
thing that makes it acute at this time is the Congress Street Highway 
going through the post office, which cuts off the ramps that would 
lead into the present Congress Street. 

Mr. Yarrs. Has it reached the point where you could construct if 
the appropriation were approved ¢ 

Mr. Reynotps. We can go ahead with improving these buildings 
and connecting them up with the main post office. We want to run 
some conveyors either under or over. We have not decided which. 
We want to tie them in with the present conveyor system in the present 
post office. 
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Mr. Tuomas. At this point in the record, Mr. Yates, you might 
insert some of this material. This calls for an appropriation of 
$8,768,000, and is broken down between purchase and alterations. 

Mr. Yates. We will insert in the record at this point the table ap- 
pearing on page 4 of the justifications, to show the need for the expan- 
sion of the property in the city of Chicago, and the summary of cost. 

(The document is as follows :) 


Upon acquisition of the property, it is proposed to proceed immediately with 
the expansion of present postal facilities. This will necessitate an extensive 
conversion program to integrate the new property with the existing post office. 

In order to convert the new property and to expand facilities for the present 
post office, the following alterations and improvements are proposed for 
accomplishment ; 

Amount 

. Platform under River Drive for loading and unloading mail cars__ $187, 000 
2. Tunnel and ramp from the basement of present post office Asddties 

south of Harrison Street cartes 170, 000 
3. Filling in between platforms on the track level and e enc closing area_ 175, 000 

. Widening middle platform. pect e Nes 7, 400 

I cS sae Nae ae ee 102, 000 

i}. Installation of two additional elevators_____-~ z T5, OOO 

. Construction of ramps, conveyors and mail chutes from ‘post office e 

building to Gulf, Mobile & Ohio building__ Dee rte a BS ELE 239, 000 

. Widening of roadways and approaches___________ x _. 3884, 000 

% Alterations and renovations to existing struc tures on “Gulf, Mo- 

bile & Ohio site, construction of additional ramps, heating facili- 

ties, ete Revie sae : 381, 900 
. Construction i i 150, 000 


1, 871, 000 


costs incident to acquisition 


Total 


An amount of $344,169 will be required to cover 


of the site and improvements, drawings and specifications, technical supervision, 
and miscellaneous expenses. 


Summary of cost 


(a) Acceptance of proposal from Gulf, Mobile & Ohio Railroad for 

land and improvements_ a bahia ioc Resor es bt incginimcss Oe 
(b) Alterations and renovations for integ! ration of “Guilt, Mobile & 

Ohio and post office properties 1, 871, 300 
(€) Technical and miscellaneous expenses____-—- cs Reo 344, 169 

~ 8, 768, 000 

The program for 1951 contemplates the acquisition of land and improvements, 
the preparation of plans and specifications, and the initiation of the program of 
alterations, renovations, ete. The program for 1952 contemplates the completion 
of the alterations and renovations. 

It is recommended that the sum of $8,768,000 be provided for this project 
to enable the General Services Administration to comply with the request of 
the Post Office Department for the alleviation of the critical postal problem in 
Chicago. 


AMOUNT OF GOVERN MENT SPACE IN DISTRICT OF COLUMBIA 


Mr. Corron. I was interested and impressed by the figures on page 
54 of the justifications on the total square feet of Government-owned 
and Government-leased floor space. That is a total of 43,201,099, 
Does that represent the total of the floor space occupied by Govern- 
ment activities in the country ? 

Mr. Larson. No, only that managed by GSA in the District of 
Columbia. 
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Mr. Corron. Does that include in the District of Columbia all of 
the floor space occupied by the defense organizations? 

Mr. Larson. It includes all administrative space that we manage 
which is occupied by the defense agencies. It does not include the 
navy yard and installations like that. 

Mr. Corron. It includes the Pentagon ? 

Mr. Larson. Yes, sir. 

Mr. Corron. 41,080,000 of this space was in use before the Korean 
emergency. 

Mr. Larson. No; that is not exactly correct, Mr. Cotton. The 
General Accounting Office and the Federal Courts Building, which are 
now just approaching completion, could not be included. I think the 
39 million figure above that would be more appropriate. 

Mr. Corton, The floor space occupied by the Government activities 
in the District of Columbia alone is now that 43 million square-foot 
figure? 

Mr. Larson. Yes; that is correct. 

Mr. Corron. And in the vicinity of the District ? 

Mr. Larson. That is correct. Mr. Peters is here. I know you want 
an accurate picture of that. For instance, that does not include the 
Central Post Office, does it, Mr. Peters ¢ 

Mr. Perens. No, sir. 

Mr. Larson. It does not include the Treasury Department buildings 
that are operated separately / 

Mr. Corron. I was rather interested in the fact that that represents 
a little better than 1 foot for every four people in the population of the 
country today. It is only a fraction of the floor space occupied by 
Government activities. It is growing constantly, is it not? 

Mr. Larson. Well, our requests for space, of course, declined at the 
close of World War II. A great deal of rented space was then given 
up in the District of Columbia and elsewhere. However, since the 
Korean situation, the requirements for space have grown steadily. 


GSA SURVEY OF SPACE OFFERED FOR GOVERN MENT LEASE 


Mr. Corton. Mr. Coudert and I were both interested in the question 
that Mr. Yates raised this morning. It is now reaching the place 
where, in the instance at least of this Furniture Exchange Building of 
New York, the Government is trying to take away essential space that 
is pretty much in demand by private enterprise. 

Mr. Larson. That is true, Mr. Cotton. These programs are growing 
to the point where the space requirements are crowding us to fulfill 
them. We find we cannot fulfill them without condemnation. That 
is true largely because of the rapid growth of the domestic economy 
following the war and the utilization of space throughout the country. 

We conducted, as an example, a survey recently of the administra- 
tive space in every city in America of 100,000 population or greater. 
What were the results of that survey, Mr. Hunter? I think they 
would be interesting. 

Mr. Hunter. As I recall it, in the neighborhood of about 3,000,000 
square feet of available space, scattered in little blocks all over the 
country. 

Mr. Larson. There was none as big as 100,000 square feet in a 
block. That survey, compared with a similar survey you made in 
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1942, showed that approximately 40 percent of the available space 
could be acquired by the Government, compared to about 12 percent 
now. 

Mr. Hunter. Yes; in 1942 we had complete buildings offered to us. 
No such situation prevails today. 

Mr. Puiiiies, Are you talking about a special locality or anywhere? 

Mr. Hunrer. Nation-wide. 

Mr. Tuomas. Mr. Cotton, may I interrupt ? 

Mr. Corron. Certainly. 

Mr. Tuomas. I think it would be helpful for the record at this 
point to include that recent survey and the comparable survey made 
in 1942. 

Mr. Hunter. Thank you. 

Mr. Larson. That will indicate clearly how tight the space is 
throughout America. 

(The information is as follows :) 


Comparison of Office Space Surveys of 1942 and 1951 for Possible Leasing by 
5 United States 
Office space available: Square feet 
1942: Space offered to Government 24, 500, 000 
1951: Space located by Government search 
Other than office space possible convertible to office uses: 

1942: No such consideration was required because there was other office 
space, also offered, that could have been had if it was needed. However, 
information was available concerning the availability of an additional 
13,800,000 square feet of office space. 

1951: Intensive search by Government uncovered 29,400,000 square feet of 
warehouse, garage, and factory space that may be converted, in part, 
at great cost to provide mediocre to poor accommodation. 

Confirmation of office space figures: National averages of office building vacancy 
in principal cities, compiled by real Estate Analyst, reveals that vacancy 


percentages in office buildings were— Percent vacancy 


JOVERNMENT SPACE OUTSIDE DISTRICT OF COLUMBIA 


Mr. Corron. Have you any approximate figures in mind as to the 
amount of Government-owned and Government-leased space outside 
of Washington and its immediate environs throughout the country ? 

Mr. Larson. That is on page 67, I believe. This is space that is 
managed by the General Services Administration, Public Buildings 
Service. 

Mr. Corron. That is 58,877,900? 

Mr. Larson. Yes. 

Mr. Corron. That does not include by any means all of the space 
being used by Government activities out in the field? 

Mr. Hunver. It does not include any post office space operated by 
the post office, for instance, and no special-facilities buildings of the 
departments. It is only the space under the jurisdiction of the Public 
Buildings Service of the General Services Administration. 

Mr. Larson. Neither does it include the space acquired for the 
emergency agencies outside the District of Columbia recently, the 
example of which I gave this morning, in the price-control offices 
that have recently been set up throughout the country. 
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Mr. Corron. It does not include space used by the Defense Depart- 
ment itself ? 

Mr. Larson. It includes some Defense Department space, where 
there is administrative space under the control of GSA, not located 
on a Government reservation, post, camp, or station. 


CONTROL OF AGENCY INVENTORIES 


_ Mr. Corron. When you were testifying about your control of the 
inventories of the agencies, do I understand that you have authority 
to control the inventories but you do not have authority to prevent 
agencies from making purchases? That is, you come in once a year 
and say, “Your inventory is too large,” but can you actually prevent 
their making the purchases ? ’ 

Mr. Larson. Only by reporting to the Bureau of the Budget and 
the Bureau of the Budget withholding funds. 


DISPERSAL OF PURCHASING ACTIVITIES 


Mr. Corron. Early in the hearings yesterday morning I understood 
You to say something to the effect that one advantage of and one 
reason for dispersing some of your force in the field, building up the 
field organization in the matter of Government purchasing, was the 
advantage that would accrue to small business. 

Mr. Larson. That is correct. 

Mr. Corron. During the testimony today it has seemed to me that 
the tenor of it was to the effect that the only possibility of making 
substantial savings in the Government agencies and clearing up the 
situation was by concentrating and buying in huge bulk and then 
distributing it to the agencies. Do not those two policies clash some- 
what ¢ 

Mr. Larson. Yes; they do, Mr. Cotton. I think if, you will analyze 
what was said or what may not have been said, we propose to procure 
in the regions and are procuring in the regions to a certain extent. 
That is only in such quantities that we can do so economically. That 
covers a great many of our items. 

When vou reach carload lots, for instance, in furniture, you have 
just about reached the irreducible minimum. You get about all the 
discount you can get then. If you consume only a carload lot of fur- 
niture, as an example, in the Kansas City region, then you can buy 
that carload lot of furniture in Kansas City, or in the Kansas City 
office, without further consolidation, and just about get the best price 
the Government can get. 

Going beyond that would not give you any better price advantage. 
However, there are items like antifreezers, for instance, where by let- 
ting one contract for the entire Government you make a tremendous 
saving, in which case that is procured in bulk. Mr. Mack and Mr. 
Snyder are more versed than IT am in that, and they can add to that 
statement if thev care to. 

Mr. Mack. That is a good illustration, which the Administrator 
just gave. In other words, we buy the quantity that would give us 
the price advantage. The distribution of our purchasers is made to 
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the locality according to the needs of the locality that will justify 
price advantages. 

Mr. Corron. If you had delivery made in Kansas City or elsewhere 
by carload lots you would still have to split them up and distribute 
them. 

Mr. Mack. That is right. Usually the saving by reason of buying 
at a quantity will give a price advantage greater than the cost of the 
distribution in retail lots. A comparison would be the price per unit 
versus the price per carload, for example. 

Mr. Corron. I did not intend to get into so many details, and my 
point was this: The picture that Mr. Larson seemed to have in mind 
yesterday was that if the purchasing personnel were distributed in 
the field and the purchases made in the field they would be easily acces- 
sible to small business, for them to come in and bid and negotiate with- 
out coming to Washington, and it would be a benefit to small busi- 
ness. It seems to me that regardless of all of these matters you have 
just mentioned now we cannot have our cake and eat it, too. If we 
are going to cater to small business by going to the expense of dis- 
tributing personnel in the field, on a program of buying in the field 
rather than a central buying program in large quantities on favor- 
able terms, that is bound to make the cost of the Government higher, 
and will reflect itself in that way. Is that a fair statement / 

Mr. Mack. Well, I think this might be an explanation: The decen- 
tralization of purchasing would, of course, be consistent with the 
volume of purchasing at the present time locally. In other words, 
if the price break on a commodity is at a carload, and if there is a 
carload requirement for each region, then, of course, the purchasing 
could be done to just as much advantage in each of the regions, be- 
cause the quantity that gives you the price break could be handled 
locally. That is different from buying, for example, 10 carloads at one 
place. 

Mr. Corron. Could you not buy 10 carloads somewhat cheaper at one 
place, and have them delivered to 10 points, rather than to buy 10 
lots of 1 carload each from 10 different dealers in 10 different places? 

Mr. Mack. Of course, the price advantage varies with the commodi- 
ties. If you get the maximum price advantage at a carload quantity, 
for example, then it is to our advantage to buy locally to avoid that 
extra transportation cost of shipping all over the country which would 
be the case if we bought at one place and distributed to our 12 ware- 
houses. 

Mr. Larson. Going back to your original statement, you said, “Is 
that a fair assumption?” My answer would be “Yes, that is a fair 
assumption,” and the over-all cost of the Government would suffer 
unless we exercised judgment in the selection of the items which can 
be purchased, as Mr. Mack has just explained, equally as economically 
in the region. 

Mr. Snyper. Mr. Cotton, I might illustrate that by pointing out 
that we buy lamp bulbs, for example, from the manufacturer by reason 
of the large volume. We make a maximum savings by buying in bulk 
from the manufacturer, rather than the distributor. 

In buying furniture, if we make a national contract the requirement 
would be so large that no one manufacturer would be able to take 
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care of the Government’s needs. Therefore, we contract in the areas 
of production and marketing and split up the contract to the logical 
marketing areas. 

When we are buying items like storage batteries, paint, or other like 
commodities which are produced locally, local Sethian is possible be- 
cause of the wide distribution of the manufacturing plants for those 
commodities. 

Then, there are the regional purchases which are sometimes con- 
solidated in terms of States, local purchases, which are city and county, 
and the national purchases. 

In purchasing a commodity you normally get the best prices from 
a manufacturer. Obviously it is to the Government’s advantage to 
make a contract for national requirements with the manufacturer. 
Where we are contracting for an item like furniture, and there are 
manufcturers on the west coast, obviously it is cheaper to let the con- 
tract on the west coast for the west-coast requirements, with a short 
freight haul ascompared to having a contract on a national basis prob- 
ably involving a transcontinental freight haul. 

We feel that the decentralization will not only eliminate some of 
the transportation cost, but it will give an opportunity to those manu- 
facturers and dealers who are far removed from Washington to bid 
on the Government’s requirements who otherwise would not be in a 
position to do so by reason of their lack of knowledge of how the Goy- 
ernment does business, which is facilitated by our regional offices. 

Mr. Puiiirs. If the people on the west coast had not bought through 
your central supply store or central supply buying plant for delivery 
on the west coast then they would have to buy through the distributor. 


You say the west-coast manufacturer has an opportunity to get in on 
business which he might not otherwise have had. However, if you 
had not had anything to do with it the people on the west coast prob- 
ably would have bought from the manufacturers through their local 
dealers. 

Mr. Snyper. In retail quantities that is correct. 


PURCHASES, DISCOUNTS, AND EMPLOYMENT FOR VARIOUS ITEMS HANDLED 
BY GSA 


Mr. Puiturrs. Take four or five commodities, to get a range. Take 
tires if you want. Wecan take furniture, which you are talking about. 
We can take lamp globes, which you mentioned a moment ago. Give 
me something else. 

Mr. Yarers. Adhesive tape. 

Mr. Priciirs. All right. Take adhesive tape. That is a good 
example. 

Put down for me or furnish for the record the amount you buy of 
each one of those items, or have bought within the past year. Do you 
have it there? 

Mr. Snyprr. No, sir; I do not. 

Mr. Prociirs. Put down the discount that you received on those 
items, and also the number of people in Government employ who have 
had something to do with the purchase and delivery of those items. 
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(The information is as follows :) 


Purchases, discounts, and employment for selected classes of items handled through 
General Services Administration stores 





Purchases, 
fiscal year 


" 


Discounts | 
from list 


Number 
of em- 
ployees ! 





Furniture 
Electric lamp bulbs (fluorescent and incandescent) 
Surgical adhesive plaster 


$3, 469, 000 
133, 000 
18, 000 





prices | 


Percent 
40-50 
46 
255 


112 
4 
@) 








1 Inasmuch as the stores stock is composed of several thousand items, it is not possible to relate specific 
items to individual employees. The number of employees shown were determined by dividing the total 
volume of all stores items handled in fiscal year 1950 into the volume of the listed items in the same period 
and applying the resulting percentage to the total number of employees engaged in the purchase, storage, 
and delivery of all stores items. 

2 Below commercial wholesalers’ selling price. 

3 Less than 1, 


Mr. Puiuirs. You have testified before this committee that you 
do not buy little commodities like pencils and erasers, and I imagine 
carbon paper and things like that ; 1s that right? 

Mr. Snyper. No, sir. We do buy those items. We buy those in 
bulk and distribute them at retail. 

Mr. Puittirs. You testified before this committee last year that 
there was a range of small commodities there where you found it 
better not to. Perhaps you buy them and another department stocks 
them; is that right? 

Mr. Snyper. We buy them, stock them, and distribute them to the 
user. 

Mr. Putts. Pencils? 

Mr. Snyper. Yes, sir. 

Mr. Puruutrs. Erasers? 

Mr. Snyper. Yes, sir. 

Mr. Puitutrs. Small items? 

Mr. Snyper. Yes, sir. 

Mr. Mack. We have some illustrations here, Congressman, that you 
might be interested to know about, by specific commodity. 


SAVINGS THROUGH MASS PURCHASES 


Mr. Snyper. The following are illustrations of purchases made 
and distributed through the stores system, showing a comparison of 
the retail price with the stores issue price: 

For cotton sheets our price is $1.80 each, and the retail price is 
$2.69 each. That is a saving of 33 percent. 

Mr. Puuuirs. Wait a minute. That is just the actual cost saving. 
What we also want to know is how much it costs the Government to 
handle these things. 

Mr. Snyper. This is the price laid down in the hands of the local 
consumer, all transportation from the manufacturer, handling cost, 
depreciation, and everything considered. 

Mr. Larson. That is reflected, Mr. Phillips, in our overhead and 
general supply fund, which, as I stated before, as shown by the chart 
yesterday, runs approximately 15 percent. 
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Mr. Mack. In other words, the prices which we are quoting here 
include two factors. One is the cost of the goods plus the cost of 
handling and personnel expenses and so forth. Our price of $1.80 
would be the total cost for the goods and all other expenses. 

Mr. Snyper. This price includes the purchase price, freight from 
the manufacturer to the point of distribution, and the cost of handling. 
including a portion of the overhead, and also including all obsolescence 
and depreciation. 

Mr. Priturs. This statement that I am about to conclude, before 
borrowing any more of Mr. Cotton’s time, may not apply to you, 
but this committee also has to remember that these people whose 
profits you are taking are the ones we have to turn to for the taxes 
to keep your increasingly large department going. 

Mr. Snyper. Eighty percent and perhaps more of the items which 
we carry in stock are purchased on the local markets in the locality 
of the store. It is only the large-volume items which are purchased 
in bulk from the manufacturer. 

Mr. Corron. Do you have anything to do with procuring outside 
space for the State Department ? 

Mr. Larson. You mean space outside the United States? 

Mr. Corron. No; outside of the administrative part of the Depart- 
ment. What I had in mind is this: Some of us have noticed from 
time to time in some of these expensive apartment houses in Wash- 
ington that foreign delegations and visitors and temporary sojourners 
are living in apparently costly quarters apparently at the expense of 
the Government. I wondered if you had anything to do with that 
sort of a program. 

Mr. Larson. No: none whatsoever. You mean of providing quar- 
ters for transient diplomats and so on? 

Mr. Corron. Do you operate any apartment houses in the District 
or elsewhere / 

Mr. Larson. No. 

Mr. Corron. So that any funds of that kind would come directly 
from the State Department, presumably ? 

Mr. Larson. If the Government is paying for the subsistence of 
such people it would come out of the State Department funds, I assume. 

Mr. Corron. Off the record. 

(Discussion off the record.) 


ToraL Buperer Reevest, 1952 


Mr. Puitiies. For the record, so that we will have it all together 
at this point, Mr. Medley, will you give me the amount of money for 
which you are asking this year in total? 

Mr. Meptey. $156,826,000. 

Mr. Pumps. How much did you ask from the Bureau of the 
Budget ? 

Mr. Mepuiry. I am afraid we will have to supply that information 
for the record, Mr. Phillips. 

Mr. Puituirs. Will you do that ? 

Mr. Mepiey. It was considerably greater than the sums which you 
have before you. 
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REDUCTION BY BUREAU OF THE BUDGET 


Mr. Puitzirs When the Bureau of the Budget reduced this amount 
by whatever the difference will be—which will show on the record— 
did they indicate where they wanted you to take that money from / 

Mr. Mepuey. Yes; by service, activity, and so forth. 

Mr. Puttuires. Will you also list those / 

Mr. Meptey. Yes, sir. 

(The information is as follows :) 


Comparison of requests for 1952 submitted to the Bureau of the Budget with allowances 
granted 


Distribution | 

of Budget | 
Bureau 

allowance 


Estimate to 
Appropriation | Budget 
Bureau | 


Difference 


oes — —---- — — —- — — | _-- —_ 


Operating expenses -- _- - ; __..-|2 $125, $28, 338 $114, 400, 000 


Public Buildings Service a gee Tei 10. 892. ‘794 101, 930, 000 | —8, 3 962, 794 


Buildings management in the District of Columbia 39, 300, 008 34, 4 59, 000 | 4, 841, 008 


Basic operations. .___- Sees, : 33, 726, 000 33. 737, 992. | +11, 992 
Leases transferred under sec. 1, Reorganization 
Plan No. 18 of 1950_- 2 13, 000 13, 000 
Services transferred under sec. 2, Plan No. 3 187, 008 | PI ee too ee 
Services to other agencies, aE da Both | 
g mise dlneinisd dd timaaait s 264, 000 264, 000 
Other items. 5, 110, 000 257, 000 


Buildings management outside the District of Colum- 
bia. be caine 2, 877, 786 B1, 325,000 | —1, 552, 2, 786 


Basic operations. __. 26, 093, 078 
Leases transferred under sec. 1, Reorganization | 
Plan No. 18 of 1950 E | 213. 556,000 | 2 13, 556, 000 
Services transferred under sec. 2, Plan No. 18 |} 315,047,708 | 2% 15, 047, 708 
Services to other agencies, reimbursable during | 
1951 i al aa “ - , 181, COO 47, 181, 000 s 
Other items ; . 000, 000 =I. 000, 000 


National Industrial Reserve ; sai . 868, 550 3, 558, 31 10, 550 
Space acquisition and utilization ; ; oe , 300, 450 , él, — 20, 450 


Basic operations - - : we , 200, 000 | , 170, 550 | — 29, 450 
Functions under sec. 1, Reorganization Plan 
No, 18 of 1950. ___- SEP i” 2 100, 450 


Surplus property Management and disposal ct = 2, 000, 000 905, — 1, 095, 000 
Buildings design and supervision - - - Se eS eee 300, 000 266, —34, 000 
Public utilities management. -- : 146, 000 1, 000 eidoass 

Inventory of real property... __- aS 100, 000 — 100, 000 


Federal Supply Service.._.........-- 3, 570, 994 3, 431, 000. 


Supply Management____- Se okusb ie 262, 509 260, 924 
Purchasing - - - -- : 548, 392 

Property utilization and ‘disposal 664, 599 

Commodity specifications #42, 049 

Commodity cataloging. - 

Commodity inspection 

Traffic management 


National Archives and Records Service... ieee 5, 424, 900 


Records management. _______- : 461, 687 346, 000 — 115, 687 
Records centers __ nok < 3, 168, 475 2,150,000 | —1,018,475 
Microfilming us SAAR Oe ee ‘ ‘ 105, 838 55, 000 | — 50, 838 
National Archives... ............... Saateaing 408, 600 , 407, 700 | —900 
Federal Register.........__- Se By 207, 500 | 

Roosevelt Library .- 


See footnotes at end of table. 
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Comparison of requests for 1952 submitted to the Bureau of the Budget with allowance; 


granted—Continued 

















— 
oti . Di-tributiojn 
A — Estimate to | of Budget | aa 
Appropriation Budget | Bure Differe: 
Bureau | ireau 
allowance 
IS Ty ae et aE Te SANT els ae 
Operating expenses — continued } | 
Executive direction and staff operations cies ree 5, 939, 650 | 4, 800, 000 | -- =I, 139 
Executive direction. _. a nL x 385, 600 | 385, 600 | 
Financial management NED PS otha 2, 859, 850 2, 198, 900 —660, 
Basic operations - - : SRS ER 2, 669, 000 | > 008, 050 } —660 
Functions under sec. 1, Plan No. 18___-...-...----| 2 43,050 | $43,050 |........ 
Functions under sec, 2, Plan No, 18 | 3 147, 800° 3 147, 800 |-- 
Administrative management aon Pa ae | /. 865, 800 | l, 491, 200 —374 
Basic operations. - SE SR es 1, 665, 100 | 1, 290, 500 | —374, 
Functions under sec. 2, Plan No. 18 3 200, 700 | 3 200, 700 
PO SUBIR I Te Ge ete es uae lapiceilet Aaa 487, 000. 429, 400 —57, 60 
Basic operations i a oe | 474, 500 | 416, 900 — 57, 60) 
Functions under sec. 2, Reorganization Plan No. 
18 of 1950... _.. ORE FPR ERAS Re 312, 500 | $12, 500 |-....- 
ON SET SR st TEE Er Cee 125, 000 113, 500 | —11, 50 
Compliance eS sila dei Ges tga oggenies a Waele eaaesabaneote 150, 000 127, 400 | —22, 600 
CURR as cS a eee 66, 400 54, 000 | —12, 400 
Sites and planning, public buil lings ‘outside the District of 
Columbia : i Ree SL ae — 21, 000, 000 
Hospital center, District of Columbia. Pe PTS Bi be SN } eee —1, 500, 000 
ee ne Ws I enn ow cdg ec catnceie nemtobucer ME Aajidhncncu dant — 20, 000 
Renovation and improvement of fe lerally owned buildings 
outside the District of Columbia .._.......-..-..-..... 2.22. 10, 000, 000 1 5, 000, 000 —5, 000, 000 
Repair, preservation, and equipment, outside the District of 
Columbia Fee oe eas ae 10,090 099 | 1 10,090, 000 |_..__- 
Refunds under Renegotiation Act - AES Tic DA STS A 9, 250.000 | + 9,000, 000 — 250, 000 
Expenses, general supply fund.__..........-.-.....-.-..--.--- 21. 892, 016 , 118, 426, 000 —3, 466, 016 
Grand total for General Services Administration... __..-- ~ 199, 490, 354 156, 826. 000° —42, 664, 354 








1 Amounts allowed by Bureau of the Budget. 

2 Total of items for *‘Leases transferred under sec. 1, Plan No. 18,’ $13,712,500. 

3 Total of items for “‘Services transferred under sec. 2, Plan No. 18,’’ $15,595,716. 

4 Total of items for ‘“‘Services to other agencies, reimbursable during 1951,’’ $7. 445, 000, 


GSA APPROPRIATION, 1951 


Mr. Puturs. For what did you ask last year when you were here 
in the regular bill? 

Mr. Mepiey. The Congress gave us $955,442,479. However, that 
included several programs, Mr. Phillips, which have since been trans- 
ferred to other agencies by reorganization plans of 1950. 


GSA PROGRAMS TRANSFERRED TO OTHER AGENCIES 


Mr. Puitiipes. Will you also list what they were? Do you have 
that‘ 


(The information is as follows :) 


Appropriations made to General Services Administration in the General Appro- 
priation Act, 1951, which were transferred to other agencies by reorganization 
plans of 1950 


1. Reorganization Plan No. 15 transferred to the De- 
partment of the Interior: 








Alaska Public Works, appropriation #~....____ $9, 000, 000 
Virgin Islands Public Works: 
Appropriation sis 1, 000, 000 
Contract authorization 1, 467, 000 


$11, 467, 000 
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Appropriations made to General Services Administration in the General Appro- 
priation Act, 1951, which were transferred to other agencies by reorganization 
plans of 1950—Continued 


Reorganization Plan No. 16 transferred to Federal 
Security Agency : 
Building and Facilities, Cincinnati: 
Appropriation 1, 400, 000 
Contract authorization _- seein Be _~ 2,400, 000 
Water pollution control: 
OO PCI EAE AEE re Spr an a a 750, OOO! 
Administration 5 52, 285 
—— 4, 602, 285 
8. Reorganization Plan No. 17 transferred to Housing , 
and Home Finance Agency: 
Advance planning non-Federal public works: 
DERG IORI os oars eee een mn 20) GOO, OOO 
Contract authorization ~ 27, 000, 000 
Public works advance planning, reappropri: ition. 4, 350, 009 
Liquidation, public works, advance planning, 
limitation : 125, 000 
————._ 51, 475, 000 
Total of 1951 appropriations transferred 
Sn ia cadens wag os aan 67, 544, 28 
Mr. Pures. I particularly want those that you had lost during 
the year. I also wanted to check my own memory that last yea 
which was the first partial year for the reorganized GSA, you had 
asked for $300,000,000 more than the total of what all the separate 
agencies had asked for the year before, which attracted the atten- 
tion of this committee, because we were told that this reorganization 
plan was an economy program. 
Mr. Larson. I do not recall such a discussion in the hearings, and 
I do not think that is true, unless you include the increases in the 
strategic and critical materials and other special programs and proj- 
ects of 1951 over 1950, Page 239 of the report of this committee last 
year showed an increase of $155,869,830 in appropriations, but that 
included numerous special programs such as strategic and critical 
materials, sites and planning, construction of several buildings, and 
so forth, all of which were for large increases over 1950. 
Mr. Puiures. No; 1 am not including that. 
Mr. Larson. Then it would not amount to that. 
Mr. Puimures. You had better check that, as Mr. Medley testified 
he had adequate assistance. 
Mr. Larson. What did you want, specifically ? 


COMPARISON OF 1950 SEPARATE APPROPRIATIONS WITH 1951 AND 1952 
APPROPRIATIONS 


Mr. Puiuies. I want to know how much more each agency asked 
for the first year and then the second year and this year than all 
of the agencies separately had asked for when they were separate 
agencies. 

Mr. Larson. I think we furnished that last year in a chart which 
Congressman Case asked for, on page 1759. That went all the way 
back to 1940. 

Mr. Puinuires. That is what I am looking for. 

Mr. Larson. That was 1940-49 and 1950-51. 

Mr. Puitiirs. Maybe you could give me that information and 
bring it up to date for this year particularly, so that we could see 
Which of those functions you had lost in the course of the year. 
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Mr. Larson. We will be glad to supply the information on chanyes 
from year to year. The functions which we lost will be listed in ay 
insert which you requested a few moments ago. 

Mr. Yares. Have you added any functions which should go into 
that ? 

Mr. Larson. Yes, they will be shown in the table Mr. Phillips 
asked for. 


(The information is as follows :) 


Comparison of appropriations based on separate 1950 requests prior to the establish- 
ment of the General Services Administration, subsequently consolidated into 
“Operating expenses’”’ appropriation, with 1951 and 1952 


| 1950 
Federal Works Agency: 
Office of the Administrator . PPE are EN $315, 000 | 
Publie Buildings Administration: 
General administrative expense. -- eo Weg , 763, 000 
Buildings management in District of C olumbia. 31, 400, 000 |__ 
Buildings management outside District of Columbia 24, 838, 800 |___- 
National industrial reserve : 14, 100, 000 |-____- 
Treasury Department: 
Bureau of Federal Supply : SES , 450, 000 | 
Renegotiation rebates processing-_--_._--_- 125, 000 
Office of Contract Settlement - ; ceieetd | ees. 
National Archives___- : bes ward , 450, 000 
Surplus Property Disposal niece’ aot ae SS 12, 500, 000 
Total appropriations for 1950 and comparable 1951__ _ _- 88, ou, 800° } 
Added functions, 1951: 
Liquidation of lend lease 
Implementation of Public Law 15 
Buildings management services, re Aa ible in pre vious 
year ; 
Increases due to Pay Act of 1950 


$68, 107, 303 = 


87, 697 
6, 530, 000 


| 
| 
| 


Appropriation for 1951 and comparable 1952 
Added functions, 1952: ® 
Reorganization Plan 18: 
Leasing 
Buildings management_ DTS 
Buildings management services, reimbursable in pre vious | 
year | 
Reorganization Plan 20_ i Sere 3 aX ae a 
Buildings management for newly completed buildings | eh AT ie . : 2, 203, 00 
Implementation of Public Law 152. amended. - A Shere vere | wey 3, 062 








Requested in budget for 1952 Se AUER TTS. CLR ee eee FR 114, 400 


REQUESTED EKMPLOY MENT, 1952 


Mr. Puttiirs. How may people did you ask in total for next year! 
Mr. Larson. We asked for funds to finance in this appropriation 


95.4 oir 35. 


CURRENT EMPLOYMENT 


Mr. Pruiiies. How many do you have right now? 

Mr. Tuomas. That figure ought to be 29,302. You have 28,635 now. 

Mr. Larson. I said the amount of money we asked for included 
that many. There are positions set up which will not be financed, and 
we are not asking for tae to pay for those positions. Dollarwise 
I think the average employment is the one that makes the thing stand- 
ard clear across the board. 

Mr. Puiturrs. Most of the agencies talk of the total number of 
employees authorized, but you talk in terms of the actual employment 
as of the moment. I would like to keep it on the basis of the number 
you ask for, which is 29,302? 
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Mr. Larson. There was the point made that we are not asking for 
money to pay for that many. 

Mr. Puitiies. You are asking for money to pay for 28,735 4 

Mr. Larson. That is right. 

Mr. Puitiires. How many do you have right now ? 

Mr. Larson. As of February 3, we had 27,465. 

Mr. Puiuirs. How many were authorized for 1951? 

Mr. Larson. 28,655. 

Mr. Tuomas. There are 27,465 on the rolls ? 

Mr. Larson. On the rolls. 

Mr. Puitiures. How much did you get in the supplemental budget 
last year? When you got your money for munitions, you got about 
$3 billion or had a total of about $3 billion. How much of that do 
you have left? You are not asking for any more money 4 


STRATEGIC AND CriTICAL MATERIALS 


Mr. Larson. There is a $1 billion item that will probably be sub- 
mitted later, for “Strategic and critical materials.” 

Mr. Puiturrs. You came down and got $3 billion last year and then 
did not use it ¢ 

Mr. Larson. You will recall I set forth very specifically in our jus- 
tification and also in my testimony that we could finance a portion of 
this with contract authority, but it was to bring the procurement up to 
a certain point which I presented, and it was the decision of the com- 


‘mittee to include it all in a direct appropriation, as I understand it. 


Mr. Putturrs. Was the decision not to stockpile from that appro- 
priation your decision, or was it a decision of some other agency / 

Mr. Larson. What do you mean by “decision not to stockpile”? 

Mr. Puinuirs. Not to spend the money. 

Mr. Larson. No. What governs the expenditure of the money is 
the availability of the materials or the rate of availability of the 
materials, 

Mr. Pups. And that is the best you could do? 

Mr. Larson. That is the best we could do. And you will recall I 
pointed out in that justification that because of the critical situation 
of the most of these materials on the market, we had to give a greater 
lead time. In other words, in order to get nearby deliveries, we had 
to contract for more distant deliveries, which meant we had to obli- 
gate the funds. 

Mr. Puiurrs. Do you have a request for a supplemental appropria- 
tion in this year? 

Mr. Larson. No. It is one-line entry of 1 billion dollars in the 
President’s budget. 

Mr. Putiures. Are you going to ask for it? 

Mr. Larson. I cannot say for sure. My personal opinion is that 
we will, but I am not sure. 

Mr. Puiurrs. What is that for? 

Mr. Larson. That is for the stockpile program. 

Mr. Puitiies. You have nothing up for any other operations of 
your department except the stockpile? 

Mr. Larson. You mean up now? 

Mr. Puitiirs. Supplemental, or in process. 

80203—51—pt. 229 
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Mr. Larson. Yes. I do not know which of the items is for expenses 
of the Defense Production Act—those things I mentioned this morn- 
ing—but our portion of that which we will be called upon to justify 
before Mr. Cannon’s committee is $5,100,000, 

Mr. Putuures. Including how many additional employees? 

Mr. Larson. Those are all included in the number estimated here on 
page 371, at the bottom of the page. 

Mr. Putiurrs. To what does the total come ? 

Mr. Mepiey. Two hundred and fifty positions. 

Mr. Larson. That is on the Defense Production Act allocation. 

Mr. Puiuurs. That is in addition to the figures you gave me? 

Mr. Larson. No. The supplemental estimate is to provide for those 
positions for the fourth quarter of this year. 

Mr. Mepiey. Excuse me. I gave Mr. Phillips the 1952 figure. 

Mr. Larson. That is right, it is 200 positions for 1951. Mr. Phillips, 
you are asking, under this $5,000,000, how many additional people 
we would be justifying? Actually, there will be additional positions 
over those shown on page 371. 


FreperAL Suprity SERVICE 
COMMODITY SPECIFICATIONS—TIRE TESTING 


Mr. Putixures. On page 153 of your justifications, someone testified 
on the subject of tire testing. What do you do? 

Mr. Larson. You will recall that we had an item in our appropria- 
tion request last year of $150,000 for the conducting by the National 
Bureau of Standards of a tire-testing program, which Mr. Mack and 
Mr. MacLeod can give you the details on. 

Mr. Puiurrs. My point is, Why is that a recurring item? 

Mr. Larson. It is not a recurring item. 

Mr. Puiures. You mean there is nothing in the 1952 budget for it? 

Mr. Mack. Yes; there will be $40,000 in the 1952 budget for that 
item, to complete it. 

Mr. Puitiuirs. Why could not you complete it in one fiscal year? 

Mr. Mack. It won't be completed this year. 

Mr. Puiurs. Did you not justify the $150,000 or whatever the 
figure was on the basis that that was the tire-testing program ¢ 

Mr. Mack. That is right, but we did not get our appropriation for 
this year until the end of the first quarter. 

Mr. Pwitiips. But you did not finish it, and you want $40,000 more ? 

Mr. Mack. That is correct. 

Mr. Larson. I do not recall that we said it would be completed. 
That was to finance it for that year. 

Is not that correct, Mr. Mack? 

Mr. Mack. That is right; yes. Mr. MacLeod has been working very 
closely with that, and I think he can give you more information 
about it. 

Mr. Putuuirs. I do not want a lot of detail about it. We have an 
ungodly number of programs going on in this Government. that 
sometime ought to be finished up. For instance, we should do the tire- 
testing job, and it is over; or if we start an irrigation canal, we ought 
to build it and finish it. But these projects go on until Congressmen 
retire and go back home, and never get finished. 
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How soon are you going to finish this tire-testing program? It 
certainly ought not to take more than 1 year. 

Mr. MacLeop. This initial appropriation was based upon getting 
equipment, getting trucks, improving our specifications and deter- 
mining the basis for comparing the quality and serviceability of the 
tires we were buying. 

Mr. Puiurrs. Every tire company does that all the time. 

Mr. MacLxop. The basis on which the tire companies test their tires 
is to determine the relative productivity and serviceabiilty of the tires 
they manufacture. 

Mr. Puitures. Against all other tires. 


WORK OF SMITHERS RESEARCH LABORATORY 


Mr. MacLeop. The Smithers Research Laboratory, based upon an 
agreement between the tire manufacturers, has developed a basis 
whereby they analyze tires produced in the market and provide the 
manufacturers with a report. 

Mr. Puiturs. I thought you said this was being done for you by the 
Bureau of Standards. 

Mr. MacLxop. It is. This testing program, so far as we know, is 
the only program of its type which is being done in this country at 
the present time. 

Mr. Pusirs. What is the Smithers Laboratory doing? 

Mr. MacLeop. Smithers does not analyze serviceability; they 
analyze construction and comparability of construction and materials 
entering into the tires. 

Mr. Puiturrs. You do not think this could be suspended for the 
duration of the emergency in view of the fact that the tire formula 
is going to change very rapidly pretty soon ¢ 

Mr. MacLeop. I think quite the contrary. I think now is the 
time to do this sort of thing, more so than ever, simply because of 
changes in the composition and construction of tires. If we do not 
know what the quality and serviceability of those changes are, our 
consumption of tires will increase ‘and therefore will retard the 
defense effort rather than help to improve it. 

We had a meeting with the tire manufacturers last month, and they 
are enthusiastic about this program. 

Mr. Putiiies. I have not found a manufacturer yet who was not 
enthusiastic about the Government spending money which otherwise 
he would have to spend. And why shouldn’t he be well pleased when 
we enter into all of these things which otherwise private industry 
would do itself at its own expense? Why shouldn’t they be pleased 
when the Government enters into research and does it for them? 

Mr. MacLeop. I think in this case industry feels they could not 
individually economically justify doing a competitive testing job in 
the fashion we are. As a single buyer of about $20,000,000 worth of 
tires a year, it became paramount for us to know precisely the quality 
and serviceability of the tires we are getting. Now, the actual analy- 
sis by the National Bureau of Standards in cooperation with our- 
selves and the Post Office Department indicates that the serviceability 
of tires we now buy varies from contract to contract about 30 per- 
cent. If that is true—and we are quite certain some part of that is 
certainly true—we will save anywhere from 20 to 30 percent on our 
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tire purchases. We are investing right now $20,000,000 a year in 
tires; this program indicates, and the Director of the National Bureau 
of Standards is willing to state, that we will save anywhere from 
$2 to $4 million a year on this program. 


ANNUAL OOST OF TIRES PURCHASED BY GOVERNMENT 


Mr. Puiuirs. For how many years back could you give me the 
annual cost of ? to the Federal Goverment ? 

Mr. MacLeop. I do not know. The best estimate we were able to 
get 2 years ago was $12,000,000. 

Mr. Pruips. Can you go back further than that ? 

Mr. MacLxop. I doubt it. 

Mr. Mack. The figures, as I recall them, by years back to the ag 
of World War II have been about 12 to 20 million dollars a yea 
During the World War, of course, they were very substantially more. 

Mr. Prituies. Are these civilian tires, or do you buy military tires, 
also ? 

Mr. Mack. The military services use our contracts. 

Mr. Prius. Does that $20,000,000 figure include tires bought for 
military vehicles? 

Mr. Mack. No; except for the smaller quantities. 

Mr. Puitiirs. See if you can put some figures in the record at this 
point, going back as far as you can, for 5, 6, or 7 years, which will 
show the increase in the use of tires by the Federal Government in 
those years. 


Mr. Mack. Very well. 
VALUE OF TIRES, EXCLUDING AIRCRAFT, PURCHASED BY THE FEDERAL GOVERNMENT 


There is no accurate statistical data, but the best information available indi- 
cates purchased during fiscal years 1947 through 1950 averaged between $12,000,- 
000 and $16,000,000 per year and that purchases so far during fiscal year 1951 have 
been at a greatly accelerated rate. 


Lenp-Lease LiQuIDATION 


Mr. Puiitres. Somewhere in here you justified lend-lease liquida- 
tion. What do you have to do with lend-lease liquidation ? 

Mr. Mepiey. That is the wind-up of the lend-lease accounts which, 
T might say, I wish we could wind wp in the next 5 months and forget 
about it. It is largely post-audit exceptions taken by the General 
Accounting Office to commercial fr eight shipments, and we have, as 
I recall, 15 to 18 people who are spending their sole time winding up 
those exceptions. 

GSA WorkWrrk 


Mr. Puitiirs. Do you work a 40-hour week ? 
Mr. Meptry. Yes, sir—officially. 


Exrenses, GENERAL Suppty Funps 


REPAIR SHOPS AND EQUIPMENT POOLS 


Mr. Puiuuies. On the repair shops that were testified to about the 
time the tires were testified to, you have a certain number of repair 
shops in the District and a certain number outside the District, or 
you have contracts with people outside—which was it ? 
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Mr. Larson. No. There are only three repair shops, and all of them 
are in the District. 

Mr. Mack. That is right. We have a furniture repair shop, a type- 
writer repair shop, and an automotive repair shop, all located in the 
District. We do not have any repair shops elsewhere. 

Mr. Printirs. You do not have any under contract ? 

Mr. Mack. No, sir. 

Mr. Larson. You remember Mr. Winckler said he contemplated the 
establishment of six additional repair shops. 

Mr. Puttiies. They are under your operation ? 

Mr. Larson. If they are established. They will be a force-account 
operation. 


HOUSE INVESTIGATION OF GSA PURCHASING 


Mr. Pumures. I think you had an investigation made into your 
procedures, and it brought out that 28 percent of your purchase orders 
covered purchases averaging less than $20 each and it was costing you 
about $7.57 to issue a purchase order. 

Mr. Larson. Was that the House Civil Service Committee ? 

Mr. Puinuirs. I do not know. One of the reasons for the dispro- 
portionate cost, according to the investigation, is the fact that em- 
ployees processing such orders aver raged less than two orders each 
a day. 

Mr. Larson. I do not think that was in the report cover ing GSA. 
Mr. Pures. And the average salary was about $3,400 a year. 
The same investigation gave an example of $10 worth of lumber being 
purchased on which the Government’s purchasing charge was $37.15. 
I want to know whether those are accurate statements and what steps 

are being taken by you to remedy them. 

Mr. Larson. We took some exception to the statement at the time. 
I would like Mr. Forbes to speak to that point. 

Mr. Forses. I do not recall what that illustration was. Was that 
in the committee report headed by Congressman John Bell Williams? 
Mr. Larson. That is right. ‘ 

Mr. Mack. There are certain things now being done toward decreas- 
ing the cost of making small pureh: ses. For ex: umple, we are un- 
dertaking now to provide for small purchases in various ways to 
minimize that high cost factor you are speaking about, because that 
has been a problem that has been a difficult one to meet. These are 
the approaches that are being made: The first undertaking is for 
very small purchases to be made by means of petty cash; to utilize 
a combined purchase order-invoice-voucher form which will reduce 
the paper work; to set up, as you may recall from the testimony, 
certain term contracts by city areas where there are concentrations 
of Federal employees and there is a need for supplies and services, 
so that they will be requisitioning instead of having a complete pur- 
chase transaction. There are approaches of that type that will be 
effective. 

One other approach we have made, that thus far has shown pretty 
good results, has been in connection with working with the requisi- 
tioning departments whereby they would try to boil down those in- 
dividual transactions to fewer transactions. In other words, instead 
of ordering the same item two or three times a month, we have been 
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trying to work out with them a scheduling so that we will have fewer 
transactions and, of course, reduce the cost accordingly. 

I think it is going to take a number of approaches to lick that 
problem. 

Mr. Larson. May I correct the record, quoting from the report of 
Mr. Williams? 

Mr. Puutuirs. Is this the Senate report or a House report? 

Mr. Larson. This is the report of the subcommittee headed by John 
Bell Williams, of Mississippi, of the Committee on Post Office and 
Civil Service. On page 154, the table to which you referred shows 425 
workers engaged in that function in the headquarters offices of the 
four agencies surveyed. That was four agencies and not just Gen- 
eral Services. I just wanted to correct that. 

Mr. Yates. Do the same comments apply to all four agencies? 

Mr. Larson. No. They were all grouped together—the Federal 
Security Agency, the Treasury Department, the Interior Department, 
and the General Services Administration. 

Mr. Yates. But do the comments Congressman Williams made with 
respect to the amount of work done apply to all four agencies? 

Mr. Larson. It is the average of the four agencies. 

Mr. Putuies. I thought you did the buying for them. 

Mr. Larson. This applies to requisitions. 


AVERAGE COST OF GSA PURCHASE ORDERS 


Mr. Puiuirs. What is your average cost per order? 

Mr. Larson. I do not think we have any better figures than these in 
this report, which shows $7.57. And the average size of the order is 
about $1,030. 

GSA SURVEYS OF PURCHASING PROCEDURES 


Mr. Putures. I recall you told us, however, you were making a 
considerable number of internal investigations for the improvement 
of your procedures and costs. How many of those investigations have 
been completed ? 

Mr. Larson. Those are the things Mr. Mack just spoke of. 

Mr. Putiirrs. How many would you say you have concluded? 

Mr. Mack. Well, there are two approaches that have been made, one 
being through this conservation order whereby we are getting reports 
from the agencies monthly. That was inaugurated last September. 
Secondly, the surveys—— 

Mr. Pures. Just put a list in the record. 

Mr. Mack. Very well. 

(The information is as follows :) 


STATEMENT ON THE STATUS OF INVESTIGATIONS TO IMPROVE PROCEDURES AND 
Repvuck THE Cost oF REQUISITIONING, STOCKING, AND ISSUING SUPPLIES FOR 
INTERNAL USE IN THE GENERAL SERVICES ADMINISTRATION 


A number of formal studies or surveys have been carried on by the General 
Services Administration for the specific purpose of developing and installing 
improvements in the requisitioning, stocking, and issuing of supplies for internal 
use. These studies have been directed primarily at (1) storekeeping and stock 
control, and (2) purchasing and contracting activities. 

The following are some of the improvements made as the result of these for- 
mal studies: (1) The consolidation of two storerooms located in the Agriculture 
building; (2) the consolidation of six forms and printed matter supply store- 
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rooms; (3) the centralization of responsibility for internal administrative sup- 
ply functions in Washington and in the field; (4) the promulgation of uniform 
policies and procedures to provide necessary control of internal administrative 
supply operations, including the issuance of administrative orders and other in- 
ternal policy and procedural documents on the subjects of: (a) The control of 
requisitions, (6) stock records and control, (c) determination of requirements, 
(d) stock levels, (€) substitution of items, (f) pricing requisitions, (g) receiv- 
ing and inspection, and (h) physical inventories and inventory adjustments; 
(5) the prescribing of procedure and standardized forms for adequately sched- 
uling GSA purchase requisitions; keeping unscheduled requisitions to a mini- 
mum; and (6) the establishment of a system for periodic review to control in- 
ventory leyels and determine excess. 

In addition to the above, the following improvements are now in the process 
of being completed: (1) The consolidation of two automotive-parts storerooms ; 
(2) the consolidation of field storage of supplies in one contiguous area; (3) 
the integration of functional responsibility for purchasing and contracting for 
General Services Administration supplies, materials, equipment, ete.; (4) the 
further consolidation of office supply storerooms; and (5) the elimination of 
bulk storage facilities for internal supply purposes. 

Also, Standard Form 44, United States Government Purchase Order-Invoice- 
Voucher, has been prescribed by the Administrator to simplify, in cooperation 
with the other agencies of the Government, the procurement of and payment 
for small purchases of supplies and services other than personal. It is antici- 
pated that this action, which is in accordance with a recommendation made by 
the Hoover Commission task force on the Federal Supply System, will result 
not only in a reduction of the administrative cost of obtaining supplies for the 
internal use of the General Services Administration but also in a Government- 
wide reduction of the administrative costs relating to small purchases. 

One of the objectives of the management-improvement program of the General 
Services Administration is to get the individual employees of the Administra- 
tion, as a part of their day-to-day operation, to identify and put into effect 
improvements whieh will reduce the cost of the internal supply and other 
activities carried on by the Administration. Although these activities are not 
normally classified as formal studies or surveys, reference is made to them 
in this statement since they contribute substantially to the improvement of the 
internal operations of the Administration. 


Mr. Puturrs. Also tell me how many of your recommendations 
have been put into effect, roughly, percentagewise. Are half of the 
recommendations you made being put into effect ? 

Mr. Mack. I do not think very much has yet been put into effect, 
because we are now just completing the surveys, but we will by the 
end of the year have progress to show. 

Mr. Puiiiies. You set the date when I shall ask you this question 
again. 

Mr. Mack. By the end of this fiscal year we will have a good show- 
ing on that. 

Mr. Larson. I would like to furnish a statement for the record on 
that, too. 

Mr. Pues. About this report ? 

_ Mr. Larson. No; about the recommendations as a result of the 
internal survey that have been put into effect. 

Mr. Putuures. I spent a part of my life making investigations, and 
my opinion still is that their value rests entirely upon the number 
of recommendations that are accepted and put into effect. Otherwise 
the money is wasted. 

Mr. Larson. I agree with you 1,000 percent. 

Mr. Puiuirs. I want to know how many of your recommenda- 
tions are being put into effect. 

Mr. Larson. Also I would like to call your attention to the same 
roheat where the committee that made this survey stated as 
ollows 
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Mr. Putts. That is the same report that criticized you for having 
too large a proportion in fiscal activities? 

Mr. Larson. I have no knowledge of any such criticism Mr. 
Phillips. It was pointed out in this report that the General Services 
Administration, in the opinion of the subeommittee, was making 
better use of its manpower than any of the agencies surveyed. It is 
under the same subhead on page 135, in their preliminary report, 
which says— 

Management-improvement activities in the General Services Administration 
appear to be above the average found in other agencies. 

Mr. Puimurs.I cut this article out of the New York Times of 
March 4, 1951. Is this Mr. J. Walsh one of the publicity men on 
your force? 

Mr. Larson. No—— 

Mr. Puiirs. It is very complimentary. 

Mr. Larson. And he never interviewed me on that article, either; 
otherwise I would have had him spell my name correctly. 

Mr. Puturrs. He says: 

Jess Larson likes to talk best about economies GSA has achieved in Govern- 
ment housekeeping. 

Mr. Larson. That is right. 

Mr. Puimures (reading) : 

Whether they are in office space; toilet soap, on which latter single item he 
says the agency last year saved the taxpayers $45,000; or chamois skins for 
window cleaning which cost $10,000 this year less than the previous year. 

Who is Mr. Walsh ? 

Mr. Larson. I do not know who he is. Those same examples are 
given in the justifications beginning on page 15 in the general state- 
ment. Perhaps he got it from this document. I do not know. 


Ataska Pustic Works 


Mr. Puttuirs. How about this Alaskan situation? You lost that 
during the year. I take it you are not particularly regretful at 
having lost it. Who has it now? 

Mr. Larson. It is in the Department of the Interior. 

Mr. Putiurres. What about these houses you were building up there 
last year? Did you build them or did somebody else build them? 

Mr. Larson. Somebody else must have built them; we did not. 

Mr. Puinurps. They caught fire very easily. How much money did 
you turn over to the other agency when you turned it over? 

Mr. Larson. Whatever the appropriation was. We will supply 
that for the record. 

(The information is as follows:) 


Appropriation of $909,190.27 and contract authorization of $4,000,000 were 
transferred to the Department of the Interior. 


AVERAGE SALARIES, GSA Employers 


Mr. Puitiirs. Do you know what your average salaries are in your 
different sections? 

Mr. Larson. I can get them. 

Mr. Puituies. I will give this to the reporter and ask the chairman 
to let him put it in the record. 





er 
$4 


op 


in 


th 


in 
th 


at 
al 


th 
bs 


di 


lo 


or 


>: 


fl 


al 





1337 


The average salary in the Public Buildings Service is $2,980; Fed- 
eral Supply Service, $4,300; National Archives and Records Service, 
$4,020; executive direction and staff operations, $5,120; total GSA 
operating expenses, $3,120. Then for renovation, improvement, 
$5,060; repair, preservation, and equipment, $3,900; and general sup- 
ply fund, $3,270. 

The average for the whole Government, I think, is about $3,500. 
Am I right! 

Mr. Larson. I thought it was about $3,800. 

Mr. Puiuires. You might check those and see if you think you are 
in line with them. ’ 

Mr. Larson. I did check them. I thought we were a little below 
the average in the Government. 


RENOVATION AND MoperNIzZATION OF Executive Mansion 


Mr. Puutuirs. I have only one other question, and that is about 
renovation of the Executive Mansion. You have $5.4 million. 

Mr. Hunrer. Yes, sir. 

Mr, Pius. How much is it actually going to cost? 

Mr. Hunver. $5.4 million. The budget currently, less operating 
reserves, provides for a contingency of about $84,000 or $85,000. 

Mr. Puttuirps. What changes has it been necessary for you to make 
in the renovation plans at the White House in order to keep within 
the $5.4 millions? 

Mr. Hunter. There have been no basic changes. We got caught 
behind the rising prices following the Korean situation, when prices 
began running away on us. It was necessary, to be sure that we were 
within the budget, to cut back about $220,000 by cheapening devices. 
Granite, in some instances, was taken out and cheaper limestone put in; 
and certain kinds of tile were changed. 

Mr. Puiuirs. You do not think they had any serious effect ? 

Mr. Hunter. No. The Commission, as you know, comprises, in 
addition to the Members of Congress, an engineer and an architect, 
and they have been over everything with a fine-tooth comb. I really 
think they are of the opinion, considering the nature of the White 
House—I will say the nature of the American public—that the cut- 
back job is really more consistent with the character of the American 
democracy than the more elaborate plans that would have been fol- 
lowed through in the first instance. 

Mr. Tuomas. What would you say the increase of space in the 
White House: would be in this White House as compared to the 
previous one ¢ 

Mr. Hunrer. I could not answer you with a percentage. The 
ground floor will be practically identical; the first, second, and third 
floors will be practically identical. The principal gain is in the con- 
struction of a basement which the original White House did not have 
and a mezzanine in the basement. 

Mr. Puiturrs. Probably about a 10-percent increase ¢ 

Mr. Hunter. As a guess, not based on any actual figures, probably 
15 percent. But it is in the service areas of the White House that this 
increase develops. 

Mr. Puiuirs. You put in an air-cooling system ¢ 
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Mr. Hunter. Yes. The building is to be thoroughly air-cooled. 

Mr. Puiuirs. Do you suppose it will require quite an increase in 
personnel to operate the air-cooling system ? 

Mr. Hunter. I have not made a take-off of the personnel required 
for the new building. I understand it will be larger, and I would 
expect it to require a few more people, there being a more complicated 
plant, because, frankly, the building will have the last word in pro- 
tective and communicative devices and in the way of air conditioning, 
and so forth, and many things which it did not have in the first 
instance. And it will have the last word we know of at this time for 
the protection of people. 

Mr. Puutirs. Would not you suppose that taking an old building 
like that and putting in an air-cooling system and better operating 
facilities would permit the staff to turn out an additional amount of 
work under the better conditions? 

Mr. Hunter. You see, there is not much administrative work being 
done in the part being remodeled. The executive offices are not being 
touched. It is basically the public part, the part for state occasions 
and the family living quarters. 

Mr. Tuomas. There is a 30-percent increase in space. 

(After discussion off the record :) 


Neerp ror LecisuatTion To StrrenatuHen GSA Avruoritry 


Mr. Corron. I am new on this committee and I do not want to take 
the time of the committee to educate a new member. 

Daniel Boone said he had never been lost. in the woods, but he had 
been confused once for 3 days, and that is my position. 

It seems to me, Mr. Larson—and I have been very much interested 
in this agency, even more than in some of the others—that you are 
progressing and there is a tremendous job that you are doing and 
can do for this Government; but, as I have read the justifications and 
have listened the last 2 days, it seems to me the whole program falls 
if you do not succeed in encompassing in your jurisdiction, control, 
and authority the whole field of purchasing and the whole field of 
space. And repeatedly it has seemed to me these other agencies are 
still doing a certain amount of buying, still doing a certain amount 
of their own business. There seems to be a marginal territory around 
the perimeter of your activities that you do not control. 

Do you require legislation or is it possible for this agency to be- 
come the most effective it can be if you do not take any more contro] / 
For instance, it is vague in my mind about the military activities. | 
recognize they cannot deal through a civilian agency in more press- 
ing times, but it is not clear to me where the line of demarcation comes 
in the military activities and your activities. Would you care to com- 
ment on that? 

Mr. Larson. I would be happy to. Without being too verbose, | 
would say your observations are well-founded. The concept that the 
Hoover Commission had when they recommended the creation of this 
agency encompassed everything to which you have alluded. Of 
course, all legislation is a matter of compromise. There was on the 
part of the Military Establishment, and understandably so, a very 
decided. opposition to this legislation, and the compromise that was 
reached was that the provisions or authority of the Administrator of 
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General Services to prescribe procedures, regulations, and so forth, 
in the fields of supply, space, and records, which are the three basic 
tields, could be and would be eliminated if the Secretary of Defense 
saw fit to do so, which was in effect saying to the Secretary of De- 
fense, “If you do not want the Military Establishments to come un- 
der this program, all right.” 

However, when the law was passed, the President wrote a letter 
to the Secretary of Defense and directed him not to use that authority. 
Instead the President directed the establishment of a committee com- 
posed of the Director of the Bureau of the Budget, the Secretary of 
Defense, and the Administrator of General Services to work out 
areas of understanding of what would be the military procurement 
field, what would be the civilian agencies’ procurement field, and 
what would be the space management field of the military and what 
would be the space management field of the civilian establishment. 
That is still going on, and certain areas of understanding have been 
reached, and cooperative arrangements have been entered into whereby 
the Government is following a standard policy in space utilization, in 
the disposal of surplus, in traffic management, in communications, 
and in various other fields. 

A great deal of work remains to be done. The deeper I get into this 
operation, the more I realize it is going to be some time before a 
central agency can reach out and take absolute control of all of the 
things you have mentioned. Eventually, however, I agree with you 
that legislation should be enacted that would make the General Serv- 
ices Administration or some central agency the absolute authority on 
matters of property management, both real property and personal 
property, and records. We have that to a certain extent in theory 
now in our agency; but as you pointed out, we do not have the ab- 
solute authority. We do not have the authority of the Bureau of the 
Budget, for instance, to withhold funds or direct that funds not be 
expended. We do not have the authority that the other central- 
management agency of the Government has—namely, the Civil Serv- 
ice Commission—to rule on personnel matters. But the three tools 
making up the Chief Executive’s tools for real administrative manage- 
ment of the Government are personnel under the Civil Service Com- 
mission, finances under the Bureau of the Budget, and property and 
records under the General Services Administration. 

We are in the process of envolving that, and unfortunately for 
us we cannot absolutely prove to the Congress and to the public, 
against the program that the agencies have carried on, that we can 
supply the program cheaper than they can supply it themselves. We 
cannot arbitrarily go in there, because if we did that Department 
would be up here before the Congress and they would be shouting 
to the public that we are disrupting a program which the public is 
depending on. So, we have to go slowly. 

Mr. Tuomas. Of course, the authority is in existence to do every- 
thing you have detailed that you do not have the authority to do in 
regard to property management, namely, in the Bureau of the Budget. 
All the President has to do is to tell X agency its will get half a bite 
rather than the full bite they requested. That is the answer. 

Mr. Larson. Yes. But before the Bureau of the Budget could 
exercise its judgment, it would have to have the same kind of staff 
we have built up to determine what the facts are. 
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Contracts wirn Sma. Bustness 


Mr. Yares. Mr. Larson, your agency is going to do a lot of buying 
next year, is it not? 

Mr. Larson. Yes. 

Mr. Yarrs. I keep getting many letters from small-business people 
who keep wondering how they can get war contracts. If they 
want to stay in business, they should look to your agency as well; 
should they not ¢ 

Mr. Larson. We participate in all of the programs of the Depart- 
ment of Commerce jointly with the Munitions Board in the small- 
business information enterprise. 

Mr. Yares. How much buying are you going to do next year? 

Mr. Larson. You are talking about defense buying ! 

Mr. Yarrs. No; I am not talking about defense buying. I am 
talking about Government buying. 

Mr. Larson. In the Government buying that we have gone over in 
this appropriation, the common-use items, things that it takes to run 
the Government every day. 

Mr. Tuomas. The answer is simply “Yes”; that if people want to 
bid on these common-use items they will take them up with your or- 
ganization; do they not? 

Mr. Larson. Yes, sir: that is correct, but I want to point out that 
the small-business man has available every day in his local chamber of 
commerce, in about 4,000 cities throughout the country, a list of the 
current procurement programs and the date on which bids are being 
received. 

Mr. Yaves. That is the buying of your agency? 

Mr. Larson. Not only my agency, but all of the agencies of the 
Government, including the military. The Department of Commerce 
consolidates that and puts that information out. We are getting that 
out on the average 30 days ahead of time, and he can consult that 
and know what the Government is buying, and that is the first thing 
he needs to know. 

Mr. Yates. That is right. 

Mr. Larson. He can go to any one of our 10 regional offices and find 
out the details and specifications. They are in this information system 
we have set up. 

Mr. Yates. They are worried about the allocation of materials 
Is it contemplated that for purchases your agency will issue DO 
numbers ? 

Mr. Larson. No; we probably will not issue DO numbers on com- 
mon items. It is only on those items going into the defense program. 

Mr. Yares. In other words, all of the money you have asked for for 
buying common-use items might not be utilized during the course of 
the year as the result of the allocation of basic materials to defense 
purposes / 

Mr. Larson. No, sir: because we are putting substitute items in our 
list every day, and we have to make substitutes available to keep the 
Government running. 

Mr. Yares. So that any small-business man who is interested in 
the items that you want to‘buy can get that information by going to 
one of your regional offices, and you do have such an office in the city 
of Chicago? 
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Mr. Larson. That is correct, and the other places where he can find 
his way. 

Mr. Tuomas. Thank you, Mr. Larson. You and your staff have 
made an excellent presentation, and I think your staff has shown 
more improvement in handling the budget from 1951 to 1952 than any 
group of men I have ever seen. 

Mr. Larson. Thank you, Mr. Chairman. 

Mr. Tuomas. You know your agency mighty well. 

Mr. Larson. Mr. Chairman, may I just get this one thing more in 
the record ? 

Mr. Tuomas. Yes. 

Mr. Larson. Mr. Andrews is not here, but he pressed me about where 
I thought a cut could be made. I do not want to leave that hanging in 
the air, and I do want to point out this: As I said in my opening state- 
ment yesterday, of this $114,000,000, $96,000,000 is tied up in fixed con- 
tracts for rents, utilities, and communication services and other similar 
services that we supply to agencies of the Federal Government that 
are now in existence. IT just want to put that in the record. 

Mr. Tuomas. That is in the record about 14 times, at least, and this 
makes 15, 

Mr. Larson. No: twice. This one and another time. 

Mr. Tiomas. Thank you, gentlemen. 


DEPARTMENT OF COMMERCE 
MARITIME ACTIVITIES 


WITNESSES 













HON. CHARLES SAWYER, SECRETARY OF COMMERCE 

VICE ADM. E. L. COCHRAN, CHAIRMAN-ADMINISTRATOR 

EARL W. CLARK, DEPUTY MARITIME ADMINISTRATOR 

JOHN P. DOLAN, BUDGET EXAMINER, OFFICE OF SECRETARY 

H. M. HOCHFELD, BUDGET OFFICER, MARITIME ADMINISTRATION 

CLARENCE H. OSTHAGEN, ASSISTANT SECRETARY OF COMMERCE 
(ADMINISTRATOR) 

FRANCIS R. CAWLEY, DEPARTMENT BUDGET OFFICER 

CHARLES McDANIEL, SUBSIDY EXAMINER 


Suir CoNnstTRUCTION 


Funds available for obligation 


| 1950 actual | 1951 estimate | 1952 estimate 
} 













Appropriation or estimate . > $35, 000, 000 | $165, 060, 000 
Applied to contract authorization = —30, 000, 000 | —105, 000, 00O 
Contract authorization | 63,000, 000 | 


Prior-year balance reappropriated from 
Appropriated funds (‘Salaries and expenses, maritime 


activities, Department of Commerce’’) 8, 063, 950 | 
Contract authorization (‘Salaries and expenses, maritime | 
activities, Department of Commerce’’) 50, 000, 000 












Total available for obligation 126, 063, 950 
Comparative transfer from ‘‘Salaries and expenses, maritime | 
activities, Department of Commerce” $6, 600, 000 








Total obligations eat et a | 6, 600, 000 126, 063, 950 
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Obligations by activities 















































Design and construction of cargo vessels: 
She cr RR SANS RUMI ag pS) BFS ARS Rs A AAT CN SR 3 6, 600, 000 
ga RE Re SEN RE SPL ESOP RE 8 aT aS Rah sd RO Re a aw gee 126, 063, 950 
Obligations by objects 
09 Equipment: 
Se Seas hE fat METS AME See SE TERS Te FUND ee OORT! SMES 6, 600, 000 
+ RE at PES BT Far ea ares EEE PRE NS ole, LET a, Yeon 126, 0638, 950 
OPERATING-DIFFERENTIAL SUBSIDIES 
Funds available for obligation 
1950 actual | 1951 estimate | 1952 estimate 
EE a ASL RTT ESE SERRREE TE: MASEA SRG TS EE! $26, 450, 000 $35, 000, 000 
Prior year balance reappropriated from— 
“Salaries and expenses, maritime activities, Department 
LIAL LTTE ELT ETS, SC See i.e | 
“Salaries and expenses, maritime activities, Department 
Neen aid anced cadet ds Sobelnsuinin dey anda a 5 Ok ee eee 
eg. gl "ee eee fe k= 6 nara 24, 347, 089 
Payment received from— 
“Special deposits, proceeds from return or sale of vessels” 
os oS eda ali ae. RS Ronee e | of eee 
“Special deposits, suspense,’’ pursuant to Public Law 759_|_...........-- 3, 529, 000 j........... 
Total available for obligation..........................- 5, 235, 941 78, 340, 129 59, 347, 089 
Balance available in subsequent year. -.-.........-......-.----|..-------.---- — 24, 347, 089 |...-.....-.-.. 
NS EEE TER OAR OR aba 5, 235, 941 53, 993, 040 59, 347, 089 
Comparative transfer from ‘Salaries and expenses, maritime 
activities, Department of Commerce” ...............-..--.-- DUR ED bewecicetarcnse clieiaindiieine<. 
ENERO TT 5,784,601 | 53, 993, 040 59, 347, 089 
Obligations by activities 
Operating-differential subsidies : 
| RR a EAS SE EA ee ae ee Re ee $5, 784, 601 
Sais i re oat Fane fe ER te BROS We Meat Selene ae _. 53, 993, 040 
> TE Re Se OES BREE eo SOT ST OM es See eee MEET pee 59, 347, 089 
Obligations by objects 
11 Grants, subsidies, and contributions: 
RR SEAS PIRES ICS SE oes FSS A 0 EE ee ee $5, 784, 601 
Se ere I I LT NE SR ie oe a eee Re: ee ee 53, 993, 040 
RR RE RR EE AR AEE SR AS RS Yap EN ee Len 59, 347, OS9 
ConstrucTION Funp 
Funds available for obligation 
1950 actual | 1951 estimate | 1952 estimate 
IID, oo o.cccuccckccdincnebacubeabencoomaltcsmasecenees $10, 000, 000 $14, 000, 000 
DENS Ob PIAS FORE GRAD. oon oo sith so ese secsnwiescschivccaesescss<s —10, 000,000 | —14, 000, 000 
ERE REE Sree: We aT EAR: eRe TN 2a Sees a Last 
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State MARINE ScHOOLS 


Funds available for obligation 





1950 actual 


1951 estimate 


1952 estimate 





Appropriation or estimate 
Unobligated balance, estimated savings 


Obligations incurred 
Comparative transfer from ‘‘Maritime training, Department 
att lO pe I) alia fei a a att oe lien a 


Total obligations 


$370, 000 
—33, 271 


336, 729 


710, 566 


$1, 102, 050 











1, 047, 295 











Obligations by activities 





Description 


1950 actual 


1951 estimate 


| 1952 estimate 





. Grants for State marine schools PERRIS GR) EER 

. Uniforms, textbooks, and subsistence of cadet-midshipmen. 
3. Maintenance and repair of vessels 

Ne ee cceweneunss 


Total obligations 


$168, 892 
174, 826 
167, 837 
535, 740 


$200, 000 
195, 250 
153, 000 
553, 800 


i 


$200, 000 
340, 000 








1, 047, 295 





1, 102, 050 





Obligations by objects 





Object classification 


1950 actual 


1951 estimate 


1952 estimate 


| 
| 
| 
| 





Gi Persomel eervices, traimess................................. 
Other contractual services 
Supplies and materials 


Grants 


08 
ll 


Total obligations 


$535, 740 


$553, 800 | 


153, 000 
195, 250 


200, 000 | 


~ "$955, 000 
340, 000 
200, 000 





1, 102, 050 


795, 000 
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SALARIES AND EXPENSES 


Funds available for obligation 








1950 actual 


DIRECT OBLIGATIONS 
Appropriation or estimate sarin cc i io eke ; $63, 014, 174 
Transferred from ‘‘Repair of reserve fleet vessels, Department | 
of Commerce,’’ pursuant to Public Law 843 
Transferred to ‘‘Salaries and expenses, Office of Secretary of 
Commerce,’’ pursuant to Reorganization Plan No. 21 of 1950 


Adjusted appropriation or estimate _ - - 63, 014, 174 
Applied to contract authorization ; — 12, 000, 000 
Contract authorization , 50, 000, 000 


Prior year balance available (contract authorization) 
Balance transferred from ‘‘Federal ship mortgage insurance | 
fund, revolving fund, Department of Commerce,”’ pursuant | 
to Public Law 266 : 586, 648 


Total available for obligation , eat 122, 729, 110 
Balance reappropriated for subsequent year to 
Appropriated funds 
“Operating-differential subsidies, maritime activities, | 


Department of Commerce” —17, 669, 722 


“Ship construction, Department of Commerce” —8&, 063, 950 
Contract authorization “Ship construction, Department 
of Commerce” ..| —50, 000, 000 


Unobligated balance, estimated savings: 
Appropriated funds coedune —317, 930 
Contract authorization —21, 128, 288 
Savings under sec. 1214 (appropriated funds) BS ERS 


Obligations incurred | 25, 549, 220 


Comparative transfer from ‘‘Maritime training, Department 
of Commerce”’ : : seinnioeubars 


é 104, 985 
Comparative transfer to 


“Ship construction, Department of Commerce” —6, 600, 000 
“Operating-differential subsidies, maritime activities, 

Department of Commerce” — 548, 660 
“Vessel operating functions, maritime activities, Depart- 

ment of Commerce’’- - --- Eikoa —67, 076 

Total direct obligations.._...........-- peerage: 18, 438, 469 | 


REIMBURSABLE OBLIGATIONS 
Reimbursements for services performed e bs 170, 053 


Total obligations 


Obligations by activities 


Description 1950 actual 


DIRECT OBLIGATIONS } 


scape iit daichii Sales ih dni ; ; A 18, 608, 522 


1951 estimate 


| $19, 903, 300 
| 

310, 000 

—100, 000 


20, 113, 300 


21, 128, 288 


20, 113, 360 


—156, 000 
“100, 000 


19, 857, 300 


64, 280 


19, 921, 580 


520, 300 


20, 441, 880 


1951 estimate 


$9, 360, 980 
452, 000 
446, 000 

&, 928, 600 
734, 000 


1. Administrative expenses_. — $9, 912, 605 | 
2. Maintenance of shipyard facilities ; Seeae 419, 780 | 
3. Operation of warehouses oN 480, 993 
4. Reserve fleet expense 7, 115, 899 
5. Maintenance and operation of terminals ‘ | 507, 002 
6. Miscellaneous al 2, 190 | 


Total direct obligations oe Pen ee 18, 438, 469 


REIMBURSABLE OBLIGATIONS 


1. Administrative expenses : aoa | 
2. Maintenance of shipyard facilities mre 7, 376 
3. Operation of warehouses 1, 765 
4. Reserve fleet expense 109, 718 
5. Maintenance and operation of terminals 51, 194 
Total reimbursable obligations_.._.....-.....----------- 170, 053 


Total obligations ene sien eiee eidacaie 18, 608, 522 


350, 000 
9, 500 
52, 000 
62, 500 
46, 300 


420, 360 


20, 441, 880 


| 


19, 921, 580 | 


1952 estimat 


$17, 610, 


17, 61 


17, 610 


17, 610 


17, 610, ( 


ry 


1952 estimat 


$8, 8O5, 


= 
= 


970, 


17, 610 
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Obligations by objects 








Object classification 1950 actual | 1951 estimate | 1952 estimate 







SUMMARY OF PERSONAL SERVICES 













Total number of permanent positions 
Average number of all employees 













Personal service obligations: 







Permanent positions eae $16, 513, 220 $15, 833, 973 $13, 977, 737 
Regular pay in excess of 52-week base 59, 368 53, 868 
Payment above basic rates 92, 082 178, 102 126, 235 










Total personal service obligations 16, 664, 670 16, 012, 075 14, 157, 840 
Deduct charges for subsistence 34, 33 2, 325 


ded ‘ 2, d2 









Net personal service obligations 16, 630, 336 16, 009, 750 14, 157, 840 









OBLIGATIONS 





DIREC 









01 Personal services 15, 594, 850 


















02 Travel 167, 45% 188, 100 
03 Transportation of things 134, 44, 650 
04 Communication services i 139, 827 142, 420 ‘ 
05 Rents and utility services x 33, 878 136, 900 163, 900 
06 Printing and reproduction 50, 993 71, 500 70, 000 
07 Other contractual services 148, 464 361, 170 > 653, 590 
Services performed by other agencies 105, 413 740, 670 $11, 000 
08 Supplies and materials 925, 454 2, 520, 180 1, 771, 570 
09 Equipment : é 83, 324 92, 140 77, 240 
10 Lands and structures. at “ 29, 000 30, 000 
13 Refunds, awards, and indemnities 27, 904 y 
Total direct obligations... ...-- La 18, 438, 469 19, 921, 580 17, 610, 000 






REIMBURSABLE OBLIGATIONS 











01 Personal services pees 108, 611 369, 900 61, 300 
Payment above basic rates: Overtime , 45, 000 

02 Travel . 30, 000 7 

04 Communication services 9, 700 190 

05 Rents and utility services 57, 742 56, 200 56, 300 

06 Printing and reproduction 3, 000 

07 Other contractual services 500 





5, 000 2, 260 


08 Supplies and materials 







Total reimbursable obligations , 170, 053 520, 300 120, 050 





Total obligations _ .- sapien ies ; ‘ 18, 608, 522 20, 441, 880 17, 730, 050 






MARITIME TRAINING 






Funds available for obligation 









| | 
| 1950 actual | 1951 estimate | 1952 estima 


















DIRECT OBLIGATIONS 






Appropriation or estimate. ...______- cock $6, 586, 000 $4, 348, 520 $3, 605, 000 
Unobligated balance, estimated savings. __- — 124,475 |_..__. : 
Savings under sec. 1214.___- Peas — 50, 000 







Obligations incurred __. 3 6, 461, 525 4, 298, 520 3, 605, 000 
Comparative transfer to ‘State marine schools, Department | 
of Commerce’’. ‘ : —710, 566 ai bie tetalied 
Comparative transfer to “Salaries and expenses, maritime 
activities, Department of Commerce”’ = ; ; — 104, 985 — 64, 280 













Total direct obligations. _.____- ber J 5, 645, 974 4, 234, 240 3, 605, 000 





REIMBURSABLE 





OBLIGATIONS 









Reimbursements for services performed 289, 020 215, 330 120, 800 





Total obligations a Se . 5, 934, 994 4, 449, 570 3, 725, 800 











80203—51—pt. 2——30 
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Obligations by activities 























Description 1950 actual | 1951 estimate | 1952 estimate 
DIRECT OBLIGATIONS 
1, Cadet-midshipmen training: 
(a) my Nn ep ummnawad $2, 463, 350 $2, 444, 520 $2, 045, 900 
(6) Pass C hristian, ae ee STE Bickinp antes sac ce cbs 
2. Upgrade and ee training: 
(a) Sheepshead Bay, N. Y., school 735, 094 633, 250 492, 900 
(b) Alameda, Calif., se’ hool._____ 558, 148 448, 100 374, 900 
(c) New Orleans, La., school Me es DO ae 
ei aii. NES gi a SR ‘ 154, 800 160, 700 
4. District training supervisors’ and enrolling offices. ._._____- 150, 539 119, 850 121, 300 
5. Medical services: 
ec ecnemedeancened 91, 009 77, 000 77, 000 
| | aa 39, 809 38, 700 39, 400 
6. Custodial activities: 
a NEI, TE Bia laioees Nanri 43, 800 |......_- 
ETE, OER EGE katana lo 36, 300 50, 000 
Ga eee en vedanucenene 267, 179 237, 920 242, 900 
8. Training for inexperienced seamen, St. Petersburg, Fla., 
a rae PU ree Sa 
SIMs ne i on cw ncuane 5, 645, 974 4, 234, 240 3, 605, 000 
REIMBURSABLE OBLICATIONS 
9. Filipino cadet-midshipmen training-..--...-..........---- 245, 091 170, 330 75, 800 
10. Operating services for U. S. Public Health Service Hos- 
pital, Manhattan Beach, N. Y------.......-.-..---.---- 6, 515 45, 000 45, 000 
11. Operating services “4 eterans’ Administration Hospital, 
SR EPNIEINS © on ccnnnic ani chainnenesupiesencnl TEE Ticnacoanedetes OE 
12, Operating services for U. 8. Public Health Service, Ne- 
ne dee ina eae Ly SARS ERD ie clat= fs Aakers ae 
Total reimbursable obligations. .........-.....-...-.-- 289, 020 215, 330 120, 800 
ERB AS Sie lah? Rpg ee a eg aa Ree este 5, 934, 994 4, 449, 570 3, 725, 800 
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Obligations by objects 





Object classification | 1950 actual | 1951 estimate | 1952 estimate 








SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions... ....-....-------------- 961 638 631 
Average number of employees be 938 612 | 612 








Personal service obligations: 
Permanent positions $2, 644, 543 $1, 927, 220 $1, 973, 680 
Regular pay in excess of 52-week base 1, 827 1, 265 
Payment above basic rates 742, 276 556, 98 560, 365 





3, 388, 646 
1, 300, 452 _ 989, 610 





Total personal service obligations. -.-....-......--...--- 4, 689, 098 3, 473, 780 








DIRECT OBLIGATIONS 


Personal services (other than trainees) 53, 128 2, 412, 7: 
ee ia cekbaibakamuniewneseennslteéstaakinne . 247 954, 900 





Total personal services 3, 367, 620 2, 485, 000 
Travel . 44, 000 43, 840 
Transportation of things i 5. 12. 100 12, 060 
Communication services -- ae » 18, 800 18, 300 
Rents and utility services 2 ah ia 8 72, 400 
Printing and reproduction ae 2,7 
Other contractual services ke 174, 250 
Supplies and materials 4 526, 870 
Equipment 25, 474 15, 500 





Total direct obligations 5, 645, 974 | 4, 234, 240 





REIMBURSABLE OBLIGATIONS 


135, 518 71, 450 
53, 214 34, 710 





Tota! personal services 188, 732 106, 160 
Travel } 30, 770 
Transportation of things 530 
Communication services 530 

5 Rents and utility services 5 11, 930 
Other contractual services ’ 5, 350 
Supplies and materials t 58, 680 
Equipment | 1, 380 








Total reimbursable obligations 289, 020 | 215, 330 
Total obligations 5, 934, 994 | 4, 449, 570 














Mr. THomas. Gentlemen, the committee will please come to order. 

We have the pleasure of having with us this morning the Federal 
Maritime Board and the Maritime Administration. We have with 
us our friend, the Secretary of Commerce, the Honorable Charles 
Sawyer; Chairman and Administrator, Admiral E. L. Cochrane; 
Deputy Maritime Administrator, Earl W. Clark; John P. Dolan, 
budget examiner, office of the secretary ; H. M. Hochfeld, budget offi- 
cer, Maritime Administration; Clarence H. Osthagen, Assistant Sec- 
ie of Commerce; and Francis R. Cawley, department of budget 
officer. 

Mr. Secretary, it is nice to see you and your very capable and genial 
staff. If you have a statement for us, we will be delighted—as long 
or as short as you want to make it. 


GENERAL STATEMENT BY SECRETARY OF COMMERCE 
Mr. Sawyer. I have a very brief statement which will not add 


anythimg- to the detailed information of your committee, but I feel 
that the activities and the progress of ‘the’ Maritime Admiiiistration 
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are so important, that I would like, if I may, to just take about 5 
minutes to make this preliminary statement. 

I am happy to appear before your committee today in connection 
with the presentation of the annual budget of the Maritime Admin- 
istration for the fiscal year 1952. 


REORGANIZATION PLAN NO, 21 


In May 1950 the Federal Maritime Board and Maritime Admin- 
istration were established by Reorganization Plan No, 21, in the 
Department of Commerce, to disc harge with greater efficiency and 
effectiveness responsibilities formerly vested in the United States 
Maritime Commission. In the short interval of 9 months much has 
been done not only to attain the immediate objectives of Reorganiza- 
tion Plan No. 21 but to provide further direct services in the current 
national emergency, particularly in furnishing critically needed mer- 
chant ships for Korea. 

We believe excellent progress has been made by the administration 
in acting upon the recommendations of the General Accounting Office 
and the House Committee on E xpenditures in the Executive Depart- 
ment. Organization units and functions have been realized with 
resulting improvement in efficiency and effectiveness. New appoint- 
ments have been made to high-level positions in an effort to strengthen 
the staff, and other actions have been taken which will bring increas- 
ing benefits. 

An interim report on the progress of the Federal Maritime Board- 
Maritime Administration was furnished to interested congressional 
committees in December 1950. Further reports will be forwarded as 
additional objectives discussed in the report are achieved. 


REPAIR OF VICTORY CARGO SHIPS 


An accomplishment of which we are proud was the repair, activa- 
tion, and delivery of 130 Victory cargo ships within a period of 1!, 
months for service in the Korean theater. In carrying out this assign- 
ment, the staff of the Maritime Administration met every deadline 
established by the Department of Defense. More recently there were 
activated another 32 or more ships to carry sorely needed grain and 
coal to various European countries. These programs have to date been 
accomplished through the charter of reserve fleet vessels to private 
operators. However, with increasing governmental control of the 
economy, the operation of Gover nment-owned vessels through genera! 
agents rather than charterers is becoming necessary to meet effec- 
tively the shipping requirements of the Department of Defense, the 
Department of Agriculture, General Services Administration, and 
other Government agencies. 

? 
CONSTRUCTION OF HIGH-SPEED CARGO VESSELS 


Another accomplishment in which we take considerable pride has 
been the design and planned construction of a fleet of high-speed 
cargo vessels which will be suitable to conversion to attack trans- 
ports, attack cargo vessels, and other naval auxiliaries and which will 
offer materially greater security against modern war risks. To 
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strengthen the defense of the Nation, many ships of various types 
will be necessary, and their construction should go forward on an 
orderly basis. 

[ personally feel very fortunate, and I think the Government is very 
fortunate to have such a forceful and knowing leader as Admiral 
Cochrane to serve in the combined position of Maritime Chairman and 
Administrator. He has my wholehearted support and cooperation 
in his efforts. 

Mr. Tuomas. That is a very nice statement, Mr. Secretary. I 
imagine that you are going to have many calls upon your time today, 
and it would be my guess that you don’t desire to stay here during all 
of the budget hearings. If that be true, gentlemen, if anybody has 
any questions they want to ask the Secretary, I suggest that you ask 
him now, so he can get away from here. We will go into the details 
of this budget under Admiral Cochrane, subsequently. 

Mr. Anprews. I would like to ask a question, Mr. Chairman. I 
want to find out, Have you started work on any of these fast cargo 
ships? 

Secretary Sawyer. The admiral is prepared to testify on that. 

Admiral Cocurane. Yes. Twenty-five have been started and there 
is very active work going on. No keels are down yet, but that is be- 
cause they haven't got the steel. 

Mr. Tuomas. Mr. Secretary, it is always nice to see you. <A lot 
of good luck to you. 

Secretary Sawyer. I appreciate very much your courtesy and your 
consideration and, as I said at the beginning, I am really very proud 
of what the Maritime Board and the Administration are doing, and 
[am glad, by my presence here, to indicate that. 

Mr. Tuomas. Well, I join you in the nice things you happen to say 
about Vice Admiral Cochrane. He has been well and favorably known 
to this committee for many, many years, and you are fortunate to get 
him back. 

Secretary Sawyer. Thank you very much, Mr. Chairman. 

Mr. THomas. Thank you. 

Admiral Cochrane, it is nice to have you with us this morning, and 

am sure that you have a statement you want to make. We will be 
delighted to hear from you. 


STATEMENT OF ApMTRAL FE. L. Cocurane 


REORGANIZATION PLAN NO. 21 


Admiral Cocnrane. Mr, Chairman, as the Secretary has just stated, 
the old Maritime Commission was disestablished on the 24th of May 
1950, and the new Maritime Administration—Federal Maritime 
Board—assumed life as of that date under Reorganization Plan 21. 
This was the result of studies that had been made starting back in 
1947, and have been proposed several times in the interim; and, I 
think, finally came to an issue as a result of the reports of the Hardy 
committee in February and in May of 1950. 

I think the most important element of the reorganization plan is 
the fact that the whole organization is now attached to and part of 
the Department of Commerce, which I personally have found to be 
of very great advantage to us, in that we have a Cabinet officer who 
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is interested in our efforts. I personally have the benefit of the wise 
counsel of the Secretary of Commerce in the problems that come 
before us. 

As you know, the reorganization plan provided for this dual organi- 
zation of the Federal Maritime Board, which has quasi-judicial fune- 
tions and is under the leadership of the Chairman, and the Maritiie 
Administration, which has the operating and administrative func- 
tions of the old Commission under an Administrator who is appointed 
and becomes ex-officio Chairman of the Board. 

The organization is substantially common, except for three rela- 
tively small offices, which report to the Chairman, Federal Maritime 
Board. Incidentally, since the declaration of the national emergency 
we have appointed, with their acquiescence and desire, the other two 
Board members as special assistants to the Maritime Administrator; 
so there is complete integration of the joint efforts of the Maritime 
Administration and Federal Maritime Board, and yet a division of 
responsibility. 

Mr. Tuomas. Admiral, if I may interrupt you there, under the 
new set-up, the Chairman of the Board is, to put it in ordinary 
language, also the Administrator. 

Admiral Cocurane. That is correct. 


JURISDICTION OF SECRETARY OF COMMERCE 


Mr. Tuomas. Now, detail what jurisdiction the Secretary of Com- 
merce has in the operation of the Board and the Administration. 

Admiral Cocurane. In the operations of the Board, its functions 
as to the administration of the regulatory features of the old 1916 
Shipping Act are handled with full responsibility; in its operations 
in connection with subsidies it acts under general policies set up 
for its guidance by the Secretary in accordance with the reorgani- 
zation plan. The Maritime Administration, on the other hand, is 
clearly a function of the Department of Commerce, and as such, 2!! 
of its activities are subject to the policy guidance of the Secretary 
and in many cases are referred to him and correspondence prepare( 
for his signature. However, he has delegated his responsibilities 
almost completely, and we expect, sometime within the next 24 or 
48 hours, a further delegation from him of the responsibilities which 
have just been imposed by the Executive Order No. 10219 of Feb- 
ruary 28, which sets forth our funttions during the period of the 
national emergency. 


RESPONSIBILITIES UNDER EXECUTIVE ORDER 10219 


Mr. Tuomas. Summarize that Executive order. 

Admiral Cocurane. Through the activation of section 902 of the 
Merchant Marine Act of 1936, we have been given authority to requi- 
sition and operate ships during the period of the declared national 
emergency. To effect those functions, the plan has been and is now 
being set up to create a National Shipping Authority which is, in 
fact, only a section of the Maritime Administration. It is not an 
independent agency, by any means, but a section of. the Administra- 
tion, the Director of which reports completely and unqualifiedly to 
me. Of course, I am directly responsible to the Secretary. 
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Mr. Tuomas. Well, that is part of the old World War Shipping 
Administration, then. 

Admiral Cocurane. Yes; except, in this case, we have not at- 
tempted to duplicate all of the functions that are involved and have 
integrated it much more completely with the Maritime Administra- 
tion, itself. For example, we don’t propose to duplicate a legal 
office. The general counsel of the Maritime Commission will furnish 
all the legal counsel for the National Shipping Authority. The budget 
officer will serve commonly; our personnel officer will serve com- 
monly ; the comptroller will also serve commonly. 

Mr. Tuomas. That is, the fiscal affairs of the set-up ¢ 

Admiral Cocurane. The fiscal affairs. 

Mr. Tuomas. But it has primarily two operating functions; one, to 
requisition and, two, to operate ships. 

Admiral Cocurane. That is correct and, of course, in connection 
with the need for requisitioning, we must gather the requirements of 
the various claimant agencies for shipping services, not only for our 
own Government, but possibly for Allied Governments, if we come 
into full mobilization. 

Mr. Tuomas. And, to carry it one step further, there is no justifica- 
tion nor request for funds for that purpose in this regular 1952 budget, 
and your justifications and requests for funds will be submitted at a 
later date for that operation. 

Admiral Cocurane. That is correct, Mr. Chairman. Actually, we 
are here today to justify a budget presentation which was prepared 
in mid-November, at a time when it appeared as though the Korean 
situation had settled down and we were headed for continued peace- 
time operations. 

Mr. Tuomas. Are you sure about that date, mid-November? I got 
the idea it was around late September. 

Admiral Cocurane. Well, we had submitted it. It was being pre- 
pared through September, but it was actually submitted in November, 
just before the Chinese broke through, as I say, when it looked as 
though the Korean situation had washed itself out and we could count 
ona pleasant situation from then on. Since then the need for the Na- 
tional Shipping Authority has arisen, and the building programs have 
been odie, so that there are a good many factors which have occurred 
since this presentation was made, which changed the picture, but which 
we haven’t gone back in to revise. We will cover these items with a 
further presentation as soon as the picture is clarified a bit. 


REORGANIZATION IN MARITIME ADMINISTRATION 


In connection with the work that has been done in the Maritime 
Administration since its activation, as I say, on the 24th of May, 
there came first, of course, a pretty thorough review of the personnel 
and of the organization. That was effected by my predecessor, the 
temporary Chairman, Mr. John T. Koehler, who was and now again 
is the Assistant Secretary of the Navy. That involved a good many 
shifts in personnel and a complete reorganization. Since then, we 
have continued along those lines. Some further reorganization has 
been made in the light of these changed circumstances, of which I just 
spoke, but the most particular thing was to isolate the areas where ac- 
tivity had not been satisfactory, where the work had not been kept cur- 











rent: in other words, to break out the backlogs, the road-blocks, and to 
concentrate effort in clearing them. One of the first things that was 
done was to gather up the outstanding claims, mostly from the war 
activities, and to organize a separate Claims Division to which they 
were assigned and which has been extremely effective in clearing up 
that material. It has been so effective, in fact, that we have organized 
a committee which is going around collecting other claims which we 
have found unsettled around the Administration, and they have been 
gathered in and very effective work done. 

Of course, as Mr. Sawyer spoke, by the time I arrived here, which 
was on the 7th of August, the Korean situation was pretty intense 
and demand for the break out of ships, which we hadn't any idea 
would come so soon, was in full force. We are very happy to be able 
to say that we got all of their datelines met and have since been able 
to meet further demands, so that, so far as I can discover, in no case 
has any requirement for ships by the Military Seas Transportation 
Service not been met, at least, for ships which they had requested us 
to make available. 


HIGH-SPEED CARGO-SHIP PROGRAM 


As you know, your committee took an active part in the high-speed 
cargo-ship program that was authorized in the Second Supplemental 
Appropriation Act, 1951. Plans were issued to the shipyards on the 
the 1st of December, bids were opened on the 30th of January, and 
awards for the first 25 ships were made on the 7th of February. The 
planning work is well in hand and the work in the yards is proceeding 
effectively. We are, of course, having some difficulty with materials, 
but this is being worked out with the National Production Authority. 

Mr. Anprews. Why are you having that difficulty ¢ 

Admiral Cocuranr. Steel is critical in a good many areas. 

Mr. Anprews. I think you should have top priority. 

Admiral Cocurang. There has been a good deal of discussion back 
and forth, and we are getting steel, but not as effectively as I would like 
to get it. As I say, it has been due, I think, to the fact that the Na- 
tional Production Authority is a new organization and isn’t yet tuned 
up to smooth, effective operation. 

Mr. Yares. Can’t they give you commitments on the supply of 
steel ¢ 

Admiral Cocurane. There have been changes in plans for handling 
it, sir. The first arrangement was to be done on what they called 
defense orders. Then they decided they would put us in on alloca- 
tions on a military plan, and, on this proposal, to tie it into a con- 
trolled-material plan. As I say, not one of those has been carried 
through with its full effectiveness.’ The ship companies are interested 
in getting this program ahead, as well. We are not satisfied as yet. 

Mr. THomas. It may be well to have this statement in the record at 
this point. Mr. Wilson and General Harrison have recently testified 
that they hope to get into effect a materials control plan not later than 
July 1 of this year, and when that goes into effect, certain quantities 
of materials will be allocated to the different agencies, and then the 
claimant agencies will go to the big pool and withdraw their part, and 
that is the only way that you will ever get jobs done. As of the present 
system here, just issuing steel orders, that will never get the job done. 
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Admiral Cocurane. Without being critical, of course, I think that 
the effort was made to start this program with the minimum of im- 
pact on the normal operations. And this job has been difficult; and, 
as I say, our job, of course, is to accomplish our results with a mini- 
mum of disruption of the normal activities. That is going ahead. 
I am not satisfied; I wouldn't be, until we get it more fully in effect 
and rolling smoothly. 


CONSTRUCTION SUBSIDY 


Two of the problems I found when I arrived in the Maritime Ad- 
ministration had to do with the operating differential subsidy sit- 
uation, and the construction subsidy. The construction differential 
subsidies, of course, applied to six ships which had been started back 
in 1948, and on which the construction subsidy was challenged by the 
General Accounting Office and by the Hardy committee. 

We have had a special committee operating under the Maritime 
Administration to review all of the facets of the construction subsidy 
problem, and they are recomputing the costs and the subsidies for 
those six ships. Of course, in late August, the Department of De- 
fense asked us to convert four of those vessels into troop transports. 
Subsequently, the United States Superliner was released from that 
request, and she is now going ahead as a passenger vessel; but we are 
carrying through simultaneously the preparation of plans for rapid 
conversion, if necessary, back to a troop ship. Three vessels that we 
are building for the American President Lines, on the other hand, are 


being completed as transports for ultimate allocation to the Military 
mM 5 . ‘ . rn * ° a8 ow 
Transportation Service. That has affected the subsidy provisions for 
those ships which we shall discuss when we come to the details of it. 


OPERATING DIFFERENTIAL SUBSIDIES 


The operating subsidy, again, is quite a complicated matter which 
has been changed by the very circumstances of a postwar period and 
has given a good deal of difficulty. Very little has actually been ac- 
complished in terms of accrued subsidies during the first 6 months. 
However, the Federal Maritime Board was able during the past week 
to approve the first tentative resumption contract since I have been 
here; eight others had been set up previously, so that progress is being 
made, and we hope to have others cleared up within the next few 
weeks, 

Now, Mr. Chairman, as I say, we started this budget, looking for- 
ward to peace, and you will see in its pages definite results of the 
reorganization in the form of estimated reductions in personnel. 
Those, I think, would have been greater in another year, had we con- 
tinued in peace operations. A number of people we have had to keep 
on or plan to keep on next year, even on a peacetime basis, are in- 
tended to clear up backlogs of work. As I pointed out, we are not 
facing that peacetime situation, so that, actually, some increases are 
clearly indicated for next year to take care of the emergency pro- 
grams. Those will be presented to you, of course, when we come up 
with a further submittal, after it has been prepared and submitted 
by the Budget. I think that covers pretty generally the broad 
situation. 
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Mr. Tuomas. That is a very nice statement and we are delighted 
to have it, Admiral. 

Gentlemen, if there is no objection, I will attempt to summarize 
this budget, and I think we can save the committee and the admiral 
and his staff. 

Admiral Cocnrane. The peacetime organization of this dual func- 
tion is set forth on page 101 of the presentation. 

Mr. THomas. Mr. Reporter, I wonder if you will at this point, in- 
sert pages 301 through 307 in the record, and you might also include 
page 108, 

(The pages above referred to are as follows :) 


Digest OF BupGET REQUEST, FISCAL YEAR 1952 
There follows for each of the Federal Maritime Board-Maritime Administra- 
tion programs comparisons of the fiscal year 1952 activities with 1951 and com- 


ments highlighting the areas of increase and decrease between the 2 years. 


Ship construction 














Fiscal-year Fiscal-year 

1951 estimate | 1952 estimate 
I ah ee | 1$292, 000, 000 0 
Bs STS GI Sa oi ih iccdwicicint hn Jactwcededatuquaccabaghbabobbides 287, 000, 000 0 
en Er SPOT ne a eh eden dagscbiemedenbiond 5, 000, 000 0 
Appropriation for prior-year programs. -...........-....------.-------------- 30, 000, 000 | $105, 000, 000 
RES e Ue Be REAR EME Te NS WAC LO ET SESE 35, 000, 000 105, 000, 000 








1 Also reauthorized was unobligated balance of 1950 funds in the amount of $58,063,950. 





A budget request for the construction of additional ships in fiscal year 1952 is 
being deferred pending further analysis of total lift requirements. The budget 
request for $105,000,000 is solely for the liquidation of previously authorized 
obligations incurred subsequent to July 1, 1946. 

Under construction as at January 1, 1951, were the following vessels: Three 
military transports, which upon completion will be transferred to the Department 
of Defense; two passenger vessels for prospective sale to the American Export 
Lines; one large passenger vessel for prospective sale to the United States Lines; 


and one C-3-type cargo prototype vessel for the Government’s account. 
The Second Supplemental Appropriation Act, 1951, authorized, subject to the 
approval of the Secretary of Commerce and the President, the construction of up 


to 50 high-speed C—4 cargo vessels. 


was the activation of shipyards within the limitation of $15,000,000. 


Operating-differential subsidies 


Also authorized by this appropriation act. 








Fiscal-year Fiscal-year 

1951 estimate | 1952 estimate 
Number of subsidized ships -_-_--.......-.---- airy td Cadcitn-dsssik Aindbctdicso aden besa aces 262 2h 
nO OIE OOO, sc aead pemiteeppeetbituenidhkiapeeetietmenh 1, 434 1,53 
ied alg Be oi his cheat cnodesidddbsathpiab aletaehdnked $60, 627, 000 $64, 606, 000 
rr leh na enahineodaoensedceepeantndaseebdenduacion a 3, 242, 000 6, 969, 000 
EY MIRNUIIED . dno 5 se cd eecs cenknaveneote POO. pants Homa Ned Gidea 57, 385, 000 57, 637, 000 
I ect inneenagasat dink deguinesakenshscnencajmnibebonnninamingigebnts 46, 749, 000 35, 000, 000 











Under current appropriation language, budget requests are made on the basis 
of estimated cash requirements rather than estimated subsidy accrual. The in- 


crease of $3,979,000 in estimated subsidy accrual between fiscal years 1951 and 
1952 is attributable to (a) full year’s utilization by American Export Lines of the 
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two new passenger vessels, S. S. Constitution and 8S. S. Independence (increase: 

$1,699,000) ; (0) full year’s subsidized operation by South Atlantic Steamship Co., 

with which company a contract may be executed during fiscal year 1951 (ina 
crease : $377,000) ; (c) subsidized operation by Gulf & South American Steamship 
Co., with which company a contract may be executed early in fiscal year 1952 
(increase : $669,000) ; (d@) inclusion in fiscal year 1952 of two Victory-type vessels 
for the round-the- world service (American President Lines, Ltd.) as compared to 
two such vessels in fiscal year 1951 and reinstatement of 8S. S. General Gordon for 
full year’s subsidized operation in fiscal year 1952 in the trans-Pacific (increase: 
$584,000) ; and (e€) miscellaneous increases in voyages and voyage days (in- 
crease: $650,000). 

Not included in the budget estimates are applications on hand for operating 
subsidies on 48 vessels to make an estimated maximum of 442 voyages. In order 
to provide some leeway in dealing with active as well as potential contracts, a 
voyage limitation in lieu of a vessel limitation is proposed in the 1952 appro- 
priation language. 


Salaries and expenses—administrative expenses 








Fiseal-vear- | Fiscal-year- 
1951 esti- | 1952 esti- Difference 
mate ! mate 








Personal services $8, =. oh $8, 137, 100 
Ship structure research, testing and models | 152, 500 
TI. A toacane 172 155, 000 
CU es Soph U wee tabenst aknakecadscscwacssscassee 412, 500 377, 500 











Total direct obligations | 9, 272, , 080 | 8 822, 100 


Average direct employment eg 744.8 | 1, 625. 2 | be 





! Excludes $500,000 (maximum) authorized in Second Supplemental Appropriation Act, 1951, for admin» 
istrative expenses involved in construction of high-speed cargo vessels. 


The proposed administrative employment for fiscal year 1952 is approximately 
15 percent below 1950 employment and approximately 7 percent below 1951 
employment. 

Decreases in average employment between fiscal years 1950 and 1951 are being 
reflected principally in the Division of Accounts, Field Construction Offices, 
Division of Vessel Operations, and the Division of Maintenance and Repair. A 
reduction of 52.8 man-years in the Division of Accounts is based on expected 
continued improvements in organization and manpower utilization and comple- 
tion of backlogged work. The reduction of 22.9 man-years in direct employment 
in the Field Construction Offices arises from the fact that (a) two passenger 
vessels and a cargo prototype vessel will be completed during fiscal year 1951, and 
(b) no provision is made in the estimates for administrative costs involved in the 
construction of up to 50 high-speed cargo vessels recently authorized by the 
Congress. The reductions of 10.1 man-years in the Division of Vessel Operations 
and 10.6 man-years in the Division of Maintenance and Repair arise from the fact 
that the submission of a Vessel Operating Functions budget for 1952 has been 
deferred and that no provision has been made at this time for the further repair 
and activation of vessels in fiscal year 1952. 

Small increases in average employments in certain offices are due to the fact that 
certain positions, particularly in the Office of the Administrator, Office of Board 
Members, and the Office of Subsidy and Government Aid, will be filled for a part 
of fiscal year 1951 and for a full year in 1952. 

An increase is requested in funds for ship-structure research, testing and 
models to permit the transfer of $100,000 in 1952 as compared to $15,000 in 1951 
to the Ship Structure Research Committee. This committee, representing the 
Army, Navy, Coast Guard, and Maritime Administration, represents the joint 
efforts of these interested parties to get stronger and safer welded-steel ships 
through research in design, materials, and welding methods. 
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Maintenance of shipyard facilities, operation 
terminals 


of warehouses, and maintenanc: 








Fiscal-year 
| 
| 





! 
Fiscal-year 








| 
| 1951 esti- 1952 esti- | Differenc 
| mate! mate | 
ee re a, | | | 
Shipyards: 3 | | | 
RINNE MONTONIUO 505i chs ich toes op -04p anna enesan $410, 500 | $455, 500 | +$45, (04 
ia is ellie icin Cuts winwibiai aa aioe aaite | 72, 500 | 319, 500 | +247, (0K 
pn Ps aS Sea ee ee a eee eee 483, 000 | 775, 000 | 4-299 (yy 
Warehouses: biel 
EERIE IT SN Ses Al AAR BEALS Bhd Pe | 412, 250 425, 980 +13, 73 
Other costs... ......- SFE 2 TOILE Oe Rat ABET 33, 750 44, 020 | +10, 2 
Total direct obligations-__._._._- eas RA a 446, 000 470, 000 124, « 
Terminals: | Bo 
I NR ge a inition dn in nkaevenpsinanpnnnakion guise 458, 200 | 473, 280 | +15, 08 
EST IRE LE Ra RAE ERT PR le Pie Ses 275, 800 496, 720 4-220), 92 
EE ey eer te ee er } 734, 000 970, 000 | 4-236), (i 
Grand total direct obligations...................-.-.--.- 1, 663, 000 ie 4552. iM 
Total average direct employment. -.-.........-.--..-.--.-- 385. 5 398.0 | +125 











The appropriation language for fiscal year 1952 combines into one limitation 
account the funds for the shipyard, warehouse, and terminal activities previous|y 
-arried under separate limitations. For detailed comparison of workload, 
operating costs, and employment, separate schedules and justifications have been 
included in the budget estimates. 


MAINTENANCE OF SHIPYARD FACILITIES 


Shortly after the close of World War II, it was determined that four Govern- 
ment-owned shipyards should be retained by the Maritime Administration in 
laid-up status for national-defense purposes. The Second Supplemental Appro- 
priation Act, 1951, includes funds with which these yards may be reactivated 
In the event such action is required for the fast cargo ship construction program 
also authorized by that act, a reduction or redistribution of the shipyard budget 
request will be made, subject to required approvals. 

The principal significance of the 1952 shipyard estimate is that provision is 
made for repairs and replacements, at a cost of $245,600, in order to eliminate 
the more critical maintenance deficiencies. The security force, which was aug- 
mented upon the outbreak of hostilities in Korea, is continued in 1952 at the 
current level. The maintenance staff, which was reduced to provide the 
increased security force, is restored to the level authorized by the 1951 appro- 
priation act. 

OPERATION OF WAREHOUSES 


The five domestic warehouses, two of which are located within the Administra 
tion’s terminals, will be continued in operation in 1952 at the same level as in 
1951 for the storage, preservation, receipt, and issuance of materials and equi) 
ment. Small increases are being requested to perform essential maintenance 
and preservation work. 

MAINTENANCE OF TERMINALS 

The four Government-owned marine terminals are leased to commercial oper 

ators. The estimates include $402,160 for performance by contract of the 


The same employment leve! 
The estimated net revenue from termina 


more urgent backlog of repairs and replacements. 


provided in 1951 is continued in 1952. 
operations in 1952 amounts to $498,000. 





Personal 
Other cc 

Tt 
Average 


The 
the reé 
and a 
withd 

The 
work 


Numbe 
Cumul: 
Basie p 
Recurri 
Cathod 


Appro} 
Less ec 

Ne 
Averas 


Th 
fiscal 


] ecr 


Iner 


cade 
mid: 
is p 
trai 
esti 





1357 


Reserve fleet expense 





Fiscal-year | Fiscal-year | 
195lesti- | 1952esti- | Difference 
mate mate | 


Personal services EL Sey ee tera - $5, 599,420 | $4,531,780 | —$1, 067, 640 
Other costs - - - ..-- bs Se Sle auehkneaaes 29, 1 80 | 1, 968, 220 | —1, 360, 960 


Total direct obligations col 8, 928, 600 6, 500, 000 2, 428, 600 
sverage direct employment suas Ghnnck wae heteaen 1, 847 1,413 | — 434 
| | 


The current state of world conditions makes it difficult to forecast accurately 
the requirements for reserve-fleet vessels, many of which have been repaired 
and activated as a result of the Korean emergency. No large-scale entries or 
withdrawals of vessels are reflected in the budget estimates. 

The following table affords a ready comparison of 1951 and 1952 preservation 
work accomplishment at the nine reserve-fleet sites : 


Fiscal-year Fiseal-year 
1951 estimate | 1952 estimate 


Number of vessels in fleets at close of fiscal year ; 

Cumulative basic preservation completed at close of fiscal ye ar -percent 

Basic preservation workload performed during year ..perceent 

Recurring preservation workload performed during year a percent 72 | 
Cathodie protection of vessel bottoms (number of vessels) - - - -- - 1, 469 | 











| Fiscal-year- | Fiscal-year- ; 
1951 esti- 1952 esti- | Difference 
mate mate 


Appropriation este “SSO ao $3, 605, 000 —$743, 520 
Less comparative tr: ansfer to ‘Salaries and expenses’ EE, 64, 280 0 +4, 280 


Net appropriation - - sass bdhasiasinieed ecreiteeaiaied eal 4, 284, 240 | 3, 605, 000 | —679, 240 
Average direct employment . neo be 594.8 | 600. 3 +5.5 


The net reduction of $679,240 in funds available for direct obligations between 
fiscal years 1951 and 1952 consists of the following items: 
Decreases : 
(a) Pay of cadet-midshipmen at Kings Point, N. Y_----- $666, 900 
(b) Pay of trainees at Sheepshead Bay, N. Y., and Ala- 
Been» GRR a Se ee ee oe Bee ee OO Oe 
(¢) Other er of expense (due to closing of Pass 
Christian, Miss., school and other savings) 17, 270 
————— $972, 
Increases : 
(d) Personal services___ 72, 280 
(e) Uniforms and textbooks for cadet-midshipmen 160, 000 
(f) Maintenance and repair of training stations__.___.__._ 54, 750 
(g) Purchase of motor vehicles 
930 


Net reduction, direct obligations___.---~-~ 79, 240 


The 1952 estimate substitutes a uniform and textbook allowance of $200 per 
cadet in lieu of pay in the amount of $65 per month ($780 per year) for cadet- 
nidshipmen at the Kings pone Academy. Also eliminated in the 1952 estimate 
is provision for payment of $125 per month to officers and $75 per month to other 
trainees at the Sheepshead Bay and Alameda upgrade training stations. The 
estimate for 1952 will permit the training of an average of 1,040 cadet-midship- 
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men and 2,640 merchant seamen taking upgrading and specialized courses. |; 
will also permit the maintenance of the St. Petersburg, Fla., school in a custodia| 
status and the opcration of the United States Maritime Service Institute whic) 
conducts correspondence courses for approximately 9,000 registrants taking 
20,000 courses. 
(h) Construction reserve funds 

Under regulations jointly issued by the Secretary of Commerce and the Secre. 
tary of the Treasury, American shipowners may deposit with the Administratioy 
proceeds from the sale or loss of vessels and earnings from operation of vessels 
for use in the construction or acquisition of new vessels. 
(i) Transfer of vessels to aliens 


The Administration regulates the sales to aliens and transfers to foreig: 
registry of vessels owned in whole or in part by citizens of the United States 
and documented under the laws of the United States, and, in time of war or 
national emergency proclaimed by the’ President, of vessels so owned without 
regard to documentation. 

(j) Mortgage insurance 

The Administration may insure mortgages on all types of passenger and cargo 
vessels, tugs, towboats, barges, dredges, and fishing vessels owned by citizens of 
the United States. To be eligible for such insurance, the purpose of the mort- 
rage must be to secure a new loan or advance to aid in the construction, recon- 
struction, or reconditioning of a craft, which project is determined to be econom- 
ically sound. 

Mr. Tuomas. It is very good. In fact, the whole budget is well 
gotten up. 

Admiral Cocurane. When we started this, we weren’t sure we woul! 
have the privilege of appearing before this committee, so it was pre- 
pared with perhaps more detail than you might have wanted it. 

Mr. Tuomas, That is all right, we like it. Asa matter of fact, here 
the Commission has four or five big, outstanding jobs, ship construc- 
tion, the operation of ship-construction subsidies, and operating-dif- 
ferential subsidies. Then, on the more or less administrative side, we 
have the warehouses, shipyards, the depots, the operation and expense. 
Then we have maritime training; then we have the reserve fleet, and 
then, under that big, broad category of “Administrative expense,” we 
have several subordinate functions here, that attempt to cover all these 
administrative functions, Then, last, but not least by any means, we 
have the old construction fund that has been covered into the Treasury. 
and funds are paid out on the certificate of the General Accounting 
Office. 

I think that briefly high-lights the high points of the activities of 
the Administration and the Board. Is that correct, Admiral ? 

Admiral Cocurane. Yes, sir. 


Sure ConstrRucrion 


Mr. Tuomas. Let us look into-the question of ship construction. At 
this point in the record, Mr. Reporter, will you insert page 501 and 
the general statement here beginning with “Ship construction” on 
pages 502, 503, 504, and 505? 
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(The material is as follows :) 


Summary—Ship construction 


[Fiscal year 1952 budget estimate $105,000,000 for liquidation of previously authorized obligations'] 





| Program 





| 
“| Total 

| 1947-48 1949 1950-51 

} 





Obligations authorized by Congress $99, 000, 000 _$104, 000, ¢ 000 |? $856, ¢ 663, , 950 | & 559, 663, 950 


Estimated construction costs._........-----.-.- “110, 639, 020 100, 685, 725 356, 663, 950 567, 988, 695 


Less 





fense _ 14, 051, 000 


0 32, 151, 000 
Purchaser’s $ 3, 763, 013 | ) 


| 
Reimbursement from Deen of De- | 
a 13, 446, 471 


Net direct me out) 82, 855, 5 562 


| 


386, 663, 950 


za 
x 
Appropriations and unfinanced obligations: g } 
Appropriations through fiscal year 1950 58, 000, 000 41,000,000 | 14, 663, 950 113, 663, 950 
Appropriations, fiscal year 1951_. | 30, 000, 000 0 5, 000, 000 35, 000, 000 
Fiscal year 1951 adjustment in appropri- | | 
ations (Second Supplemental Appropri- | 





ation Act, 1951) —11, 536, 710 


+16, 280, 232 | 4, 743, 








| 

| 

Total adjusted appropriations tarengh | 

fiscal year 1951____ | 76, 463, 290 | 
Unfinanced obligations, June 30, 1951. 6, 392, 272 | 
Appropriation request, fiscal year 1952 6, 392, 272 | 
Unfinanced obligations, June 30, 1952 0 
Cash position: | 
| 
| 
| 
| 


57, 280, 232 | 14, 920, 428 148, 663, 950 
25, 591, 480 341, 743, 522 373, 727, 274 
17, 907, 980 80, 699, 748 105, 000, 000 

7, 683, 500 | 261, 043, 77 268, 727, 274 


Expenditures through fiscal year 1950. _ _ __- 38, 467, 151 
Cash balance June 30, 1950 | 19,582, 849. | 
Appropriations fiscal year 1951 (adjusted) - 18, 463, 290 
Estimated expenditures fiscal year 1951__-_- 37, 996, 139 
Estimated cash balance June 30, 1951__...--| 0 
Appropriation request, fiscal year 1952 | 6, 392, 272 
Estimated expenditures, fiscal year 1952_-__| 6, 392, v. 
Estimated cash balance June 30, 1952. | 
Estimated expenditures beyond fiscal year 

1952 0 7, 683, 500 261, 043, 774 


16, 337, 758 430, 477 55, 235, 386 
24, 662, 242 14, 233, 473 58, 428, 564 
16, 280, 232 | 256, 478 35, 000, 000 
40, 942, 474 14 489, 951 93, 428, 564 

0 0 0 
17, 907, 980 80, 699, 748 105, 000, 000 
17, 907, 980 80, 699, 748 105, 000, 000 

0 0 








! Budget estimate of $105,000,000 was approved by the President prior to the passage of the Second Sup- 
plemental Appropriation Act, 1951 which increased available construction contract authority by $224,000,000. 
As a consequence of this increase in contract authority a supplemental appropriation of approximately 
$125,000,000 will be required by the end of fiscal year 1952. 

2 Consists of: 

Nee A a a ee ncn awmeneneial $64, 875, 000 
Less cost of pay ncreases 1950 (Public Law 583, June 29, 1950) 211, 050 


Net 1950 64, 663, 950 
Authorized for 1951_- 68, 000, 000 
CR fs oa 2. ake an an eeesadine sbeenvecetdacdadescoseset 224, 000, 000 


Se a ah a ie | ata ‘aceon 356, 663. 950 
Suip CONSTRUCTION 


A budget request for the construction of additional ships in fiscal year 1952 
is being deferred pending further analysis of total lift requirements. It is evi- 
dent that mobilization deficiencies exist in vessels of all types and that construc- 
tion of dry-cargo vessels, tankers, transports, and ore carriers should go forward 
on an orderly basis. The volume and rate of construction will depend upon 
the international situation and resulting military and commercial requirements. 
In view of these circumstances, the budget request of $105,000,000 is restricted 
to the liquidation of previously authorized obligations incurred subsequent to 
July 1, 1946. 


GENERAL STATEMENT 


In the interest of national defense and the development of this country’s 
foreign and domestic commerce, the Merchant Marine Act of 1936 stated, and 
the Merchant Ship Sales Act of 1946 reaffirmed as a declaration of policy that 
the United States shall have a merchant marine: 

“(a@) Sufficient to carry its domestic water-borne commerce and a substantial 
portion of the water-borne export and import foreign commerce of the United 
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States and to provide shipping service on all routes essential for maintaining 
the flow of such domestic and foreign water-borne commerce at all times, 

“(b) Capable of serving as a naval and military auxiliary in time of war or 
national emergency, 

“(c¢) Owned and operated under the United States flag by citizens of the 
United States insofar as may be practicable, and 

“(d) Composed of the best equipped, safest, and most suitable types of vessels, 
constructed in the United States and manned with a trained and efficient citizey 
personnel,” 

In furtherance of the above-stated policies and within funds authorized, the 
construction, reconstruction, and reconditioning of vessels may be undertaken 
under the following different arrangements: 

1. Construction for sale, with construction-differential subsidy, title V 

Any citizen of the United States may make application for a construction 
differential subsidy to aid in the construction of a new vessel to be used on 4 
service, route or line in the foreign commerce of the United States determined 
to be essential under section 211 of the Merchant Marine Act of 1936, as amended, 

Prior to approval of such applications it must be determined that: 

“(1) The service, route, or line requires a new vessel of modern and economical 
design to meet foreign-flag competition and to promote the foreign commerce 
of the United States ; 

“(2) The plans and specifications call for a new vessel which will meet the 
needs of the service, route, or line, and the requirements of commerce ; 

“(3) The applicant possesses the ability, experience, financial resources, snd 
other qualifications necessary to enable it to operate and maintain the proposed 
new vessel in such service, or on such route or line, and to maintain and con- 
tinue adequate service on said route or line, including replacement of worn out 
or obsolete tonnage with new and modern ships, and 

“(4) The granting of the aid applied for is reasonably calculated to carry out 
effectively the purposes and policy of this act.” 

Subsequent to the above determinations, but prior to or concurrently with 
contracting with a shipyard for the construction of a vessel, the Board must 
enter into a purchase agreement with the applicant. In arriving at the sales 
price of the vessel to the applicant, the construction cost of the vessel is reduced 
by the cost of features incorporated in the vessel for national-defense purposes 
(termed national-defense allowance) and the amount (termed construction- 
differential subsidy) by which the successful bid (excluding national-defense 
features) of the domestic shipbuilders exceeds the estimated cost of building 
such vessel (excluding national-defense features) in a representatives foreig! 
shipyard as referred to in section 502 (b) of the 1936 act. The constructio 
differential approved by the Board cannot exceed 3344 percent of the construc- 
tion cost of the vessel (excluding the cost of national-defense features) except 
that in cases where the Board possesses convincing evidence that the actua 
differential percentage is greater than that percentage, the Board may approv 
an allowance not to exceed 50 percent of such cost, except as otherwise provide: 
in subsection 201 (a) of the 1986 act. 

Payment for the vessel by the operator is ordinarily made on the basis of 
progress payments up to 25 percent of the purchase price during the course 0! 
the vessel’s construction, and payment of the unpaid balance over a period not 
to exceed 20 years with interest computed at 3% percent per annum. ‘These 
payments are deposited into miscellaneous receipts of the Treasury. 


2. Construction for sale, without construction-differential subsidy, title V 


Any citizen of the United States may make application for mortgage aid in 
the construction of a new vessel to be operated in the foreign or domestic trade 
Prior to approval of such applications, it must be determined that the granting 
of the aid applied for is reasonably expected to carry out effectively the purposes 
and policies of the Merchant Marine Act of 1936, as amended, and that the 
applicant possesses requisite qualifications. 

As in the previous case, prior to or concurrently with the execution of 4 
contract With a shipyard for the construction of a vessel, a purchase agreement 
must be executed with the prospective owner. In arriving at the sales price al 
allowance may be made for national-defense features. The prospective owner, 
except as hereinafter noted, makes progress payments up to 12% percent of the 
purchase price during the course of the vessel’s construction and pays the 
balance over a period not to exceed 20 years with interest computed at 31, 
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percent per annum. All payments by the purchaser are deposited into mis- 
cellaneous receipts of the Treasury. If the vessel being contracted for is less 
than 8,500 gross tons or is incapable of making a sustained speed of 14 knots, 
a 25-percent down payment must be made by the applicant. 


3. Construction for Government’s account, title VII 

Subject to prior approval by the President, vessels may be constructed for 
the account of the Government whenever it is determined that such vessels are 
necessary to carry out the declared policies and objectives of the Merchant 
Marine Act of 1936, as amended, and cannot be fully realized within a reason- 
able time, in whole or in part, under the provisions of titles V and VI of the 
act. Vessels constructed under title VII may be chartered for operation in an 
essential foreign service pursuant to section 714, without competitive bidding 
and under a charter agreement that authorizes the charterer the right to pur- 
chase within the first 5-year period. Subject to certain restrictions contained 
in sections 705 and 706, vessels built under this title for account of the Govern- 
ment may be chartered for foreign-service operation or sold for restricted or 
unrestricted operation, pursuant to competitive bidding. 
4. Reconstruction and reconditioning of vessels 

Construction-differential allowances may be made with respect to the recon- 
struction or reconditioning of privately owned vessels pursuant to section 501 
(ec) of the 1936 act. Mortgage credit up to 75 percent of the owner’s portion of 
the cost may be extended to him by the Government. 
5. Requisitioning of vessels for use or title during a national emergency 

During the national emergency, the Maritime Administration, under section 
902 of the Merchant Marine Act of 1936, as amended, may requisition for title 
or use Or may purchase any vessels owned by citizens of the United States or 
under construction in the United States and recondition or reconstruct such 
acquired property. 


CURRENT AND PROPOSED FISCAL YEAR 1951 SHIP CONSTRUCTION CONTRACTS 


Three military transports 

These vessels were started as passenger ships on August 18, 1948, and were to 
be sold upon completion to the American President Lines, Ltd., the sales price to 
be domestic construction cost less construction subsidy and national-defense 
features allowance. The vessels were to be operated with operating-differential 
subsidy in the round-the-world-service. By letter of August 29, 1950, and subse- 
quent communications, the Secretary of Defense, on the recommendation of the 
Joint Chiefs of Staff, requested that the three vessels be converted to military 
transports. The builder, New York Shipbuilding Corp., and the American Pres- 
ident Lines were notified of this decision on September 15, 1950. 

Construction of the vessels, under a revised contract, is proceeding at the ship- 
yard on a normal 40-hour week—one shift basis and under a fixed-price contract 
which provides for the repayment to the Administration of any profit. It is 
expected that the three vessels will be transferred to the Department of Defense 
by January 15, 1952. 

Although the transfer of the vessels to the Department of Defense will be 
effected without reimbursement of construction costs up to September 15, 1950, 
the Administration will be reimbursed by that Department for costs incurred 
subsequent to that date. 

Following is a statement of the estimated cost of converting the three vessels 
to transports: 





| 
Estimated cost as— 
Se See eR eS OE Ee 
Hull No. | | Inerease 
Passenger 
vessels 


rn | 
Transports 
' 
| 





$13, 500, 000 $18, 500, 000 | $5, 000, 000 
13, 500, 000 | 18, 250, 000 | 4, 750, 000 
13, 500, 000 | 18, 000, 000 | 4, 500, 000 


40, 500, 000 | 54, 750, 000 14, 250, 000 
| | 


80203- 
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Differences in the estimated cost of completing the vessels as transports are 
due to variations in the progress on the ships as at September 15, 1950, on which 
date hull No. 2914 was 70.47 percent complete, hull No. 2915 was 60.90 percent 
complete, and hull No. 2916 was 52.55 percent complete. 

The estimated cost of the vessels as transports is inclusive of conversion 
costs, adjustments on materials suitable only for the passenger vessels and 
presently under manufacture or in the yard, settlement costs on purchaser's 
authorized obligations and other termination claims. There has not been added 
to the estimated cost of the transports the partial down payments made by the 
prospective purchaser to the Government, since it is expected that these pay- 
ments can be refunded without requiring special appropriations. 


REQUEST FOR 1952 


Mr. Tuomas. It may not be amiss at this point to state that for the 
purpose of ship construction for the fiscal year 1952, the administra- 
tion is seeking $105,000,000, which is for the purpose of paying off 
to some extent contract authority created in prior years and, further- 
more, there is no request in the 1952 budget for additional funds 
looking toward the construction of ships. That part of the budget 
will be sent up later in the form of a supplemental. Is that correct, 
Admiral ? 


Admiral Cocurane. That is correct, Mr. Chairman. 


CONTINUATION OF SHIPBUILDING PROGRAM 


Mr. Tuomas. You have now pending, I presume, before the Bureau 
of the Budget, a request for the continuation of a shipbuilding pro- 
gram. 

Admiral Cocurane. It is not actually before the Bureau, but we 
are working with the Department of Defense in getting together a 
program. The uncertainties of the present situation have made that 
somewhat difficult. However, a program will come up which will 
inclade principally the additional dry cargo ships, some replacement 
troop transports, and probably some tankers, although we hope we 
can get a tanker program under way with private capital. 

Mr. Putiires. New tankers? 

Admiral Cocurane. New tankers; yes, sir. 


SHIPBUILDING PROGRAM 1951 


Mr. Titomas. It may not be amiss at this point to sort of summar- 
ize the shipbuilding program in the fiscal year 51. Contract au- 
thority was granted to the tune of $224,000,000 for the construction 
of some 50 fast cargo ships, and as a part of that program, $126,- 
000,000 in cash was granted, making a total of $350,000,000. The 
$126,000,000 cash was in the form of reappropriations in carrying 
forward the unused or unobligated funds from “48, ’49, and °50 to the 
tune of $126,000,000; and during fiscal years °51 and °52 you will com- 
plete some six ships, four big liners, and three military transports, 
which will be charged over to national defense. Is that true? 

Admiral Cocurane. Yes. The cost of those vessels subsequent to 
September 15, 1950, is to be reimbursed by the Department of Na- 
tional Defense. 

Mr. Tomas. It is interesting to note that unfinanced obligations 
as of the 30th of June 1952, and that includes the program up to date 
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of what has been started, will total $268,727,274, assuming that the 
$105,000,000 request for 1952 goes through. 

Admiral Cocurane, That is correct, sir. 2 

Mr. Tuomas. Now, Admiral, briefly comment on your building 
program which has been authorized in °48, ’49, 50, and 51, for which 
you are asking $105,000,000 in this budget to carry forward that 
pr And, let me repeat again, you will need $268,727,274, to 
program. , peat again, y (27,274, 
ultimately finish. Do you think that you can complete your entire 
program by the end of fiscal 52 or will it take through the calendar 
52 to complete it ¢ 

Admiral Cocuranr. The ships that are now under contract, Mr. 
Chairman, will substantially all be completed in calendar year 1952. 
There maybe a few of the fast cargo ships that carry over until the 
ith of February 1953, which is a 24-month period allowed for the 
last of those ships, the last five, one in each of the yards carries 
through until 53. 

Mr. Tuomas. Admiral, at this point, I am going to break your exist- 
ing program into two parts. The first part will have some two or 
three subheads, namely, your military transports and your four big 
passenger vessels—that is part 1. Part 2 will be your 50 new cargo 
ships. 


PASSENGER VESSELS 





Admiral Cocuranr, Three remaining, instead of four, three re- 
maining passenger vessels. 

Mr. Tuomas. Now, part 1, with reference to your three remaining 
passenger ships—comment briefly why those ships weren’t converted, 
as it was the original plan, at least, for one of them by the Joint 
Chiefs of Staff as late as August. Why weren’t they converted to 
military transport? Now, this committee set up those three ships. 
We did it against considerable opposition. We thought, that in start- 
ing those ships, that the mere starting of them was a good insurance 
policy against involvement of this country in war. I might say, the 
very purpose in starting them has almost arrived as of today. What 
is the occasion for not building those ships for Army transports 
rather than passenger vessels? There is no telling how many troops 
are in the Far East, and no telling how many will be sent to Europe 
in the next 12 to 15 months. It looks like it would be a wise thing 
to convert that ship now to a transport rather than go ahead and 
finish it up as a civilian boat, and then later turn around and spend 
another 5 to 7 million dollars in reconverting it to transport. It 
seems to me that somebody has made perhaps a bad decision, or per- 
haps are doing a little gambling that the times don’t warrant. Would 
you comment on that? I understand that is not your decision, 
whether those ships are to be converted or not. 

Admiral Cocurane. It was not our decision, Mr. Chairman. How- 
ever, on the 28th of August, at which time the situation did look 
severe, requests were made by the Department of Defense to take 
four of these vessels. The first decision took the United States super- 
liner, the big one. 

Mr. Tuomas. What is the complete cost of that—$80 million ? 


Admiral Cocurane. The estimate on that, today, is $80 million; 
yes, sir. 
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Mr. Tuomas. There are national-defense funds, alone, which is 
borne purely by the Government—around 45 to 50 million dollars, if 
my memory serves me correctly. 

Admiral Cocurane. $24,060,000 is the estimate. 

Mr. Tuomas. Now, if the ship is finished as a liner, how much money 
will it cost to reconvert it into a troop transport, and how long will 
it take? 

Admiral Cocurane. Mr. Chairman, it depends how thoroughly that 
conversion is made. A vessel can be put into troop service very 
promptly, of course, even in its condition as a passenger-carrying 
vessel, but to gain the full capacity, there is a good deal of work to be 
done, because it involves stripping out the old furniture, equipment, 
and so forth. However, the plans are being carried forward today to 
permit that to be done with a minimum of ripping-out of existing in- 
stallations, and that planned work is being carried on in parallel with 
design work for the vessels; so if the job has to be done, it will be 
facilitated to the maximum. I woul destimate it would take 4 or 5 
or 6 months to do it. 

Mr. Tuomas. How many dollars? 

Admiral Cocurane. I would say, roughly, 6 to 7 million dollars, 
perhaps 8. 

Mr. Tuomas. What is the completion date of the ship moving to- 
word that schedule; will it make that schedule ? 

Admiral Cocurane. She is a little behind schedule, due to the fact 
that she was delayed during the period that the conversion was 
ordered, which carriers from-the 15th of September until the 1st of 
November, and during that period, of course, we concentrated on 
conversion. The estimated completion date is April 52. Probably, 
she will be a little behind that, perhaps May. 

Mr. Tuomas. What about the other two big ones? 

Admiral Cocurane. The other two export line ships—the first one, 
the Jndependence, was delivered January 10, 1951, and that ship is 
now at sea, on her maiden voyage. The second ship is due in May 
of this year and will probably be a little late. 

Mr. THomas. What is the troop-carrying capacity of those two 
ships? 

(Off the record. ) 

Mr. Tuomas. What is the economical speed of those two ships? 

(Off the record. ) 

Mr. Pumurres. May I understand that? There are two smaller ves- 
sels which were to be delivered in January, the other about to be de- 
livered. Are they to be delivered for passenger use? 

Admiral Cocurane. That is correct, sir. They are being com- 
pleted as passenger vessels and one is in passenger service today. 

Mr. Puitiies. The big vessel is being finished as a passenger vessel! 

Admiral Cocurane. That is correct. This is on the request of the 
Department of Defense. They originally had asked us to make it a 
trooper, then the Ist of November asked us to return it to normal 
passenger design. 


(Off the record.) 
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HIGH-SPEED CARGO SHIPS 


Mr. Tuomas. This committee has been confronted with the argu- 
ment, several times, that the Russians were building submarines that 
were capable of traveling at 25 knots an hour, submerged; therefore, 
that these new cargo ships, whose economical cruising speed is 20 
knots, and whose top speed is 22 knots, should not be constructed 
because they would have to be convoyed in order to keep them from 
attack by the alleged fast Russian submarines, and for the further rea- 
son that since they would have to be convoyed, they should not be con- 
structed, but they should, instead, use the 2200 old cargo ships that we 
now have, whose economical cruising speed is between 8 and 10 knots 
an hour. Would you care to make any comment upon that argu- 
ment, Admiral? I think it all ought to be on the record; then you 
can take that part out, when you revise your remarks, because this is 
important. 

(Discussion off the record.) 

Admiral Cocnrane. I feel very strongly that the program for the 
fast cargo ships with a designed cruising speed of 20 knots, offers a 
very high level of security against prospective enemy submarine at- 
tack, and to that extent they would be immeasurably more effective 
and more valuable for the transport of military cargoes through dan- 
ger areas than are any of the existing cargo ships in our reserve fleets 
or in the hands of private operators under the American flag. The 
best of those, today, make 17 knots, the later class of Victory’s; other- 
wise, there are some C-3’s making 1614, a large group of the first class 
of Victory’s making a little better than 15 knots, and then this very 
large number of Liberty ships, which are designed to make 10 knots; 
but, actually, more at convoy speed make about 8 knots. 

Mr. Tuomas. Well, the 8-knot ships form what part of our total 
dry-cargo fleet? 

Admiral Cocnranr. We had, before the first of the year, about 
500 dry-cargo ships in private hands and about 2,000 in the reserve 
fleet. Of these, 1,700, roughly, are Liberty-type ships. 

Mr. Tuomas. What speed do they make ? 

_ Admiral Cocurane. They are the 8- to 10-knot ships. 

Mr. Tuomas. In other words, a little bit better than two-thirds of 
our entire dry-cargo fleet is capable of making only 8 knots as an 
economical speed. 

Admiral Cocurane. As a convoy speed; that is correct, sir. 

Mr. Tuomas. Are you still of the opinion that these 20- and 22- 
knot fast cargo ships can go unescorted 4 

Admiral Cocurane. I am quite strongly of that opinion, Mr. Chair- 
man and, as such, they will be considerably more effective than simply 
the ratio of speeds, because they can be dispatched when they are 
loaded, instead of having to wait for the convoys to be marshaled. 
They can proceed at their own best speed, instead of proceeding at 
the speed of the slow ship of the convoy. My estimate is that they 
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will be two and a half to three times as effective as the ships in thie 
old fleets. 

Mr. Tuomas. Two and a half to three times? 

Admiral Cocurane. That is correct, sir. 

Mr. Tuomas. Admiral, that is quite a saving in terms of dollars, 
precious oils, and other materials, and last, but not least, convoy ships 
and, certainly, manpower. 

Admiral Cocurane. The gain in manpower and the gain in stra- 
tegic materials through greater assurance that the important cargoes 
will get through, to me, is invaluable. 

Mr. Tuomas. And that, again, is in the same proportion that you 
have just detailed, two and a half to three times over and above the 
old ships? 

Admiral Cocurane. I think those are conservative figures, sir. 

Mr. Tuomas. Well, now, give us some of the details about the 
progress you have made in the contracting for and the allocation of 
these fast cargo ships. In that regard, as a part of the authorization, 
that $15 million should be spent for repair and acquisition of tools 
and equipment and rehabilitation of yards. You might comment on 
that angle of the program, too. 

Admiral Cocurane. The time schedule on the fast-cargo-ship pro- 
gram was pretty rapid. We placed a contract to draw plans from 
appropriations ahah had been included in last year’s budget in the 
amount of $5,000,000. In early November we got competitive bids for 
drawing contract plans and for drawing workings plans. Excuse me, 
I mean early October. The contract for that was placed on the Ist 
of November, with a 30-day delivery time for the contract plans. 
They were completed on the 1st of December and were made available 
to the various shipyards. The appropriation was passed on the 1st of 
January; proposals were issued at once, with an opening date on 
the 30th of January for bids. Bids were received, with very satis- 
factory results, for at least the first 5 yards, and notices of award 
were issued on the 7th of February for five blocks of five ships each 
to five different shipyards. 


SHIPYARDS CONSTRUCTING HIGH-SPEED SHIPS 


Mr. Tuomas. Will you name the shipyards and where they are 
located, and the price, at this point in the record? If you don’t have 
that information, insert it at this yoint in the record. 

Admiral Cocurane. The first five went to the Newport News Ship- 
building & Dry Dock Co., at a contract price of $7,775,000 apiece. 

Mr. THomas. Where is that yard located ? 

Admiral Cocurane. At Newport News, Va. The second block went 
to the Ingalls Shipbuilding Corp., in Mississippi, five vessels, at 
$7,898,000 each. The third block went to the Bethlehem Steel Co., 
Sparrows Point, Md., yard, five vessels, at $7,938,000 each. The 
fourth block, to the Bethlehem Steel Co., Quincy, Mass., plant, five 
vessels, at $8,296,000 each. The fifth block, to the Sun Shipbuilding 
& Dry Dock Co., Chester, Pa., five vessels, at $8,399,256 each. | 
would like to insert at this point-in the record, Mr. Chairman, the fact 
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that, while these prices are different, they were analyzed to represent, 
in fact, the costs in these various yards, and that the allowance for 
profit for the higher-cost yards was adjusted, so that it is less than the 
a of profit allowed for the low-cost yards. 
r. THomas. Now these contracts were let on the basis of open and 

competitive bidding ? 

Admiral Cocnrane. Open and competitive bidding ? 

Mr. Tuomas. Now these ships average anywhere from 734 million 
up to 814 million dollars, in rough figures ? 

Admiral Cocurane. That is correct, sir. ' 

Mr. Trromas. What were some of the other bids from other yards 
for this work? 

SHIPYARDS SUBMITTING UNSUCCESSFUL BIDS 


Admiral Cocuranr. The other bids are as follows: The Bethlehem 
Pacific Coast Steel Corp., San Francisco, Calif., for five ships, 
$9,591,000 each. From the New York Shipbuilding Corp., Camden, 
N. J., five vessels at $9,227,600 each. From the Kaiser-Frazer Corp., 
at Willow Run, for construction at the Richmond, Calif., yard—Gov- 
ernment-owned, incidentally—$9,882,352, that figure being without a 
correction—the valuation factor for the use of Government property. 
The bid from the Kaiser-Frazer Corp., Willow Run, Mich., for con- 
struction at the Vancouver, Wash., yard, five vessels, at $9,917,218. 
The final figure from the Gulf Shipbuilding Corp., of Chichasaw, Ala., 
block of five vessels, $10,526,706 each. There was another bid from the 


Moore Dry Dock Co., of Alameda, Calif., for only two vessels, at 
something over $10 million apiece. 


COMPLETION DATE OF HIGH-SPEED SHIPS 


Mr. Tuomas. Now these 25 that you have already let contracts for, 
when will those ships be completed and delivered; what are your 
delivery dates? 

Apmirat Cocurane. The earliest delivery date is June 1952, and 
the program carries through to the 7th of February 1953, which was 
the 24-month period from the date of the award of contract. 

Mr. THomas. Twenty-four or twelve months? 

Admiral Cocurane. Twenty-four; that is, to February 753. 

Mr. Tromas. Well they will average about 18 to 19 months in 
delivery date? 

Admiral Cocurane. Yes. The actual schedule is for deliveries as 
now set up is as follows: June °52, 2 vessels; July to the 1st of October 
52, 11 vessels; the 1st of October to the 1st of January °53, 8 vessels; 
and from January to the 7th of February °53, 4 vessels. 

Mr. Tuomas. How do you intend to dispose of the other 25 that you 
now have authority to construct ? 

Admiral Cocurane. Mr. Chairman, to allow for changes and extras 
and escalation. we increased the contract obligation by a figure of 
$30,184,720, so that the total obligation we have set up for these first 
25 ships comes to $231,680,000, or an average per ship of $9,267,200. 
That gives us a balance available of $116,633,950. We expect to let 
additional contracts in the near future which probably will include 
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two more blocks of five ships each, which will run at a somewhat higher 
average figure than that which we now have, perhaps in total obliga- 
tion as much as $10 million apiece, which will take us up another $100 
million, which will leave us about $16 million within the budget. So 
that we probably will get out of the appropriation 35 ships rather 
than the 50 that we had estimated. That is due to the fact, of course, 
that prices have gone up and that we have had to provide a greater 
escalation figure than we had expected to. The award of those ships 
in two groups of ships was influenced, first, by the fact that bid prices 
were high, and, second, by the fact that the Bureau of the Budget 
and the Office of Defense Mobilization wanted to see what the impact 
of the first block would be on the economy of the country. I am sure 
that those restrictions can be released as soon as we are ready to place 
additional contracts. We have been in negotiation with the other 
shipbuilders to assure that we would get satisfactory prices before any 
further contracts are let. 

Mr. Puuuires. I didn’t understand. What restrictions can be re- 
leased ? 

Admiral Cocurane. The Budget and the Office of Defense Mobili- 
zation have asked us not to award more than 25 in the first block. 


RESEARCH AND TESTING 


Mr. Tuomas. You want here $152,000 against $50,000 for 1951 for 
“Research and testing.” I believe you have got that set out as an 
earmarked item in your appropriation language of the committee 
print too. 

Admiral Cocurane. That is correct, sir. 

Mr. Tuomas. Since there are no starts in 1951, and no starts in 
1952, for construction of ships under subsidy differentials, and you 
have already got your *52 ship started, why can’t we cut out that 
entire amount of $152,000, Admiral? I skipped that item awhile ago. 

Admiral Cocnrane. The chief reason we want to maintain it is 
that it involves our contribution to an over-all research program. 

Mr. Tuomas. I know, it goes back to the Navy, and they have got 
more money than you have. 

Admiral Cocuranr. It is not entirely Navy; actually, the Coast 
Guard. 

Mr. Tuomas. Well, they will be under the Navy in about 30 more 
days, wouldn’t they? 

Admiral Cocurane. I hope not. They could be. Most of this 
program started, of course, through the difficulties that arose out of 
the Liberty-ship program. 

Mr. Tuomas. It is a recurring program every year. 

Admiral Cocurane. Well it is quite a job to find out just what 
we have to do to stop this epidemic of cracks that developed in the 
Liberty — during the war; and that program is not yet finished, 
and we would like, of course, to settle it. Today we are still carrying, 
in all of our ships, even those we put back in service from the fleet, 
riveted strap joints which we call crack stoppers. What we want 
to know is how to build ships that will not start cracking, in the first 
place. Every ship that is built today, of any size, has riveted con- 
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nections from the main deck to the side of the ship, and riveted 
connections down at the turn of the bilge, so that, if a crack does 
start, it wouldn’t be propagated around the ship itself; but we are 
anxious to find out how to build ships without that. 

Mr. Tuomas. We have had that same item for 4 years. 

Admiral Cocnrane. This committee was started back in 1943, and 
the program is not yet finished. 


OPERATING-DIFFERENTIAL SUBSIDIES 


Mr. Tuomas. Let us look at your operating-differential subsidies. 
At this point in the record, Mr. Reporter, will you insert pages 601 
through 607? 

(The material is as follows:) 
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OPERATING-DIFFERENTIAL SUBSIDIES 
























Under authority of the Merchant Marine Act, 1936, as amended, specifically 
title VI thereof, operating-differential subsidies may be paid to citizens of the 
United States operating vessels in the foreign commerce on essential routes, serv- 
ices, and/or lines. The operating-differential subsidy (subsidy accrual) so deter- 
mined is intended to meet the disparity in operating costs between that of the 
United States flag operator and its foreign-flag competitors operating over the 
same essential trade route, service, or line. 

The Merchant Marine Act, 1936, as amended, provides for annual payments 
of subsidy accrual in full to operators and the recapture by the Government at 
the end of each 10-year period of 50 percent of the operator’s profits in excess of 
10 percent of capital necessarily employed in the business, computed annually 
but averaged over the 10-year period (recapture accrual). However, under the 
act the amount recovered by the Government cannot exceed the total subsidy 
paid to the operator for the period involved. 

In keeping with recent appropriation acts and in order that funds representing 
recapture accrual would not be impounded in the special reserve fund of each 
subsidized operator during a 10-year recapture period, new subsidy contracts 
and prewar subsidy contracts which have been reactivated since the beginning 
of the postwar period have provided for the withholding annually of the cumu- 
lated recapture accrual from subsidy accrual. This procedure, which has been 
the basis for estimating appropriation requests and which has been incorporated 
in the current active subsidy contracts, is summarized as follows: 

(1) For any calendar year during any recapture period, the subsidy payments 
shall be not less than 5 percent of the subsidy accrual. 

(2) The cumulative subsidy payments at the close of any accounting year, after 
all necessary adjustments have been made in favor of the Administration or the 
operator, shall not exceed the excess of the cumulated subsidy accrual over the 
cumulated recapture accrual by more than 5 percent of the subsidy accrual for 
: said calendar year. 

a (83) No subsidy shall have been withheld as at the end of any accounting year 
as an offset to recapture accrual, after audit and after all adjustments have been 
made as to prior years between the Maritime Administration and the operators, 
unless the opertor has averaged in excess of 10 percent on capital necessarily em- 
a ployed in the business for the expired portion of said recapture period. 

4 Nore.—As to the first recapture period of subsidy contracts executed prior to 
3 World War II, the withholding procedure referred to above applies only to the 
calendar years within said recapture period as come after World War IT. 























ADVANCE PAYMENTS TO OPERATORS 


























Full subsidy payments Gue an operator with whom contracts have been exe- 
cuted may not be made until (1) final operating-subsidy differentials are deter- 
inined by the Federal Maritime Board (viz, percentages of domestic costs of 
2 subsidizable items such as wages, subsistance, maintenance, repairs, and insur- 
2 ance, such percentages representing the disparity in operating costs between 
4 United States flag operators and foreign competitors) and (2) audits of the ac- 
counts of the operator are made by Maritime Administration auditors. In keep- 
ing with the Merchant Marine Act, 1936, as amended, executed subsidy contracts, 
and recent appropriation acts, the following procedure has been adopted in 
aking progress payments to operators: 

(a) Up to 75 percent (reduced to 50 percent starting January 1, 1950, where 
final subsidy differentials have not been computed) of estimated subsidy payable 
is paid to the operator after administrative review of submitted vouchers but 
prior to audit of account, provided tentative operating subsidy rates have been 
established. 

(b) Up to 90 percent of estimated subsidy payable is paid to the operator after 
audit of operator’s subsidizable expenses, provided final operating subsidy rates 
have been established. 

(c) After payments up to 90 percent, the balance of the subsidy payable is paid 
to the operator following a complete audit of the operator’s accounts. 








STATUS OF CONTRACTS 





The former Maritime Commission, under date of December 6, 1946, authorized 
the resumption of prewar subsidized operations as to voyages commencing on 
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and after January 1, 1947, subject to the Commission making all of the necessary 
findings under title VI of the Merchant Marine Act, 1936, as amended, in each 
case. Subsequently, by mutual agreement, the effective date as to the United 
States Lines and American Export Lines was changed to January 1, 1948. 

As at December 1, 1950, the prewar subsidy contracts with the following com- 
panies have been modified to cover resumption of subsidy payments: American 
Mail Line, Farrell Lines, Grace Line, Lykes Bros., Mississippi Shipping, Seas 
Shipping, and United States Lines. In the case of United States Lines, a separate 
subsidy contract on the steamship America has been executed effected August 
1948 and the resumption contract on this company’s cargo vessels expired on 
December 31, 1949. A new contract with the Pacific Argentine Brazil Line, Inc., 
was executed on January 26, 1949. 

As of December 1, 1950, resumption contracts had not been executed with the 
following companies: 

American Export Lines, Ine.: Execution of contract has been delayed pending 
the reaching of an agreement with the operator covering the Government’s right 
to review the construction subsidy and national defense allowances on passenger 
vessels under construction and construction differential allowances on better- 
ment contracts. It is hoped that these questions will be resolved during fiscal 
year 1951, so that a postwar resumption operating subsidy contract can be 
executed. 

American President Lines, Ltd.: The situation here was similar to. that of 
American Export Lines, Inc. However, the decision to complete as transports the 
three passenger vessels that were being constructed for this company makes 
highly probable the execution in fiscal year 1951 of a postwar resumption operat- 
ing subsidy contract. 

Moore-McCormack Lines, Ine.: All of the factors that have contributed to the 
delay in the execution of the operating-differential subsidy resumption contract 
applicable to cargo vessels of Moore-McCormack Lines have been tentatively 
disposed of and it now appears probable that the resumption contract will be 
executed early in calendar year 1951, 

New York & Cuba Mail Steamship Co.: Subsidy with respect to cargo vessels 
has been accruing on the vessels of this operator, effective January 1, 1947, sub- 
ject to the Board making all of the necessary findings in this respect and also 
subject to the operator agreeing to a satisfactory passenger program for replac- 
ing passenger vessels operating on its subsidized services prior to the war. 
Negotiations have been carried on over a long period but no satisfactory solution 
has been found to the replacement program. It is yet possible that an amended 
subsidy contract will be executed by the close of fiscal year 1951. 

The Oceanic Steamship Co.: The situation with respect to this company is 
somewhat similar to that of the New York & Cuba Mail Steamship Co.; that is, 
negotiations have been carried on over a long period without reaching an agree- 
ment under which Oceanic’s prewar passenger service could be reestablished. 

United States Lines Co.: A new cargo service operating subsidy contract was 
authorized by action of the United States Maritime Commission on April 15, 
1949, to become effective January 1, 1950. However, such a contract has not yet 
been executed because an agreement has not been reach with the operator under 
which the construction differentials and national defense allowances incorpo- 
rated in the sales contract of the superliner may be reviewed and revised, if 
necessary. 

APPLICATIONS PENDING, INCLUDED IN BUDGET ESTIMATES 


Applications for operating subsidy contracts for the Gulf & South American 
Steamship Co., Inc. (trade route 31, United States Gulf coast to west coast South 
America) and for South Atlantic Steamship Line, Inc. (trade route 11, United 
States South Atlantic ports to United Kingdom and Ireland) are now on file. 
In the former case, there is foreign-flag competition, but there is no other 
American-flag operator operating on the trade route for which a subsidy has 
been requested and, therefore, no statutory public hearing is required. As to the 
latter company, there is both foreign and United States flag competition in the 
service involved. Therefore, a public hearing was held some time ago, pursuant 
to section 605 (c) of the 1936 act, following which hearing the former Maritime 
Commission determined that this provision of law would be no bar to awarding 
a subsidy contract to this company. It is possible that a contract with South 
Atlantie will be executed during fiscal year 1951 and a contract with Gulf & 
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South American early in fiscal year 1952. However, since subsidy rates will 
probably not be determined by the close of fiscal year 1952, payments are not 
estimated to be made prior to June 30, 1952, to these two companies. 


APPLICATIONS PENDING, NOT INCLUDED IN BUDGET ESTIMATES 


The following companies have applications for operating-differential subsidy 
presently on file before the Federal Maritime Board: 





| Number of | Maximum 
Vessels | Voyages 


Operator Trade route No. 





Arnold Bernstein Line, Inc.....| 8 (United States North Atlantic ports to | 
Antwerp and Rotterdam). 
Black Diamond 8S. S. Corp ee ; 
Pacific Far East Line, Inc_.._..| 29 (California ports to Far East) _- 
Pacific Transport Line, Ine oe 4 : rd : 
United States Lines Co 8 (United States North Atlantic ports to 
Antwerp and Rotterdam). | 
ee aa, MOS. 6k Lecwciaces 25 (United States Pacifie to west coast South | 


America, Central America and Mexico). 
4 (United States Atlantic to Caribbean ports) _| 


1 Has applied for expansion of trade route No. 25 to include calls on Caribbean ports to and from west coast 
of United States. 











In the case of Arnold Bernstein Line, Inc., a hearing was held under section 
605 (¢c) and the former Maritime Commission determined that this section would 
be no bar to the award of a subsidy contract to this company. However, the 
Department of Defense now has custody of the two passenger vessels for whicb 
subsidy was requested and therefore no subsidy for this company has been in- 
cluded in the budget estimates. 

In all other cases, public hearings which are required under section 605 (c) 
in connection with each applicant either have not been scheduled or have been 
scheduled but not concluded, and therefore no subsidy for these companies has 
been included in the budget estimates. No action has been taken on the applica- 
tion of the Black Diamond Steamship Corp., said company having requested that 
no action be taken thereon until further advice from it. 


SUBSTITUTION OF VOYAGE LIMITATION FOR VESSEL LIMITATION 


In the Independent Offices Appropriation Act, 1951, under the heading of 
“Operating-differential subsidies” there appears the following provision: 
“* * * That no part of the foregoing appropriation shall be available for 
obligation, nor any obligation made, for the payment of an operating-differential 
subsidy for any number of ships in excess of the number of two hundred and 
sixty-three, unless a certificate has been received from the Director of the 
Bureau of the Budget, with the approval of the Secretary of Defense, that an 
operating-differential subsidy is required for a large number of such ships in 
connection with national defense: * * *.” 

In lieu of the above limitation of 263 vessels there is proposed a limitation 
of 1,523 subsidized voyages for fiscal year 1952. This voyage limitation would 
be an advantage over the vessel limitation in that it would provide some leeway 
in dealing with active or potentially active contracts on hand. Under a vessel 
limitation a subsidized vessel, even when it is in idle status or on non- 
subsidized voyages for certain periods, continues as a charge against the 
limitation. Under a voyage limitation where current contractors’ voyages are 
temporarily or permanently reduced some measure of flexibility is afforded the 
Federal Maritime Board in dealing with new applications for operating-differ- 
ential subsidies or in modifying existing contracts. 
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Following is a schedule which indicates by certain categories the number of 
subsidized vessels and voyages contemplated in fiscal year 1952: 





Number of voyagesin | Numbe: 





Number contract of voyag: 
* estimate | 
of vessels in 1952 


Minimum | Maximum | budget 





= 
I iin san btinnaavhimmmbaeediunek 121 505 692 654 
Resumption letter contracts subject to further actions 
by the Board before execution of formal resumption 
CN votive bitte antindinmntntbanbtiterpwlenppaiinonintits 125 650 739 707 
Prewar contracts where there are neither formal nor 
letter contracts due to failure thus far to reach an 





agreement on replacement program -_.-- Svoucmubges es 10 106 119 114 

Applications pending for new contracts included in 
FS SR ae ee bee a Pats 8 42 60 48 
DS ic cenncuntcdbeyaubanweciescess siceseowaue 264 1, 303 1,610 1, 523 

















1 Excludes applications pending for 48 vessels and 442 voyages (maximum) which are not included in 
1952 budget. 


In arriving at the estimated number of voyages for fiscal year 1952, there has 
been included the maximum voyages permitted under each contract, when the 
information on hand indicated that the subsidized vessels of the operator con- 
cerned would be able to make the maximum number or more. On the other 
hand, when it appeared from the estimated turn-around time that the company 
would not be able to make the maximum number of voyages stipulated in the 
contracts with its available vessels, the maximum number which it was esti- 
mated that the subsidized vessels could make was substituted for the maximum 
number provided in the contract. 


COMPARISON FISCAL YEARS 1951-52 SUBSIDY ACCRUAL 


The increase in subsidy accrual in fiscal year 1952 over 1951 amounts to $3.- 
979,000. This increase is due to the following factors: 

(a) The utilization by American Export Lines of two new passenger vessels 
(Steamship Constitution and Steamship Independence) for a full year’s opera- 
tion in fiscal year 1952 as compared with a partial year’s operation in fiscal year 
1951. Subsidy accrual on these vessels in 1951 amounts to $2,018,000; subsidy 
accrual in 1952 amounts to $3,717,000, or an increase of $1,699,000. 


REQUESTED CHANGE OF LIMITATION FROM SHIP TO VOYAGE BASIS 


Mr. Tuomas. I note here, Admiral, that as far as the operating 
differential subsidy was concerned, the Independent Offices Appro- 
priation Act of the fiscal year 1951 put a limitation of 263 ships for 
the fiscal year 1951 that would receive an operating-differential sul- 
sidy, and that the request for the fiscal year 1952 changes that limita- 
tion and removes the limitation from 263 ships and makes it on 
voyages, and the number of voyages for 1952 is 1,523; and trans 
posing that into number of ships would be 264. Is that correct ? 

Admiral Cocurane. That is correct, sir. The proposal, if we 
should have a limitation, to make it on a voyage basis rather tha 
a ship basis, was because it is a more realistic protection. Some ship- 
will make a voyage that lasts months, and others will make voyage: 
which turn around in a matter of weeks. In order that we can view 
the thing quite objectively, and get the advantages, if any, and some 
flexibility in the operation of the subsidy, the voyage limitation seem- 
es to be a much more realistic one than the number of ships 01 
subsidy. 
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NUMBER OF SUBSIDIZED OPERATORS, 1951 


Mr. Tuomas. Now, how many subsidized operators do you have 
operating in the fiscal year 1951 ? 

Admiral Cocnraner. There are now eight lines, which are listed 
on page 603, the bottom of the paragraph, just at the bottom of that 
page—American Mail Line, Farrell Lines, Grace Lines, Lykes Bros., 
Mississippi Shipping, Seas Shipping, United States Lines, and the 
Pacifice-Argentine-Brazil Lines—that are now operating with a 
subsidy. 

SSTIMATE OF SUBSIDIZED OPERATORS, 1952 


Mr. Tuomas. At this point, put the table on page 610, which shows 
that your estimate for the fiscal year 1952 will include subsidies for 
15 ship lines, and they are set out. 

(The page above referred to is as follows :) 

Operating-differential subsidy—Summary statement, fiscal year 1952 








Expenditures 
| Domestic | 
| cost of Subsidy | Subsidy 
| 





subsidized | accrual | payable | y.. 4 Beyond 
items | rere a Sead 


| 
| 
| 





American Export Lines, Ine a $24, 429, 000 ($11, 700, 000 ($10, 600, 000 | $5, 962, 000 $4, 638, 000 
American Mail Line, Ltd_. ps , 258,000 | 2, 000 | 2,140,000 | 938, 000 , 202, 000 
American President Lines, Ltd_. | 14,870,000 | 7,025,000 | 4,402,000 | 2, 215, 000 2, 187, 000 
Farrell Lines, Ine Ste ee | 6,857, 000 2, 951, 000 , 951, 000 1, 660, 000 | , 291, 000 
Grace Line, Ine cat | 8,370,000 | 3,637,000 | 3,500, 000 1, 969, 000 , 531, 000 
Gulf & South American Steamship Co., | | | 

Ine ‘ ss deo | 1,526,000 | 669, 000 532, 000 | 0 532, 000 
Lykes Bros. Steamship Co., Inc. __- } 19,984,000 | 8, 740, 000 , 114, 000 3, 793, 000 5, 321, 000 
Mississippi Shipping Co., Inc | 7,109,000 | 2, 793, 000 476, 000 1, 547, 000 929, 000 
Moore-MeCormack Lines, Inc : 25, 022, 000 | 10, 178, 000 . 075, 000 4, 048, 000 5, 027, 000 
New York & Cuba Mail Steamship Co____| 2,458,000 | 1, 026, 000 , 026, 000 | 578, 000 448, 000 
The Oceanic Steamship Co__- ; | 1,602, 000 698, 000 | 698, 000 393, 000 305, 000 
Pacific-Argentine-Brazil Line, Inc. - | 1,745,000 | 808, 000 924, 000 520, 000 404, 000 
Seas Shipping Co., Ine oes 3, 902,000 | 1, 742, 000 , 742, 000 980, 000 762, 000 
South Atlantic Steamship Co., Inc ‘ 645, 000 | 754, 000 250, 000 | 0 250, 000 
United States Lines Co_...._._.-- ..| 22,439,000 | 9. 745, 000 3, 207, 000 ; 000 | 4, 505, 000 


TOME nos occ é oak rs 3, 216, 000 | 64,606,000 57,637,000 | 26, 305, 000 31, 332, 000 





Adjusted to include recapture accrual withheld from previous year as operator shows estimated loss 
n fiscal year 1952. 
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Admiral Cocurane. I was going to say, there are six additional] 
companies—and this is on page 604—on which notices of resumption 
contracts have been given, but the actual contracts have not been 
executed. 

Mr. Tuomas. And as of today, how many subsidized lines do you 
have; is it eight or seven? 

Admiral Cocurang. Eight, and five to which we are committed, 
and two additional ones for which we have applications. 

Mr. THomas. And for 1952, you have seven more lines not included 
in your 1952 calculations who seek subsidized lines, who request the 
operation in the subsidy of 48 ships and 442 voyages, not included in 
your 1952 estimate; and those lines and number of ships have been 
included in the statement, and they are located on page 605. 

Admiral Cocurane. That is correct, sir. 


REQUESTED OPERATING-DIFFERENTIAL SUBSIDIES, 1952 


Mr. Tuomas. Now, for the fiscal year 1952, you are seeking $35 
million cash for operating~differential subsidies; is that correct? 

Admiral Cocurane. That is correct, sir. 

Mr. Tuomas. And for 1951, how much did you get—$53,089,000? 

Admiral Cocurane. That is correct, sir. 

Mr. Tuomas. And now, for ’52, you will have unfinanced obligations 
as of June 30, 1952, of $67,734,607? 

Admiral Cocurane. That is correct, sir. 


SUBSIDY ACCRUAL, 1952 


Mr. Tuomas. And what will be your accrual, your total accrual, 
in 1952; is that the correct figure, $67,734,000; is that your accruals? 

Admiral CocHrane. $64,606,000. 

Mr. Tuomas. Is it 64 or 67? Subsidy accrual will be $64,606,000 
for 1952. 

Admiral Cocurane. That is correct. 

Mr. Tuomas. And you are requesting a cash appropriation of 
$35 million. 

Admiral Cocurane. That is correct, sir. 

Mr. Tuomas. Now the question is, where is that difference coming 
now, between $64 million, which you actually owe in 1952, and what 
you will actually pay out of $35 million? In other words, about « 
$31 million difference; where is that coming from, $30 million—or 
$29,500,000, to be exact? 

Admiral CocHrane. Some of that comes, of course, from the esti- 
mated withholdings. 

Mr. Tuomas. That is relatively small. That is only 3 or 4 million 
dollars. Withheld will be $6,900,000 for 1952. 

Admiral Cocuraneg. And the probabilities are that the contracts 
wouldn’t be cleared up so that they can be covered. 

Mr. Tuomas. Well, the thing that we are interested in during these 
periods of tremendous volumes of shipping, why is it necessary to 
have any subsidy at all? 

Admiral Cocurang. Only because we have contracts outstanding, 
Government obligations, that we need to meet. If we get back 
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into a more intense mobilization, full mobilization, of course, all of 
this is just suspended, as during the last war. 


SUSPENSION OF SUBSIDIES DURING EMERGENCY PERIOD 


Mr. Tuomas. Here is the reason I am asking you that: These 
budgets were prepared in September, weren’t they? 

Admiral CocHrane. That is correct. 

Mr. Tuomas. July, August, and September 1; fiscal year was less 
than 24% months old when these budgets were prepared. We all 
know that the volume of shipping now is perhaps the greatest it has 
been since 1946 and ’47. So these figures certainly can’t be realistic, 
under the present conditions, can they? 

Admiral CocHrane. That is unquestionably true, sir. 

Mr. Tuomas. And the Maritime Commission didn’t pay any 
subsidy, because the ship operators didn’t need any during the war, 
and as a matter of fact from ’41 through ’47 no subsidy was earned; 
isn’t that correct? 

Admiral Cocurane. Subsidy contracts were all suspended, as I 
understand it, sir. 

Mr. THomas. What period was that—’41 through ’47? 

Admiral Cocurane. I think ’42 through ’46. 

Mr. Tuomas. Certainly ought not they be suspended during the 
calendar year 1951; and in that regard, 1 was amazed to read these 
tables here, where in ’52 there are two or three lines here that will 
claim they will lose money during the fiscal year ’52—Lykes Bros., 
Pacific-Argentine-Brazil Lines—they claim they will lose money 
in ’52? 

Admiral Cocurane. Those, of course, were on the basis of the esti- 
mates that were then submitted. 

Mr. Tuomas. And for fiscal ’51. It is equally amazing that here 
are four lines that claim they will lose money—the American Mail 
Line, Moore-McCormick Line, New York-Cuba Line, the Oceanic 
Steamship Co.—and here is one company, the Moore-McCormick Lines, 
that will have an actual subsidy accrual of $10,400,000 which will be 
paid out of the Treasury of the United States and even with that sum, 
they claim they will lose money. The plain truth of the matter is 
that those figures were compiled only in the tail end of the first quarter 
of 1951 and they are not realistic. ‘They were just guessing and pro- 
tecting themselves, which would be the normal and human thing to 
do. 1 guess it is quite understandable. 

_ Admiral Cocurane. In the passenger-carrying trade, it is almost 
PP ergs to operate under the American flag without incurring a 
deficit. 

Mr. Tuomas. Now, using that word “accrual,’? Admiral, in the 
sense that we all want to put the same interpretation on it, you use 
the word “accrual’’ with reference to subsidies as that which they will 
actually earn during any fiscal year; is that correct? 

Admiral Cocurane. That is correct; and, of course, if it is perfectly 
evident they are going to make money above the 10 percent of the 
capital necessarily involved, then we withhold the recapturable portion 
of the subsidy. As a matter of fact, the contracts provide that half 
of excess profits will be returned to the Government. Where they 
are in a 100-percent recapturable position, we only give them a 
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5-percent payment, subject to later recapture after audit of profits, 
Now passenger-carrying service practically never gets into that zone: 
but in the dry-cargo services they frequently do, and under the present 
conditions most of them are asking additional tonnage. They are 
running full. 

Mr. Tuomas. Now for the last 6 months, say, beginning in July or 
August of 1950, certainly, none of these ships should be in a position 
where they could earn any subsidy, shouldn’t they, in these ship lines? 

Admiral Cocurane. I think that that probably is generally true 
of the cargo liners, that is, the dry-cargo ships. It isn’t true of the 
passenger-carrying vessels. . 

Mr. Tuomas. Well, now, as of some recent date, say, the first of 
this year, certainly, you ought to have some information that is up 
to date and realistic, information that you have, say, of March |, 
this year, as to what will be your unexpended balance of your 195! 
subsidy funds. 

Admiral Cocurane. One of the things, of course, that is happening 
is that as we straighten out these resumption contracts, those that are 
listed on page 604, there are back accruals that become payable, and 
those are funds which have been carried on the receivables of these 
companies up to now for 3 or 4 years. This needs to be straightened 
out. 

Mr. Tuomas. In that regard, gentlemen, turn to the “Construction 
fund’’, on page 1301 of the justifications, and you have set out there 
for the fiscal years ’50 and ’51 operating-differential subsidies for this 
year, $6,304,000—I mean, for ’51 and for ’50, $6,304,000 which will 

ave to be appropriated out of funds not heretofore appropriated on 
the basis of actual accruals; is that correct? 

Admiral Cocurane. Yes, sir; it is. 

Mr. Tuomas. It is hard to understand, particularly in the year ’5! 
and certainly, in ’52, why these ship companies should be paid an 
operational ship subsidy whose business is certainly all they can hope 
for and expect. 

Admiral Cocurane. In the passenger service, even if a ship is full, 
her expenses still exceed the income due to the high cost of the ship’s 
company wages. 

Mr. Tuomas. Well, now, on the basis of the best and latest infor- 
mation you have, what do you think the accrual will be in 1951— 
fiscal 1951—to these subsidized lines? 

Admiral CocHraNne. You mean, all the lines? 

Mr. Tuomas. Yes; well, those you are obligated to, either in the 
form of contracts put in force or contracts that you have already 
given a commitment to, and haven’t been finally consummated, 
through some technicality of lack of a reaching of the minds. 

Admiral Cocurane. The best figures I have today, and we haven't 
revised them, are the figures carried on page 601. 

Mr. TxHomas. Do you have any of your subsidy people here? 

Admiral Cocurang. Yes. Mr. McDaniel is here, sir. 

Mr. Tuomas. Do you have any later information than set out in 
this table, Mr. McDaniel? 

Mr. McDanret. Which one do you have reference to? 

Mr. Tuomas. Actual accrual in fiscal ’51, for which you were 
appropriated last year some $53 million or $54 million in subsidies. 

Mr. McDaniet. These are the latest figures we have. 
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Mr. Tuomas. These figures were made in August and September of 
last year. 

Mr. McDanret. That is true; but we don’t have anything later 
than what we have in this table. As soon as we get the financial 
statements for fiscal year 1950, we can get a better check on whether 
or not the operators have estimated their profits fairly accurately. 


PROCEDURE IN PAYMENT OF SUBSIDIES 


Mr. Tuomas. Well, your everyday experience, ship operators come 
every day or once a week, and want 10 and 20 and 25 percent, and 
you pay them then and there, don’t you? 

Mr. McDaniet. No, sir; it is not quite that simple. We once 
paid them a certain amount of subsidy at the end of each voyage, but 
under latest procedure they are paid on a quarterly basis. 

Mr. Tuomas. You pay part of it, without audit, just as soon as 
they come in say, “‘We want ” what part of it? 

Mr. McDantet. Seventy-five percent. 

Admiral Cocurane. Actually, this year, we are paying 50. 

Mr. McDanieu. Yes; under the regular procedure we pay 75 
percent at the outset; but under the revised procedure, where we are 
paying on tentative rates, we have cut it down 50 percent for the years 
1950 and 1951. 

Mr. Tuomas. Certainly you are bound to have some ideas that are 
far more realistic than the ideas you had in August and September, 
when you compiled this budget, because you had been paying them 
50 and 75 percent on a voyage basis right up until this morning. 

Mr. McDanteu. Well, no payments have been made beyond the 
calendar year 1950, and wherever we have made payments we had a 
very good check on what their profits were up to that time. 

Mr. Tuomas. Do you mean to say, one of these subsidized lines 
that finished a voyage, say, the 1st of March, if they were to come in 
the Ist of March, wouldn’t you pay them 50 percent right then and 
there on your unaudited voucher on that part? 

Mr. McDanieu. We would, if we were on a current basis, but we are 
not on a current basis. Some of the operators do not have resumption 
contracts and have not been paid anything. Those who have 
resumption contracts have not been paid beyond September 30, 1950, 
I believe and they were only advance payments of 50 percent for 
1950 and 75 percent as to the years 1947-48 and 749. 

Mr. Tuoomas. What is the trouble; why the hold-up? 

Mr. McDaniets. Well some of the contracts have been held up 
by reason of the fact that we had items in dispute, some of which are 
still unsettled. 

Mr. THomas. Well, there are eight that have been signed, sealed, 
and delivered. Haven’t those eight been coming in and getting the 
money? 

Mr. McDanret. They have been getting advance payments, but 
they haven’t been getting their final payments. 

Mr. Tuomas. Advance payments have been cut down from 75 
pecan to 50 percent. They are still getting that 50 percent, aren’t 
they? 


Me. McDaniet. That is right. They can’t get anything beyond 
that. 
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Mr. Tuomas. Don’t you have a more realistic figure of what you 
will need in ’52 than the information set out here in the budget? 

Mr. McDantet. That is the latest we have, Mr. Thomas. Every 
time we make up a budget, we go back and revise the previous years 
that haven’t been closed out on the best and latest information we 
have, and these have been revised several times. We continually 
revise them to bring them more and more up to date. 

gad Tomas. How do you account for your figures for the fiscal year 

2, which you made last August and September, increasing over ‘51, 
in ‘the face of the hard, cold fact that the shipping in the Pacific has 
increased by leaps and bounds, and that you are fixing to increase your 
shipping to the Atlantic? 

Mr. McD ANIEL. Are you speaking with reference to the subsi) 
accrual or subsidy pay able? The subsidy accrual is based on the 
disparity in cost, and the subsidy payable is the subsidy accrual less 
estimated recapture, and we have used the best figures we could get. 
They are purely estimates, all the way through, but we have found 
that the operators’ estimates or profits are often better than ours, 
hence we hesitate to substitute ours for theirs. 

Mr. Tuomas. Admiral, when are you going to cut out paying sub- 
sidies? ‘That is the question we are driving at. 

Admiral Cocurane. On the dry-cargo ships, I think subsidies come 
out first. On passenger vessels, they will probably carry on and on; 
we have to run some passenger ships as such. But that is all a 
question of when in the current national emergency it will be necessary 
for the Government to requisition vessels and go completely into the 
shipping business. Our present plans, of course, are to move in only 
if, when, and as we have to, and to leave shipping to private enterprise 
aslongaswecan. I have already accepted an advance payment from 
the ECA of $20 million with which we are undertaking to break out 
some Liberty ships from the reserve fleet. to pick up—— 

Mr. Tuomas. To ship the grain to India? 

Admiral Cocurange. No. This is to move coal and grain to Europe. 
If the grain-to-India program is finally approved by the Congress, 
the plan is to borrow $20 million from RFC to start that operation, 
again, running it under general agency. In other words, where we 
run ships, we will run them for our account. This other one, this 
ECA project, is, as I say, advance payments of freight. 

Mr. THomas. Admiral, did I understand you to state that you 
can’t and wouldn’t cut the amount of subsidies paid to these sub- 
sidized operators until the Government takes over shipping, regardless 
of the amount of increase that these subsidized lines have? 

Admiral Cocurane. Well our contracts, of course, are quite explicit 
with them and, where their profits go up, less subsidies are paid to 
them. 

Mr. Tuomas. And that depends upon, certainly, ‘an increase in 
volume, doesn’t it? 

Admiral Cocurane. Yes; although, of course, their costs are going 
up. We have been attempting to prevent a pyramiding of the 
freight rates which have gone on so far. Take tankers, for example. 
The current tanker charter hire is 200 percent above the rates that 


we established, ourselves, back in 1946 as compensatory for tanker 


operation. 
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Mr. Toomas. Why that increase? 
Admiral Cocurane. Just the lack of ships and the bidding in the 
open market—the demand for tanker service, in order to supply the 
needs of the Department of Defense. 

Mr. Tuomas. Well you have got no control on that then? 

Admiral Cocurane. Yes; we have. 

Mr. Tuomas. In other words, they can just go hog-wild, and in the 
final analysis you have got to pay the bill, regardless? 

Admiral Cocurang. No. What has been done, Mr. Chairman, in 
connection with this tanker service, was to organize an industry 
volunteer requirements committee, in which all of the tanker people 
have been brought into this program. I think, there is well over 90 
percent of all of the tanker tonnage that is available under the Amer- 
ican flag, and to charter to our people. The Department of Defense 
gives us their estimated requirements for tankers, and we allocate 
that in proportion to the total tankers each company has. The various 
tanker companies come in and give us tanker capacity, and are being 
remunerated by the Navy at rates which are only 25 percent above 
the old market, which will be less than half of the commerce rate 
today. 

SUBSIDY ACCRUAL 


Mr. Tuomas. To me, this is one of the glaring defects in the whole 
program, and, certainly, it is incumbent upon the Maritime Board here 
to recommend some legislation to cure it. This subsidy accrues by 
virtue of the difference in cost with what the subsidized lines pay and 
what their competitors pay for five items. I notice here now, for 1950, 
13 lines have a total of $124,575,000, what they paid for these five sub- 
sidized items. It was a domestic cost. Now, for 1951, 14 lines have 
a domestic cost of subsidized items of $139,720,000. Now, for 1952, 
15 lines, that is projected, estimated, they will have a cost of $146,- 
216,000, which they pay for domestic subsidized items. It seems like, 
if you have no control, and apparently you don’t, on the price that 
these subsidized lines pay for these five articles, then all you do is 
write a blank check. It reminds me of the nearest analogy that I see 
to it, is what we have had in the old days of the cost-plus contract. 
The more they spend for these five subsidized items, the more they get 
back in the form of subsidies. Now what check, if any, do you have 
on what they pay for these five subsidized items? 

Admiral Cocnraner. Only in an audit of the accounts. 

Mr. Tuomas. Here is a ship, here, that has got, say, $500,000 worth 
of repairs, and that is a subsidized item. If they give you a voucher 
showing they paid $500,000 for these repairs, that is the end of it as 
far as you are concerned, isn’t it? 

_ Admiral Cocurane. If there is any reason to suspect any difficulty 
in that, of course, we have full authority and the responsibility to 
verify that. 

Mr. THomas. I mean, as a matter of everyday practice, if they 
come up with a voucher where they pay $500,000 for these repairs, 
it is allowed. Do you go out and investigate to see whether they 
couldn’t have gotten those repairs just as well for $350,000? 

_ Admiral Cocurane. That wouldn’t be done, ordinarily, but if there 
Is any reason to suspect there had been any collusion in the thing, or 
any question about it, it would be investigated. 
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Mr. Tuomas. It is not a question of collusion. Here is a man oper- 
ating a line. Here is a man in the repair business. They are good 
friends. They are both reputable firms. Maybe, by shopping around 
and doing a little hard bargaining, and discommoding themselves 
little bit, they could have gotten that job, say, for $350,000 or $400,000. 
In other words, there is no compulsion upon them to use the very best 
available prices to be had for all these five subsidized services? 

Admiral Cocurane. Each of these, of course, is a privately held 
company. They, themselves, are footing a little more than half the 
bill. So that they have all the incentive that any private corporation 
has, to conduct their business efficiently. Those parts of the job 
where we, ourselves, are concerned, and we have been, of course, in 
getting the correct prices for the allowances that are made for ships 
that have been sold to private operators, we actually, of course, get 
the bids on those jobs, ourselves, and we assure that the work is done. 

Mr. Tuomas. Yes; but on the ships that are owned by these par- 
ticular subsidized lines, where they have title to them and they own 
them, that is a different proposition. Where they are under charter, 
you are going to pay the cost. 

Admiral Cocnrane. Of course, some of these are under charter, but, 
in the main, ships that are represented here are privately owned. 

Mr. Toomas. Why should this bill go up now in 1952, when business 
is as great as it has been since 1945? 

Admiral Cocurane. Well, these are the costs of the items, and 
there are more ships and rising costs, both represented in this figure. 

Mr. Tuomas. Yes, but there is bound to be a difference between 
costs and profits here. We all know that with the same overhead, a 
ship will be able to carry a couple more thousand tons of freight 
than it could carry under normal conditions. 

Admiral Cocurane. So far as these figures are concerned, this is a 
straight bookkeeping job of the cost of these services, not of profits 
involved. 

REQUESTED INCREASES IN EMPLOYMENT, 1952 


Mr. Tuomas. Under your Administrative Expense, what is your 
cost here for this subsidy unit? 

Admiral Cocnrang. On page 744, there is a discussion of these 
problems. 

Mr. Tuomas. I read that. Subsidy and Government aid, you 
want 146 employees for 1952 against 138 for 1951. Why that in- 
crease and why 146 people in here doing this work under present 
conditions? 

Admiral Cocuraner. Mr. Chairman, we are still clearing up the 
backlog of things that hadn’t been cleared up when I arrived here, or 
when the change in organization took place. Mr. Koehler worked on 
this problem as well. As was just pointed out to you, we aren’t any- 
thing like current, even with what is going on today, with this problem 
of turn-over, backlog, and getting current. Now, a good many of this 
staff—on page 736 are the tables of where these people are. 

Mr. Tuomas. I was just giving you the figures there awhile ago, 
Admiral. It is 146 positions—we will get to that in a minute— 
against 138. 

Admiral Cocurane. One hundred and thirty-eight; that is correct. 
Of those, 100 are in Washington and 6 in the field; and it is in an earn- 
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est effort to straighten out not only the contract evaluation and ad- 
ministration of these subsidy contracts, but also to get on with the 
question of construction cost data, on which there is an increase in 
personnel and to get more satisfactory reports on foreign cost data, on 
which there is also an increase. 


CONSTRUCTION IN 1952 


Mr. THomas. How many ships are they building in 1952—rather, 
how many starts will be made in 1951 and 1952 for construction of 
subsidized lines? As a matter of fact, there is not a single start in 
1952, and I don’t remember, in 1951. 

Admiral Cocurane. It is improbable. We have applications for 
seven ships. It is doubtful that any of them will be started. 

Mr. Tuomas. There are no starts in 1951, and you don’t see any 
starts in 1952 to construct ships under a differential construction 
subsidy. 

Admiral Cocurane. So long as the mobilization is in effect, my 
own personal feeling is, we couldn’t even think of justifying the 
construction of passenger-carrying vessels. 

Mr. Tuomas. What about cargoes? 

Admiral CocHraNne. Cargo vessels, the probability is that—— 

Mr. Tuomas. There are no starts in 1951. 

Admiral Cocurane. None in 1951. 

Mr. Tuomas. No visible sign of any starts in 1952 of cargo or 
passenger vessels, but the construction will be subsidized. 

Admiral Cocuraner. We have an application from the American 
President Lines for seven or eight vessels for their round-the-world 
service, which are substantially cargo vessels, with limited passenger 
accommodations. 

Mr. Tuomas. Don’t you think those will be started? 

Admiral Cocurane. There is a backlog of old vessels that are yet 
to be cleared up, which is one thing that 1s bothering us—we want to 
get our data in such shape that when these questions come up the 
next time, we can proceed with some assurance, instead of having to 
guess. 

_Mr. Tuomas. Well, of course, your data on your old ship construc- 
tions woulnd’t be worth the paper it is written on, as far as costs today 
are concerned, will it? 

Admiral Cocurane. That is correct. You have to keep it current, 
and it is quite a job. 

Mr. THomas. Well, now, on the basis of your present knowledge 
as compared with it at the time when this budget was put together in 
August or September, how much of this $35,000,000 can be reduced? 
That was your best guess on it. Make it more realistic, and keep it 
within the time. 

Admiral Cocurane. Mr. Chairman, the reason I was concerned 
over guessing, is the fact that we have these back obligations that we 
are trying to clear up, and if we do clear them up, why, certainly, we 
will need funds to do it. 

Mr. Tuomas. Well, now, there is another item in this budget, you 
know, for 1950 and 1951, where you want {$12,000,000 to clear them 
up. That has nothing to do with 1952. 
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Admiral Cocurane. Some of these back obligations—have you go 
the figures on that? 

Mr. Tuomas. Well, you remember now, they weren’t operating: 
under a subsidy until 1947. From 1941 through 1946, and in May 
1947, they weren’t operating under subsidies. 


SUBSIDIES FOR VARIOUS COMPANIES 


Admiral Cocurang. American Export, for example, has total su)- 
sidies of $11,000,000, which we hope to get straightened out; as a mat- 
ter of fact, we are thinking of straightening it out. 

Mr. Tuomas. For what year is that? 

Admiral Cocurane. That is the accruals back through 1947. 

Mr. Tuomas. Well, you have got $12,000,000 set out in this budget 
here, under the old construction funds, for accruals for 1951 and 1950, 
What is the Company’s name, there? 

Admiral CocHrane. American Export. 

Mr. Txomas. Isn’t that included in this $12,000,000 you are seeking 
under the old construction fund, in addition to the $35,000,000 tha 
you want for your current program? Turn way back over here to 
about page 1301. Now you have got set out here for 1950 and 195), 
about 13} million dollars for subsidy accruals. Now, what ship lines 
make up 13}; million dollars here for 1950 and 1951? Of course, those 
are accruals for 1947 and 1948, but you carry them as unliquidated 
obligations for 1950 and 1951. Now, that must include that line you 
just mentioned, then. 

Admiral Cocnrane. There are four lines that we are particularly 
concerned about; American Export, American President, Moore- 
McCormack, and Oceanic Steamship Company. 

Mr. Tuomas. Are those the four that estimated they would have 1 
loss in fiscal 1950 and 1951 and 1952? 

Admiral Cocurane. Three of them will have losses. Three of 
them will have losses in their passenger-carrying service. Oceanic 
has a backlog of losses. 

Mr. Puitirps. What do you mean, when these get straightened out, 
Admiral? You have this large sum of accurals alined against the 
United States from these lines, and you hope, when you get thes: 
straightened up—you mean they are in the process of negotiation or 
in the process of an audit, or what is it? 
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SUBSIDY AUDIT 


Admiral Cocurane. In process of audit, Mr. Phillips. The staff 
works them over, collecting the data, and presents it. Then we have 
organized a system of having hearings before the Maritime Boar, 
itself, where the staff come in and present the case. There are : 
number of statutory determinations that have to be made before we 
can even resume the contracts, and those are the things that have to 
be gone through. As I say, since I have been here now 7 months, we 
have gotten the first one for Moore-McCormack established on 4 
tentative basis. That will authorize payments of 75 percent for some 
of their ships, not their passenger ships, but their cargo ships. The 
American President Line has a heavy accrual, so that as of the mo- 
ment, the working-capital position of that company is negative. The 
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American Export Line, as I say, is losing money pretty heavily on 
their passenger-ship service, and the Jndependence has been delivered 
to them; and we want to settle their problems, so we will know 
whether they are going to continue to operate the ship or whether 
she should be laid up. 

Mr. Tuomas. Admiral, getting back down to the final question, 
don’t you think a realistic figure, as conditions exist today, that you 
would reduce this item of $35,000,000 subsidy in 1952 down to about 
$20,000,000? 

Admiral Cocurane. It probably is true, and we can get by with 
that, Mr. Chairman, but I am not sufficiently clear as to the situation 
to say that we unquestionably will. 


SALARIES AND EXPENSES 


Mr. Tuomas. Let’s look into your salaries and expenses here. At 
this point in the record, Mr. Reporter, will you insert page 701, which 
shows an estimate for all salaries and expenses for the Board for the 
fiscal year 1952, of $17,730,050, as against $20,472,880 for 1951; and 


Hepa 


$18,608,522 for the fiscal year 1950. 


703, which is a breakdown of administrative expenses. 
(The pages above referred to are as follows:) 


Funds available for obligation 


And also insert the table on page 





Actual, fiscal 
year 1950 


Estimate, 
fiscal year 
1951 


Estimate, 
fiscal year 
1952 





DIRECT OBLIGATIONS 


Appropriation or estimate: 
Administrative expenses 
Maintenance of shipyard facilities. -_................-.--- 
Ne ek. cn ewbennseegine omm 
Reserve fleet expense ___..........-.- Be aS a OAR 
Maintenance and operation of terminals 
Miscellaneous 


’ Total appropriation 
Transferred from: 
“Federal ship mortgage insurance fund”’ 
“Repair of reserve fleet vessels’”’ 
_ “Ship construction’’ 
Transferred to: ‘Salaries and expenses, Office of Secretary, 
Department of Commerce” 


_ _ Total available for obligation 
Unobligated balance, estimated savings: 
Appropriated funds 
Savings under sec. 1214 


; Obligations incurred 
( omparative transfer from “Maritime training’ _ --- 
Comparative transfer to ‘‘Vessel operating functions”’__- 


Total direct obligations 
REIMBURSABLE OBLIGATIONS 
Re imbursements for services performed: 
Administrative expenses 
Maintenance of shipyard facilities... ..........----------- 
Operation of warehouses 
Reserve fleet expense 
Maintenance and operation of terminals... ---...-..-.-- ive 
Total reimbursable obligations 


Total obligations 


$8, 950, 142 
425, 000 
480, 000 

7, 134, 800 
510, 850 
420, 000 


$8, 895, 000 
775, 000 
470, 000 

6, 500, 000 
970, 000 





17, 920, 792 
586, 648 

0 

211, 050 

0 

18, 718, 490 
—317, 930 
0 


19, 903, 300 
0 

310, 000 

0 


— 100, 000 


20, 113, 300 


1—213, 900 
— 100, 000 


17, 610, 000 


0 
0 
0 


0 


17, 610, 000 
2—72, 900 
0 





18, 400, 560 
104, 985 
—67, 076 


19, 799, 400 
64, 28 


0 


17, 537, 100 
0 
0 





18, 438, 469 


19, 863, 680 


17, 537, 100 








0 

7, 376 

1, 765 
109, 718 
51, 194 


438, 900 
9, 500 
52, 000 
62, 500 
46, 300 


72, 900 
11, 850 

2, 000 
62, 500 
43, 700 





170, 053 


609, 200 


192, 950 














18, 608, 522 


20, 472, 880 








17, 730, 050 





' President’s budget includes savings in the amount of $31,000, which amount was reauthorized for use 
in the Second Supplemental Appropriation Act, 1951. Figure indicated above includes this $31,000. 
? Represents estimated unrequired appropriations for administrative expenses. 








1388 


Summary statement of obligations and employment 








FuNDs AVAILABLE FOR OBLIGATION 
DIRECT OBLIGATIONS 


Appropriation or estimate _______- 
Transferred from other programs !__. ‘ : 
Transferred to ‘Salaries and expenses, Office of 
Secretary of Commerce’, Reorganization 
Plan No. 21 pes te tle Lipa el a8 


Adjusted appropriation or estimate ___- 
Savings, sec. 1214 : 3 

Reserve for contingencies __- 

Unobligated balance, estimated savings 


Obligations incurred ees 
Comparative transfers from other programs 3 


Total direct obligations - 
REIMBURSABLE OBLIGATIONS 

Reimbursements for services performed. - --..__- 

Total obligations 

AVERAGE EMPLOYMENT 
DIRECT EMPLOYMENT 

Administrator, Board and staff offices 
Office of Ship Construction 
Office of Subsidy and Government Aid 
Office of Maritime Operations 


Office of the Comptroller 
Terminal leave 


Totals, direct employment. ___._-...._- 


Washingtor 
EE 


REIMBURSABLE EMPLOYMENTS 


Administrator, Board and staff offices_____- 
Office of Ship Construction ______.___- 

Office of Maritime Operations___- iba epee 
Office of the Comptroller___.......-....------ : 


Totals, reimbursable employment.-_-___- : 


oo Re 2 eae 
aR 


Totals, all employment .--......_.--.-__-- 


Washington Be Syke ee 
| Se a a ee 















































Increase ( 
1950 actual | 1951 estimate | 1952 estimate or de- 
crease | 
$8,950,142 | $9,271,700 | $8, 895, 000 —$376, 700 
792, 698 290, 000 0 —290, 000 
0 — 100, 000 0 +100, 000 
9,742,840 | 9,461,700 | 8, 895, 000 — 566, 700 
0 —50, 000 0 +50, 000 
0 —115, 000 0 +115, 00 
—47,837 | —288,900 | —272,900 +16, 000 
9, 695, 003 9, 207, 800 8, 822, 100 —385, 700 
217, 602 64, 280 0 —64, 280 
9,912,605 | 9,272,080 | 8,822, 100 —449, 980 
0 438, 900 72, 900 ~366, 000 
9.912,605 | 9,710,980 | 8,895, 000 815, 980 
375.4 341.5 339. 0 ~2 
172.1 177.1 154.2 —29 
116.4 138. 4 146.0 7.6 
620.3 537.6 515.0 —2 6 
594.9 523.9 471.0 —52.9 
49.7 26.3 0 26.3 
1, 928.8 1, 744.8 625.2 —119.6 
,006.5| Loo; 25 
678.3 584. 2 —94 1 
4 0 mf 
12.7 8.8 -3.9 
59.3 0 —59.3 
3.2 4.0 , 
4 75.6 12.8 — 2.8 
7 0 -.7 
: , 74.9 12.8 621 
928.8 1,820.4 1,638.0}  —1824 
1, 169.6 1,067.2| 100.0) 22 
759.2 753.2 597.0 ~156.2 














! Fiscal year 1950, Federal ship mortgage insurance fund (Public Law 266, 81st Cong.) $586,648; new ship 


construction for pay act costs and per diem increases (Public Law 583, 8lst Cong.) $206,050. 


1951, Repair of reserve fleet vessels (Public Law 843, 81st Cong.). 
2 Represents estimated reimbursement from the Department of Defense for administrative expenses at 
Camden, N. J., incident to conversion of passenger vessels to militery transports. 
3 Fiscal year 1950, Maritime training fund (seamen services and labor relations activities) $104,985; ship 
structure research, testing and models, $84,758; Federal tort claims, $27,859. 


ADMINISTRATIVE EXPENSES 


Fiscal yeat 


Mr. Tuomas. Of course, your entire appropriation is broken down 
into several heads, the biggest one being ‘Administrative expenses, ’ 
which is largely spent in the District of Columbia; (2) ‘“Maintenance 
of shipyard facilities”; (3) “Operation of warehouses”’; (4) ‘Reserve 
fleet expense’’; (5) “Maintenance and operation of terminals”; and 
then your ‘Miscellaneous’ item. And then the table on page 703, 


which we have heretofore put in the record, breaks down the ‘‘Adminis- 
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trative expense,” which is broken down again into several heads: 
(1) The Administrator, the Board, and staff officers; (2) Office of Ship 
Construction; (3) Office of Subsidy and Government Aid, which 
wants 146 employees against 138 for last year; Office of the Maritime 
Operation, which has been reduced to 515 for fiscal 1952, which is a 
decrease of perhaps 23 under 1951. The Office of the Comptroller 
has been reduced to 471 for 1952, which is a reduction of about 53. 
Now the Office of the Comptroller, that is where your big backlog of 
auditing, and all of that work, is done. Back under your old construc- 
tion fund, the auditing for the old construction fund is done right here; 
isn t it? 

Admiral Cocurane. That is correct. 

Mr. Tuomas. And your current auditing—of course, the General 
Accounting Office and this committee have been trying to help; as a 
matter of fact, the General Accounting Office has given you not only 
some advice, but it charged up one section of your auditing to their 
own expense, as well as | remember. 

Admiral Cocurang. Yes; they had a big squad of people working 
with us. 

Mr. Tuomas. Now we asked last year that this be cut down dras- 
tically. Did they catch up? We understand that this is perhaps the 
most inefficient part of the Maritime Commission’s oper ations, right 
here. I am just wondering if we couldn’t cut this about 33% percent, 
if it wouldn’t speed them up, and therefore you would get rid of some 
of your less important and your less efficient workers in that Division, 
and see what happens. ‘Too much hasn’t happened with a tremen- 
dous load of personnel over there. In 1950, you had around 600; in 


1949, you had considerably more than that. Now, that is one big 
Division. 


DIVISION OF CLAIMS 


Now, in your Division of Claims, you had 87 positions in 1950; 77 
for 1952, and 80. I have a notation here: Is there any overlapping 
for the Office of the Comptroller? And I think there is; and we will 
turn to page 771, paragraph 3, where it is detailed, and it looks to me 
like there is considerable overlapping. Now, this is the Office of 
the Comptroller. I quote your language: 

The staff assigned to administrative services in the Washington office is en- 
gaged in providing administrative services for all divisions of the office. These 
services include budget, personnel, supply, and miscellaneous, clerical, and steno- 
graphic services. 

Isn’t there an overlapping there, Admiral? 

Admiral Cocurane. The Division of Claims, of course, was set up 
for a specific task of correcting this backlog of claims, in which there 
were literally thousands. We “had expec ted the Division of Claims to 
be a liquidating agency. 

Mr. THomas. They are chargeable properly under our old con- 
struction fund;aren’t they? T he work they do for accounts way back 
in World War I—it supplied the materials, shipbuilding, and all of 
that; did it not? 

Admiral Cocurane. That is correct. Now, a great deal of that 
has been cleared off. The operation has been so effective we have 


nlgpen up additional claims, some of them postwar, which got off 
the track, 











Mr. Tuomas. Admiral, they better not turn up yd mo 
because every time you turn up one, the taxpayer and t 


are the losers. 
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re claims. 


e Commission 


_ Admiral Cocnrane. No—I say, turn them up. We are not creat- 
ing them. We are simply getting them out of the limbo with the lost, 
and back where they can be settled; and I would like to have Mr. 


Clark, who is the Deputy Maritime Administrator, give you 


ADMINISTRATOR, BOARD AND STAFF OFFICES 


Mr. Tuomas. At this point, will you insert page 705. 
(The page referred to is as follows: ) 


Summary of personal services 

















































































































Increase (+ 
1950 actual | 1951 estimate | 1952 estimate or de- 
crease (— 
Total number of positions.__..............----. 398 363 341 22 
EE ee meee 340 324 313 —11 
| EST EN RES i ae Sel eRe 58 39 28 —11 
Average number of all employees-___.........--- 375.4 341.9 339 29 
I ch ok cain wer cgairachcn einen coon 323.4 309. 8 311 +1.2 
| eS eee sjibabnain nib hvala aided 52.0 32.1 28 —4.1 
DOC I Ss oe Soc $2, 039, 927 $1, 896, 990 $1, 896, 355 —$635 
MEE. TS a tongnvebnacaadsécegaseonke 1, 765, 245 1, 724, 295 1, 746, 570 22, 27 
I Sn kcokes. FLEE EE 1S SO Ee ty CE BIEL See PIE 9 274, 682 172, 695 149, 785 —22, 910 
4 : Increase or 
Actual, 1950 | Estimate, 1951 | Estimate 1952 Gaerense 
Direct employment Aver- Aver- Aver- Aver- 
age age age age 
em- | Amount | em- | Amount | em- | Amount | em- | Amount 
ploy- ploy- ploy- ploy- 
ment ment ment ment 
Chairman and members of Board! ._| 22.7 | $180,845 | 10.0 | $86, 230 13 | $108, 650 |+3.0 | +$22, 420 
Office of Administrator_..........--- “38.9 | 235,077 | 39.5 | 232,555| 42| 249,415 |4+2.5| +16, 80 
| ee aero ner 36.9 | 225,183 | 37.5 | 222, 425 40 | 239,285 |4+2.5 | +16, 860 
_ * GPRS SR Se eee Seater 2.0 9, 894 2.0 10, 130 2 10,130 | 0 i) 
General Counsel..............------- 90.4 | 512,062 | 85.6 | 498,500/ 85 | 493,220|—.6| —5.20 
NE a ions inten tans annnnem 73.9 424,457 | 78.9 | 462,720 79 461,110 | +.1 —1, 610 
ERSTE asco TCA 16. 5 87, 605 6.7 35, 780 6 32,110 | —.7 —3, 670 
Hearing Examiner's Office..........- 7.4| 49,723| 7.0] 49,300| 7] 4930/0 | 0 
EE RE ee 6.0 40,816 | 7.0 49, 300 7 49,300 |} 0 0 
Raia aed ps SOS Bae’ 1.4 8,912; 0 0 0 0 0 i) 
SINE SIN en Soncna mane 13.0 70, 296 | 15.4 79, 060 16 80, 930 | +.6 +1 870 
yg ener 29.2 111,017 | 22.0 92, 300 17 75, 085 |—5.0 —17, 265 
Program Planning Office............| 6 0} 7.0 56, 035 7 56,035 | 0 ) 
WUE SOR nada ccc ccccdiinsn. 23.8 130, 487 | 24.6 133, 100 24 133,100 | 0 0 
Piponteel meee... eo nn cca 44.8 | 204,733 | 44.0 | 207, 670 44 | 207,670} 0 0 
WIR a cndvicndubunaccuane 31.5 146, 076 | 31.0 148, 925 31 148, 925 0 0 
PE al a a cnined bak as cahal 13.3 58, 657 | 13.0 58, 745 13 58, 745 0 9 





























1 Excludes the Chairman’s staff which is reflected under the Office of Administrator. 
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Summary of personal services—Continued 





: See ee See Increase or 
Actual, 1950 | Estimate, 1951 | Estimate 1952 dacronse 





Direct employment Aver- Aver- Aver-| Aver- 
age age age | age 

em- | Amount | em- | Amount | em- | Amount | em- | Amount 
ploy- ploy- ploy- ploy- 
ment ment ment ment 


87.6 | $426,357 | 80.0 | $411,040 | 77 | $394, 200 —$16, 840 





5.5 24, CO1 3.0 16, 840 0 | 3.0 | —16,840 





82.1 | 402,356 77.0 | 394, 200 | | 394, § 0 
| 
| 


78,493 | 7.0 0 


48,800 | 





40, 832 





Washington % 33, 712 
Field 7, 120 





yr RAR 6 A A a 375, 39, 927 1341.5 |1, 894, 590 


Washington 323.4 |1, 765, 245 |309.8 |1,724,295 | 311 |1, 746, 570 
Field 52. 274, 682 | 31.7 170, 295 28 | 149, 785 
REIMBURSABLE EMPLOYMENT 

















PAO flices of the coast directors 2.......- ; 2, 400 





2 Represents estimated reimbursement from the Department of Defense for repair and activation of vessels 


' Mr. Tuomas. The Office of the Administrator has 42 positions, 40 
bf them in Washington, 2 in the field. The General Counsel has 85 
or 1952, 79 in Washington, 6 in the field, against 85 for 1951. The 

egulations Office has 16, all in the District of Columbia, for 1952, 


gainst 15 for 1951. The Office of the Secretary has been reduced 5 
jobs in 1952, to 17. The Budget Office is the same—24 for 1950; the 
ame number for 1951. The Personnel Office has the same; 44 for 
951, and 44 for 1952, 31 of which are in the District of Columbia, 


Qnd 13 in the field. We have already looked at the Division of Claims 
were. 


FIELD OFFICES 


How many field offices do we have? We have got some tables here, 
owing where they are set out. 
Mr. Hocure.p. Under “Summary data.”’ 
_ Mr. Tuomas. What do they all total up to? 
| Admiral Cocnrane. There are three major offices; then there are 
me secondary ones—the three major offices, of course, being head- 
uarters at New York, New Orleans, and San Francisco. 
Mr. Toomas. Do you have a ‘summary table here where you are 
tting out the employees? 
' Mr. Hocurexp. Page 203. 
Admiral Cocurane. Pages 203 and 204. 


EMPLOYMENT BY ACTIVITY AND LOCATION 


Mr. Tuomas. At this point, insert this table in the record, pages 
3 and 204, 


(The pages referred to are as follows:) 
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Mr. Tuomas. Admiral, they better not turn up any more claims, 
because every time you turn up one, the taxpayer and the Commission 
are the losers. 

Admiral Cocnuranr. No—I say, turn them up. We are not creat- 
ing them. We are simply getting them out of the limbo with the lost, 
and back where they can be settled; and I would like to have Mr. 
Clark, who is the Deputy Maritime Administrator, give you—— 

















































































































































































































ADMINISTRATOR, BOARD AND STAFF OFFICES I 
Mr. Tuomas. At this point, will you insert page 705. 
(The page referred to is as follows: ) ( 
° : : 
Summary of personal services 
: Increase (+) 
1950 actual | 1951 estimate | 1952 estimate or de- 
crease (—) 
Total number of positions. _._............--- : 398 363 341 —22 
i eet ew eat 340 324 313 —1l 
_. | | BS LOPS ES SS See ai ee ae ee 58 39 28 —11 ( 
Average number of all employees..............- 375.4 341.9 339 —2.9 ze 
a geet aS Tp ap iS a a 323. 4 309. 8 311 +1.2 
BR Ser a SA Sa LR AR ey Se. 52.0 32.1 28 
CE AR PASSE CS LIED eer Aa $2, 039, 927 $1, 896, 990 $1, 896, 355 — $635 C 
ce ae | 1, 765, 245 1, 724, 295 1, 746, 570 +22, 275 f 
i, Field... ELLER TIS SRT | 274, 682 172, 695 149, 785 —22, 910 ] 
I a 
is , nerease or . 
Actual, 1950 Estimate, 1951 | Estimate 1952 decrease J 
s 
Direct employment Aver- Aver- Aver- Aver- ] 
age age age age 
em- | Amount | em- | Amount } em- | Amount | em- | Amount a 
ploy- ploy- ploy- ploy- } 
ment ment ment ment 
Chairman and members of Board! _.| 22.7 | $180,845 | 10.0 | $86, 230 13 | $108, 650 |+3.0 | +$22, 420 
Office of Administrator__.......... “38.9 | 235,077 | 39.5 | 232,555| 42| 249,415 ; 
SES ere en shape 225, .§ 222, 425 40 | 239, 285 3 +16, 860 
ale iteaitaik bila gautbtcnaten abu 2.0 9, 894 2.0 10, 130 2 10, 130 0 0 
512, 062 498, 500 493, 220 
aE A abet oe 3. 424,457 | 78.9 | 462,720 79 461,110 | +. S 
5 kiki diihita  penciheacy atiaiidoiccin Me 8 87, 605 6.7 | 35,780 6 32,110 | —. —3, 670 
--- —=|———— ——_—_— ( 
Hearing Examiner’s Office......._.-- 7.4 49, 728 7.0 49, 300 7 49,300 | 0 0 
ee aes 6.0 40, 816 7.0 49, 300 7 49, 300 0 0 ¢ 
DPE ied actin candadéneiveh 1.4] 8,912 0| 0 0| 0 0 
Regulation Office.............-...--- 13.0 | 70,206 | 15.4| 79,000; 16| 80,930; +.6| +1,870 
Secretary’s Office....................| 29.2 111,017 | 22.0 92, 300 17 75, 085 |—5.0 —17, 265 
Program Planning Office _---..-.---- 0 0} 7.0 56, 035 7 56,035 | 0 0 
NS WD ndddodnccccckhei nds’ 23.8 130, 487 | 24.6 133, 100 24 133, 100 0 0 
Pemmneiael (mace. «so 44.8 | 204,733 | 44.0 | 207, 670 44 | 207,670) 0 0 
NII. ci noiinenncdansmouaste 31.5 146, 076 | 31.0 148, 925 31 148, 925 0 0 
Pa ks hectinbeebareasabscaucn 13.3 58, 657 | 13.0 58, 745 13 58, 745 0 0 ¢ 


























1 Excludes the Chairman’s staff which is reflected under the Office of Administrator, 
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Summary of personal services—Continued 





p — . Increase or 
Actual, 1950 | Estimate, 1951 | Estimate 1952 decrenss 





Direct employment Aver- Aver- Aver-| Aver- 
age Zz age 

Amount | em- | Amount em- | Amount 
ploy- ‘o ploy- 
ment 








Division of Claims- --.-.-.....-- eeu 3 $426, 357 ’ , Oe —3.0 











402, 356 
24, C01 


Offices of the Coast Directors-.----- 78, 493 




















Price Adjustment Board - --......-.-- % 40, 832 











33, 712 
7, 120 





2, 039, 927 |341. 339 |1, 896,355 |-2.5| +1, 765 
od a: |_—-—-—-— 

1, 765, 245 |309.8 |1, 724,295 | 311 |1, 746,570 |+1.2 | +22, 275 
:7| 170,205 | 28 | 149,785 |-3.7 | —20, 510 





REIMBURSABLE EMPLOYMENT 


Offices of the coast directors #___.._-- j 2, 400 ‘ —2, 400 


























2 Represents estimated reimbursement from the Department of Defense for repair and activation of vessels 


Mr. Tuomas. The Office of the Administrator has 42 positions, 40 
of them in Washington, 2 in the field. The General Counsel has 85 
for 1952, 79 in Washington, 6 in the field, against 85 for 1951. The 
Regulations Office has 16, all in the District of Columbia, for 1952, 
against 15 for 1951. The Office of the Secretary has been reduced 5 
jobs in 1952, to 17. The Budget Office is the same—24 for 1950; the 
same number for 1951. The Personnel Office has the same; 44 for 
1951, and 44 for 1952, 31 of which are in the District of Columbia, 
<- 13 in the field. We have already looked at the Division of Claims 

ere. 


FIELD OFFICES 


How many field offices do we have? We have got some tables here, 
showing where they are set out. 

Mr. Hocuretp. Under ‘Summary data.”’ 

Mr. Tuomas. What do they all total up to? 

Admiral Cocurane. There are three major offices; then there are 
some secondary ones—the three major offices, of course, being head- 
quarters at New York, New Orleans, and San Francisco. 

Mr. Tuomas. Do you have a ‘summary table here where you are 
setting out the employees? 

Mr. Hocurexp. Page 203. 

Admiral Cocurane. Pages 203 and 204. 


EMPLOYMENT BY ACTIVITY AND LOCATION 


Mr. Tuomas. At this point, insert this table in the record, pages 
203 and 204. 


(The pages referred to are as follows:) 
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FIELD OFFICES 


Mr. Tuomas. You have three main offices. Where are they—New 
York, New Orleans, and San Francisco? 

Admiral Cocurane. Yes. 

Mr. Tuomas. Well, now, what is the total of these offices here? 

Admiral Cocurane. The total of all the field employees—— 

Mr. Tuomas. I mean, the offices. 

Admiral Cocurane. The offices administrative-—— 

Mr. Tuomas. I don’t find it tabulated here, and they overlap; so 
I couldn’t make heads or tails without segregating them here. Do 
you have that figure, Mr. Budget Officer? 

Mr. Hocurevp. There are approximately 30 field offices. Do you 
want all field offices or just the administrative field offices? 

Mr. Tuomas. I want all field offices. 

Mr. Hocuretp. Approximately 30. 

Mr. Tuomas. And yet there are three big ones, New York, San 
Francisco, and New Orleans. 

Mr. Puruuips. Are they what you call the administrative ones? 

Mr. Hocuretp. That is all. That includes maritime training 
stations, reserve fleets, shipyards, terminals, and warehouses. 

Admiral Cocurane. That is as to the number of stations, but the 
number of employees—for example, at New York headquarters, 226; 
at New Orleans headquarters, 95; at San Francisco headquarters, 105. 

Mr. Tuomas. Well, now, do you pay rent on all of these 30 field 
offices, or is it charged up to Public Buildings and Grounds? 

Admiral Cocurane. The principal offices are all quartered in 
Public Buildings and Grounds buildings. A number of other offices 
are quartered in our own property. 


EMPLOYMENT IN FIELD OFFICES 


Mr. Tuomas. How many employees do you have in New York 
and how many in San Francisco? There are 105 at San Francisco. 
That is your largest, I believe? 

Admiral Cocurann. No; 226 in New York. 

Mr. THomas. How many in New Orleans? 

Admiral Cocurane. Ninety-five. Then there are the caretakers 
at the four reserve shipyards, and caretakers and operators at the 
five big warehouses. There are a number of inspectors at the ship- 
yards at which work is being done, and some supervisors and operators 
at the secondary warehouses. Of course, there is a considerable num- 
ber of people at the maritime training establishments. The biggest 
one of those is, of course, Kings Point, where there are 334. The 
next biggest group is Alameda, Calif. 


BREAKDOWN OF 1952 EMPLOYMENT, FIELD AND DEPARTMENTAL 


Mr. Tuomas. Well, now, the total employment for 1952 is 1,625, 
which is a reduction of 120 from 1951. Now those figures are broken 
down as follows: In the District of Columbia, for 1952, you have 
1,041; and in the field, 584. For 1951, you have 1,066 in the District 
of Columbia, and 678 in the field; and about 400 of those employees 
in the field are in three offices, New York having 205, San Francisco, 
105, and New Orleans, 95. 
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Admiral Cocurane. That is correct, sir. They, of course, have 
been centralized to get certain benefits. 

Mr. Tuomas. And the duties in those three big offices are broken 
down, and their duties are broken down into 12 to 15 classifications 
in each one of those big offices dealing with subsidy construction, 
maintenance, and repair, and all of your activities that have been 
heretofore mentioned; is that correct? 

Admiral Cocurane. That is correct, sir. They are representatives 
of most of the offices and we have headquarters in each of the major 
field offices. 


MAINTENANCE OF SHIPYARD FACILITIES, OPERATION OF WAREHOUSES, 
AND MAINTENANCE OF TERMINALS 


Mr. Tuomas. Let’s look at your shipyards and warehouses and 
terminals. This year, I notice in the budget you have combined the 
three headings, “Shipyards,” “Operation of warehouses,” and ‘‘ Maint- 
enance of terminals.”” Mr. Reporter, will you put in the record at 
this point, page 901. 

(The page above referred to is as follows: ) 


MAINTENANCE OF SHrIpyArRD Faciiitigs, OPERATION OF WAREHOUSES, AND 
MAINTENANCE OF TERMINALS 


These three activities have previously been carried under separate limitations 
within the ‘‘Salaries and expenses’’ appropriation. For reasons of operating econ- 
omy and flexibility, as well as accounting simplification, the 1952 appropriation 
language combines the funds for these activities into a single limitation. For 
ready comparison of detailed obligations, employment, and workload, separate 
justifications and schedules will be found in the pages immediately following. 

The table below shows a 3-year combined summary comparison of total direct 
obligations and average employment for the three activities: 








Fiscal year | Fiscal year | Fiscal year 
1950 1951 1952 





Personal services... : _..| $1,198, 457 | $1, 280, 950 $1, 354, 760 


Other costs . | 209, 318 | 382, 050 860, 240 





"Tes GOte ONE se SS | cnn icin ce cwecceescsus-- 1, 407, 775 | 1, 663, 000 2, 215, 000 








Average employment.__...._-_- eR Sn Cle CA ee ee 370. 1 | 385. 5 398.0 





Mr. Tuomas. You combined the salaries and expenses under this 
one head. It shows that for the fiscal year ’52 you have 398 employees 
for these three operations, against 385 for 1951. This is all personnel 
service and other costs. 

Admiral Cocurane. The reason for the increase, of course, is the 
need for greater security due to the outbreak of the national 
emergency. 

MAINTENANCE OF SHIP YARDS 


Mr. Tuomas. Let’s put in the record at this point the “Maintenance 
of shipyards.” Let’s put page 902 in the record, which shows an 
increase of $294,350 over ’51, giving a total for 1952 of $786,850. 

(The page referred to is as follows:) 
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MAINTENANCE OF SHIPYARD FACILITIES 


Summary statement of obligations and employment, fiscal years 1950, 1951, 1952 





| 
1950 actual | 1951 estimate | 1952 estimate 





FunpDs AVAILABLE FOR ORLICATION 
DIRECT ORLICATIONS 


Appropriation or estimate -- 


‘ mad 775, 000 
Transferred from maintenance of terminals 0 








Total, available for obligation 


. as Rape 775, 000 
Unobligated balance, estimated savings. ._____ 0 


Total, direct obligations__.._.....__._- / 775, 000 
REIMRURSABLE ORLICATIONS 


Reimbursements for services performed ‘ 7, 376 








Total, obligations _-___-_- 427, 156 





SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions 
Average number of all employees... 


Personal service obligations: 
Permanent positions . -_- Sinaia 
Regular pay in excess of 52- week base_____ : 
Payment above basic rates. _........._-- : 9, ¢ 15, 615 





Total, personal service obligations 455, 500 








DIRECT ORLICATIONS BY ORJECT 


Personal services 1%, ae 
Travel. ; Hi 

Transportation pl thies =... tsk. e 1, 030 : : 380 
Communication services _..............- 2, 764 , ae 2, 750 
Rents and utility services 35, 439 33, 000 
Other contractual services é 1, 647 245, 600 
Supplies and materials i 26, 028 q 35, 000 
Equipment. - ae SERS WER. AF T4 359 0 


352, 513 
0 





Total, direct obligations. 775, 000 | 





REIMBURSABLE OBLIGATIONS BY ORJECT 


Personal services. _-- - ; caaunts 0 
Communication services. - i 190 
Rents and utility services - 10, 600 


pei ; +1, 100 
Supplies and materials --_- wwerdol 1, 060 


+1, 060 








Total, reimbursable obligations. __._.___- 


Total, obligations. ................-..--- 786, 850 | wy 








AVERACE EMPLOYMENT BY FUNCTIONS 


Supervision 
Security - 
Maintenance 
Terminal leave 


Subtotal, direct 
Reimbursables (maintenance) 


Total, average employment 


| oemo 





8.0 
76.0 
48.0 

0 





+11.8 
0 








o| wm 





132.0 





+11.8 





1 This transfer, which was authorized by the Second Supplemental Appropriation Act, 1951, is not shown 


in the President’s printed budget to Congress. 


Mr. Tuomas. The main increase of $242,450 and $45,000 is for 
personnel; personnel increase is $45,000, and your other contractual 


services. 
Admiral CocHRANE. 


That is for repairs? 
Yes, sir. 
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Mr. Tuomas. You are increasing your guards at these shipyards by 
how many people? In the first place, it should be pointed out here, 
for your shipyards, that you have four in standby condition, and you 
have been authorized to expend on these and other shipyards, the 
record should be made clear on that point, of $15 million for the con- 
struction, activation, acquisition, and expansion of these four yards, 
and others, that you see fit to spend money on; is that correct? 

Admiral Cocurane. That is correct, sir. 














LOCATION OF SHIPYARDS 





Mr. Tuomas. The four yards are located at Richmond, Calif., 
Alameda, Calif., Vancouver, Wash., and Wilmington, N. C. 
Admiral Cocnrane. That is correct, sir. 


ACQUISITION COST OF SHIPYARDS 






Mr. Tuomas. These are all big yards and represent a book value 
of—what is that figure? It is in here someplace, and I have lost it. 
No; it is not in here, but what is the book value of those yards—I 
mean, the acquisition costs, in the neighborhood of $100 million to 
$125 million, $150 million? What is the acquisition cost; about $150 
million for these four yards? 

Admiral Cocurane. It is over $90 million. 








REDUCTION OF TRAVEL COSTS 































Mr. Tuomas. Over $90 million. I notice here, on other objects, 
you want travel, not only for your shipyards, but for your warehouses 
and your terminals, a little travel money. If all the managers of 
each one of those 13 installations—you have four shipyards, five 
warehouses, and four terminals; is that correct—making a total of 
13? This is travel money for each one of the managers to come to 
Washington from 13 of those installations. Don’t you think we could 
dispose of that travel for each one of them? 

Admiral Cocurane. It is not for them to come to Washington. 
It is to come to headquarters in their own district. 

Mr. Tuomas. Well, you take right here, for your shipyards; it is 
noted here that the 1952 estimates of $1,800 includes $1,230 for one 
trip to Washington for each of the four yard superintendents for 
proper planning and scheduling the fiscal year 1952. There is repair 
and maintenance, and that same language is carried for your ship- 
yards, for your terminal facilities and your warehouses for travel. 
Certainly, couldn’t we reduce all of those items this year by 100 
percent? In other words, some airmail letters might get the job, 
wouldn’t it, Admiral? 

Admiral Cocurane. All right; I accept that. 

Mr. Tuomas. Before we leave that, let’s insert page 903 in the 
record. 

(The page referred to is as follows:) 


MAINTENANCE OF SHIPYARD FACILITIES 







The Second Supplemental Appropriation Act, 1951, authorized not to exceed 
$15,000,000 for the construction, activation, acquisition, and expansion of ship- 
yards. Should any of the Administration-owned shipyards, for which mainte- 
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nance expenses are herein requested, be activated for the construction of high- 
speed cargo vessels, appropriate adjustments will be made in the budget request 
through a reduction or redistribution of the estimate, subject to required approvals. 


GENERAL STATEMENT 


The four Government-owned reserve shipyards maintained by the Maritime 
Administration for national defense and security purposes were constructed during 
World War II and are located at Wilmington, N. C., Richmond, Calif., Alameda, 
Calif., and Vancouver, Wash. These shipyards were selected from the standpoint 
of (1) strategic location, (2) permanency of construction, and (3) adaptability, 
upon joint determination by the Army-Navy Munitions Board and the former 
United States Maritime Commission. The deficiency of shipyard facilities on 
the west coast prompted the decision for the retention of the three yards located 
in that area. 

Vancouver, which is the largest of the four reserve shipyards, comprises 269 
acres, with 6,300 lineal feet of water frontage. All yards are large, complex 
installations, with piers, docks, shipways, or basins, 40 or more separate buildings 
and miscellaneous other structures, roadways, railroad and gantry tracks, power 
plants, oxygen and acetylene plants, in addition to special machinery such as 
large bending rolls, lathes, drills, punches, presses, cranes, locomotives, welding 
machinery, and other equipment. The latter type of special machinery is difficult 
to replace, and represents an investment of several million dollars. 

The Richmond yard has 5 concrete ship basins; Alameda has 4 long, concrete 
ways for passenger-ship construction; Vancouver has 12 ways; and the North 
Carolina yard has 9 ways. 

It was proposed to maintain these yards, with the exception of over-water 
timber structures, and certain underground facilities, in a manner corresponding 
to sound commercial practices in comparable industries. This would represent 
maintenance and preservation of yard facilities, excepting over-water timber 
structures and certain underground utilities and facilities of questionable use upon 
reactivation of the yards, in a condition representing approximately 80 percent 
of design standard. 

Initial lay-up of the shipyards was completed during fiscal year 1949, and, 
since that time, due to limited funds and maintenance force, only immediately 
necessary maintenance, preservation and repairs have been accomplished, thereby 
increasing the backlog of such work that must be performed to restore the ship- 
yards to the condition standard desired. 


OPERATION OF WAREHOUSES 


Mr. Tuomas. Next, let us take up ‘‘Warehouses.” Mr. Reporter, 
please insert pages 915 and 916 in the record. 
(The pages referred to are as follows:) 
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OPERATION OF WAREHOUSES 


Summary statement of obligations and employment, fiscal years 1950, 


1951, 1952 





1950 actual 


1951 estimate 


1952 estimate 


Increase (+-) 
or de- 
crease (—) 





FuNDsS AVAILABLE FOR OBLIGATIONS 
DIRECT OBLIGATIONS 


Appropriation or estimate 

Supplemental appropriation 

Transferred from ‘‘Repair of reserve fleet ves- 
sels’’ pursuant to Public Law 843, 81st Cong- 


Z Total, available for obligation. 
Unobligated balance, estimated savings 
Reserve for contingencies............--- Seotoreas 


Total, direct obligations.._...........-.-- 
REIMBURSABLE OBLIGATIONS 
Reimbursements for services performed 
Total, obligations 
SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions 
Average number of all employees 


Personal service obligations: 
Permanent positions. - _ - 
Regular pay in excess of 52-week base_------ 
Payment above basic rates 


Total, personal service obligations_-_----- 
DIRECT OBLIGATIONS BY OBJECT 


Personal services 
Travel___- a SN 
Transportation of things- Jub la aw as anc tbenene 
Communication services . 
Rents and utility services............------ 
Other contractual services 

Supplies and materials __- 

Equipment..--- 


Total, direct obligations 
REIMBURSABLE OBLIGATIONS BY OBJECT 


Personal services - - 

Communication services_-__........------- 
Rents and utility services 

Supplies and materials 


Total, reimbursable obligations 
Total, obligations 
AVERAGE EMPLOYMENT BY FUNCTIONS 


Supervision 
Security 
Maintenance 
Warehousing 
Preservation 
Records and reports 
Terminal leave 


Subtotal, direct 
Reimbursables (warehousing) 


Total, average employment 


5, 000 
0 


$436, 000 
0 


20, 000 


$470, 000 
0 


0 


+$34, 000 
0 


—20, 000 





485, 000 
4, 007 
0 


456, 000 
C 
—10, 000 


40, 000 
0 


0 


+14, ™— 
+10, 000 





480, 993 


1, 765 
482, ‘ 758° 


446, 000 


52, 000 


498, 000 





161 
145 


166 
145. 5 





$433, 578 


$444, 580 


412, 250 
1, 000 
250 

3, 670 





146, 000 


46, 000 
200 

2, 000 
3, 800 





470, 000 


2, 000 


+24, 000 





|_— 80.000 





472, 000 


| —%, 000 





$419, 745 
1,615 
4, 620 





425, 980 


425, 980 
1,000 
250 

3, 670 
14, 800 
13, 230 
10, 770 
300 


+8, 000 
+2, 270 
0 





470, 000 





1, 765 


52, 000 





483,758 [ 





eBEFSH~o 


498, 000, 


| +24, 000 


—46, 000 
— 200 

0 

—3, 800 


—50, 000 





96, 000 





Colne Or OWN 


_ 
a 


on 











— 
_ 
or 








GENERAL STATEMENT 


The Administration 
operation at Hoboken, 
and Richmond, Calif. 


roposes to operate the five warehouses presently in 
f . Norfolk, Va., New Orleans, La., Baltimore, Md., 
These warehouses provide facilities for the storage, receipt, 
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and issuance of marine equipment and supplies required in the conduct of the 
Administration’s current operations, such as reserve fleets, terminals, shipyards, 
and vessel operating activities. The warehouses also store and preserve vital 
marine equipment required for the reactivation of the vessels in the national 
defense reserve fleets, and for the repair and operation of such vessels. 

Upon the outbreak of hostilities in Korea, these warehouses supplied approxi- 
mately $1,950,000 of marine equipment to a total of 130 vessels withdrawn from 
the fleets through September 30, 1950, for use in support of the Armed Forees, 
Further, certain items in short supply were furnished from the warehouses to the 
Navy- Military Sea Transportation Service for Administration vessels furnished to 
that Service for direct reactivation. The ready availability of this critical marine 
equipment greatly expedited the preparation of these vessels for sea duty. Also, 
certain marine repair items are being supplied from these warehouses for vessels 


currently being withdrawn from reserve fleets to be repaired and held in readiness 
for reactivation as required. 


WORKLOAD, FISCAL YEARS 1950, 1951, AND 1952 


As at June 30, 1950, the five warehouses, together with subwarehouses at 
Wilmington, N. C., and Vancouver, Wash., had inventories of marine equipment 
and supplies representing an acquisition cost of $42,535,000. 

The following statement compares the direct operating costs, employment and 
average workload, expressed in terms of acquisition cost of warehouse stock for 
the fiscal years 1950, 1951, and 1952: 


LOCATION OF WAREHOUSES 


Mr. Toomas. Now, these warehouses are located at Hoboken, N. J., 


Norfolk, Va, New Orleans, La., Baltimore, Md., and Richmond, Calif., 
five of them. 


Admiral Cocurane. All of them are in Government-owned prop- 
erty. 


WAREHOUSE INVENTORY 


Mr. Tuomas. What is the total inventory in the five warehouses— 


$42,535,000. How much of that is usable material? 
Admiral Cocuraner. A very large percentage of it is. 
Mr. Tuomas. Isn’t most of it scrap? 
Admiral Cocurane. No, sir. The scrap has been pulled. I have 
inspected several of these, myself. 


WAREHOUSE PROGRAM, 1952 


Mr. Tuomas. Insert page No. 917 in the record. 
(The page above referred to is as follows:) 











Warehousing function: 
Acquisition cost of in-and-out shipments _.____......-_-- 
Average staff engaged in receipt, issue, and storage of 
stock , ‘ 
Warehousing workload per man-year 
Preservation function: 
Acquisition cost of stock preserved ___- : 
Average staff engaged in preservation work 
Preservation workload per man-year = 
Other functions: Average staff engaged in supervision, main- 


tenance, security, records, and reports work__._.........---- 


Total average staff 

Operating expenses: 
Personal services expense... ._..........--.-- 
Expenses other than personal services 


Total expenses (direct) 


| | 
| Fiseal year 


$12, 156, 000 
64.1 

$189, 600 
$11, 000, 000 
21.9 

$502, 300 


55.3 
141.3 





$9, 550, 000 


52.0 
$183, 700 


$13, 500, 000 
25.3 
$533, 600 





56.0 | 
133.3 | 


Fiscal year 


$8, 375, 000 


45.0 
$186, 100 





$438, 006 
42, 987 


$412, 250 | 
33, 750 | 


$425, 980 
44, 020 








480, 993 


446, 000 | 


470, 000 
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The warehousing program for 1952 involves the movement into warehouses of 
$5,000,000 worth of usable materials removed from vessels to be returned from 
operations, off-site locations and returned from loans to operators, the identifica- 
tion, segregation, storage, care and handling of these incoming materials as well 
as the materials already stored in the warehouses; the out-shipment of $400,000 
worth of materials for use in the Administration’s programs and $2,975,000 worth 
of materials to be disposed of as surplus property (consisting primarily of scrap, 
salvage and those items not able to meet sea-going regulations) ; the completion of 
basic preservation of warehouse stock in the estimated amount of $12,679,000 and 
the represervation of stock with an estimated value of $4,921,000. The acquisi- 
tion cost of warehouse stock at the close of fiscal year 1952 will amount to 
$42,915,000. 

Mr. Tuomas. You said the warehouse program for 1952 involved 
the movement into warehouses of $5 million worth of usable materials 
removed from vessels to be returned from operation off-site location, 
and returned from loan to operators, the out-shipment of $400,000 
worth of materials for use in the administration program, and $2,975,- 
000 worth of materials to be disposed of as surplus. That will leave 
you what—the completion of basic preservation of warehouse stock 
in the estimated amount of $12,679,000, and the preservation of stock 
with an estimated value of $4 million. In other words, do we get the 
idea that you have about $17 million worth of usable stock in there, 
against $42,915,000 of just scrap and junk, et cetera, in the warehouse? 

Admiral Cocurane. No, sir. A good deal of the material is not 
immediately usable, but it is reserve material, such as reserve pumps, 
reserve winches, bolts, and that sort of thing, which have been held. 

Mr. Tuomas. You have 139 employees for ’52, which is a reduction 
of 27, and I remember seeing in this justification, last night—what 
part of that 139 for your warehouses are located here in the District 
of Columbia? 

Admiral Cocuranr. None. 

Mr. Tuomas. None? 

Admiral Cocuranr. None. 

Mr. Tuomas. Well, now, back under your administrative expense 
in the District of Columbia, didn’t you have 11 or 12 employees 
managing the warehouses? What is that figure? 

Mr. Puiuurps. How long ago? 

Mr. Tuomas. That is for fiscal 52. You have got 139 in the 
field, and how many have you got in the District of Columbia man- 
aging that 139 employees in the field, or the five warehouses? Is it 
llor12? You have got it set out, 1remember. I will find it for you. 

Admiral Cocurane. It ought to be under “Maritime operations.” 

Mr. THomas. Yes; that is where it is. Is it 13 or 12? It costs 
$470,000 in the District of Columbia, and that is broken down to 12 
or 13 employees, at a total cost of —— 

Admiral Cocurane. That block is the group that is responsible not 
only for any work that has to be done, any supervision in connection 
with this property, but it is also the group that looks out for the port 
surveys which we do in connection with the Department of Engineers 
of the Army, which has the specific responsibility to get out surveys 
of all harbors in the United States and keep them current—a very in- 
teresting job, and very excellently done. They are now just going out. 
The squad is out in San Francisco Bay, reviewing it as of the moment. 

Mr. Tuomas. And then you have a printing and reproduction cost 
there for that. 
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Admiral Cocurane. That is the same job. 

Mr. THomas. Why can’t we defer that during these strenuous times, 
Admiral? 

Admiral CocHrane. We are very anxious to get the new edition 
out for the New York Harbor, as of the moment. San Francisco Bay 
is, of course, a very important harbor, to have this document ready for 
people who have jobs to do there. 

Mr. Tuomas. Can’t we dispense with that, though, during these 
strenuous times? 

Admiral Cocurane. As I say, today is a time when they are more 
needed than ever. I am sorry, I haven’t got some of those here with 
me, but it is a job we do, as I say, jointly with the engineers of the 
Army. 

Mr. Tuomas. It is very well set out over here. 

Admiral Cocnrane. Here it is, on page 766. That same office is a 
group that is working over the plans involved in reactivation or de- 
velopment of the shipyards. 

Mr. Tuomas. You have got 13, 8 in the District of Columbia, and 
5 in the field. In connection with property management activities, a 
staff of 8 in the Washington office is engaged in administering these 
activities, as well as the real estate activities, and in the development 
and construction of major maintenance of reserve fleet sites in con- 
nection with the Board of Engineers, Port Authority, railroads, land 
grant colleges, United States steamship companies, insurance com- 

anies, and a wide variety of major commercial business concerns. 

‘ou have got five doing that work. Well, that looks like, to me, that 
ought to be a good peacetime operation, to put some people to work. 
Don’t the Corps of Engineers do all that? It is not a reimbursable 
item, either, from the Corps of Engineers, is it? 

Admiral CocHraNe. No; it is one of the jobs. 

Mr. Tuomas. It is their prime responsibility to do that work. 

Admiral Cocurane. Yes; port development is one of our responsi- 
bilities; as a matter of fact, it is quite and important one, under the 
present circumstances, and we have got to be ready. 


MAINTENANCE OF TERMINALS 


Mr. Tuomas. Let’s look at maintenance of terminals. Put page 
925 into the record at this point. 
(The page above referred to is as follows:) 
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Summary statement of obligations and employment fiscal years 1950, 1951, 1952 





| ] 
| | 
| 1951 estimate | 1952 estimate 


| 


1950 actual 


Increase (+) 





Funps AVAILABLE FOR OBLIGATION 
DIRECT OBLIGATIONS 
Appropriation or estimate Mees 


Unobligated balance, estimated sav ings - nee 
Transferred to maintenance of oe ard facil- 


REIMB''RSABLE OBLIGATIONS 





Reimbursements for services performed 


Te NS so cactecctckintan 


| 
SvMMARY OF PERSONAL SERVICES 


Total number of permanent positions. -_-....-_- 
Average number of all employees.__---.-_- ion 


Personal service obligations: 
Permanent positions : bina wien 
Regular pay in excess of 52-week base 
Payment above basic rates__.............-.-. | 


Total personal service obligations... ----| 


DIRECT OBLICATIONS BY O BJECT 
Personal services. ..............-.- ~ br 
Travel... 
Transportation of things_ 
Communication services. 
Rents and utility serv ices. 
Other contractual services _- “eas 
Services performed by ot her. agencies es 
Supplies and materials 
Equipment ithe 
Lands and structures _ 


Total direct obligations ---...........-.-- 


REIMBURSABLE OBLICATIONS BY OBJECT 
Personal services. --_- 
Rents and utility serv ices 
Supplies and materials 
Total reimbursable obligations 
Total obligations. ..._..._- a Ee SS ee 
AVERACE EMPLOYMENT BY FUNCTIONS 
Supervision ----- 
Security _ _- 
Maintenance 
Terminal leave 


Subtotal, direct 
Reimbursables (maintenance) 


| | 
| | 


$510, 850 | $765, | 





$970, 000 
0 


0 


+$205, 000 
0 


4: 





970, 000 | 


| | 
46, 300 | 43, 700 | 


51, 194 | 





558, 196 | 


780, 300 | i 013, 700 | 


+236, 000 


—3, 600 


+233, 400 





$456, 000 | 
4, 200 | 





458, 200 | 
100 | 
120 | 
500 

1,100 

151, 690 

23, 670 

86, 180 
5, 940 

6. 500 } 


280 

af 
120 | 

500 
1, 100 | 
203, 660 | 
198, 500 | 
86, 180 | 
5, 940 | 
0 


970, 000 | 





734, 000 


oe 


507, 002 


—6 
-1 


+$10, 685 
+1, 795 
0 


+15, 080 
+620 

0° 

0 

0 

+51, 970 
+174, 830 
0 


+238, 600 





1, 873 | 
49, 237 
84 | 


0 | 
43, 700 | 
0 | 


| 
2, 600 | | 
43, 700 | 


—2, 600 
0 


0 








51, 194 46, 300 | 





558, 196° 





-—2 600 











Total average employment 
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REQUESTED INCREASES, 1952 


Mr. Tuomas. You want $970,000 this year, which is an increase of 
$236,000 over 1951, the main increase being for other contractual 
services, supplies, and materials, to the tune of about $227,000, that 
is for repairing and alterations; then $15,000 is for increased personnel 
cost, which will give you 132 employees for 1952, against 133 for 1951. 


WITHIN-GRADE PROMOTIONS 


What is your in-grade promotion cost for the fiscal year 1952? I 
saw that figure; was it $133,000? 

Admiral CocuraNne. It is something like that. 

Mr. Hocuretp. On page 485——— 

Mr. Tuomas. I mean, for the entire agency; and what was the 
total amount withheld by the budget in 1951? Was it $331,000? 

Mr. HocuFre.p. $160,000 is the section 1214 reserve. 

Mr. Tuomas. That applied throughout the entire Commission, 
then, didn’t it? 

Admiral Cocurane. That is right. The in-grade salary advance- 
ments are 64,350, set forth on 485. 

Mr. Tuomas. You mean, that is for the entire Commission? It is 
more than that. I think it is 133—I saw that figure last night, but 
it has escaped me. I think it is $133,000. 

Mr. Hocurevp. I think you were looking at the terminal-leave 
‘figure. It is $63,450 for administrative; however, half of that is 
merely a carry-over of 1951 increases. It is $31,000, approximately, 
in maritime training; and it is approximately $10,000 in all the other 
programs, or $104,000, of which, as I said, in administrative, approxi- 
mately $32,000 is merely carrying over the increases which are granted 
this year into the following year, or a net within-grade increase request 
of some $70,000. 

Mr. Tuomas. Well, let me see what the table down here says. I 
saw it here last night, and marked it some place. You have really got 
some good tables here. I want to commend you for it. 

Mr. Hocuretp. Thank you. 


RESERVE FLEET EXPENSE 


Mr. Tuomas. Will the committee please come to order. 

Let me now turn to the Reserve Fleet and at this point will the 
reporter please be good enough to insert in the record pages 1001-1003. 

(The pages referred to are as follows:) 
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Summary statement of obligations and employment, fiscal years 1950, 1951, 1952 












| | 
| 
1950 actual | 1951 esti imate | 1952 estimate | or de- 


| Increase (+) 
crease (—) 














FUNDS AVAILABLE FOR OBLIGATION | | | 

DIRECT OBLIGATIONS | | 
Appropriation or estimate..._..._._____- x $7, 134,800 | $8,978,600 | $6, 500,000 | —$2, 478, 600 
Unobligated balance, estimated savings. ____- —18, 901 | 0 0} 0 
Reserve for savings (sec. 1214)____.___ rere 0 | — 50, 000 | 0 | +50, 000 
Total direct obligations. __..._...._...--- 7,115,899 | 8 998 6 600. | 6, 500, 000 | —2, 428, 600 

REIMBURSABLE OBLIGATIONS 
Reimbursements for services performed Be 109, 718 | 62, 500 | 62, 500 0 
Total obligations..............-- Maint exiles 7, 7, 228, 617 | a. 8, 991, 100 | 2 562, 500. ya 428, 600 


SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions. - - 
Average number of all employees-- 






















Personal service obligations: | | 
Permanent positions ‘ mg $6. 147.040 | $5, 580, ar | $4,491, 607 —$1, fer 141 
Regular pay in excess of 52- week base 5 22, 1! ~ | | 17, 273 | 7,273 
Payment above basic rates.._._._.__- é } 53.7 755 | 82, 207 | 84, 200° + 903 
—=== = SS = ——— = 
Total personal service obligations -| 6, 222, 948 | “6, "663, 045, 4, 593, 080 ar 069, 965 
Deduct charge for subsistence - -_.___- ga 34, 334 | 2, 325 | 0 +2, 25 








—l, 067, 640 


Net personal service obligations. ______-- z 6, 188. 614 } 5. 660, 720 | 4 598, 080 








DIRECT OBLIGATIONS BY OBJECT 





| 
























01 Personal services. ................. eicheniatad 6, 082, 405 | 5, 599, 420 | 4, 531,780 | —1, 067, 640 
OD ai se a tr fu Siaaecad 7, 807 | 15, 000 15, 000 
03. =T ransporti ition of things De a ne ae | 102, 245 | 28, 080 8, 000 | —20, 080 
04 Communication services. __............-- | 11, 991 | 12, 000 | 10, 000 | —2, 000 
05 Rents and utility services____.......__....- | 14, 500 | 17, 500 | 66, 500 +49, 000 
07 Other contractual services ___.* -| 99, 240 | 174, 000 | 161, 600 —12, 400 
Services performed by other agence ies___ } 1, 404 | 644, 000 | 51, 500 | —592, 500 
08 Supplies and materials-_-........_....-- 734, 240 | 2, 353, 700 | 1, 585, 620 | —768, 080 
oN ae 9 ee ee Se ae 62, 032 | 62, 400 40, 000 | —22, 400 
10 Lands and structures =.=... aca 0 | 22, 500 | 30, 000 | +7, 500 
13. Refunds, awards, and indemnities ileline dale 35 | 0 | 0} 0 





Eas ae ee 7, 115, 899 | 8, 928, 600 6, 500, 000 ze } 428, 600 
REIMBURSABLE OBLIGATIONS BY OnsEcT | sta ee 








Total direct obligations 








Personal services 







Rois ee BAP Ge 106, 209 | 61, 300 | 61, 300 | 0 
M Sec warns diet 3, 509 | 4 200 | 1, 200 | 0 








Total reimbursable obligations. 500 | 62, 500 | 0 










Total obligations 


38, 991, 100 | 2, 428, 600 


AVERAGE EMPLOYMENT BY FUNCTIONS “ips is 

















tk, RE PCr a Oe eee aE 3 42 | 41 —1 
Fleet services. .......... 


547 528 —19 
















Office, records and reports 








eecaeececsccescnce 53 | 41 | —12 
I te ae Gere ei fh ee 305 363 +58 
Operation of fleet craft and power equip- | | j 
Se eS, Feel eee | 202. 3 189 124 | —65 
Steward | 











Re Ean Se eter: aaa om 5.0 | 1, 200 S44 ; —356 
Terminal leave... ___- 5.0 | 5 


Subtotal, direct 


Reimbursables: | 
Security in hE EES AR otis 9.0 
Preservation 


Subtotal, reimbursables 





Total average employment.._____.._.____]| 2, 202.0 , 867 , 43: i 
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GENERAL STATEMENT 












Section 11 (a) of the Merchant Ship Sales Act of 1946, as amended, provides 
in part as follows: 

“The Commission (former U.S. Maritime Commission) shall place in a national 
defense reserve (1) such vessels owned by it as, after consultation with the 
Secretary of War and the Secretary of the Navy, it deems should be retained for 
the national defense, and (2) all vessels owned by it on June 30, 9150, for the sale 
of which a contract has not been made by that time, except those determined by 
the Commission to be of insufficient value for commercial and national defense 
purposes to warrant their maintenance and preservation, and except those ves- 
es sels, the contracts for the construction of which are made after September 2, 
ee 1945, under the provisions of the Merchant Marine Act, 1936, as amended. 
eu * * * Unless otherwise provided for by law, all vessels placed in such reserve 
shall be preserved and maintained by the Commission for the purpose of national 
defense. * * *” 

Public Law 591, Eighty-first Congress, approved June 30, 1950, amended the 
Merchant Ship Sales Act of 1946 further in substance as follows: 

(1) To permit the sale of war-built vessels until January 15, 1951; 

(2) To permit the use of reserve fleet vessels for account of any agency or 
department of the United States during any period in which vessels 
may be requisitioned under section 902 of the Merchant Marine Act, 
1936, as amended; 

(3) To permit the bare-boat chartering of war-built dry-cargo vessels after 
findings are made that: 

(a) Public interest requires use of the vessels in a service not ade- 
quately served; 

(b) Privately owned American-flag vessels are not available for 
charter by private operators; 

(4) To permit the chartering of any passenger vessels pursuant to title VII 
of the Merchant Marine Act, 1936. 

The Joint Chiefs of Staff have established the minimum national defense require- 
ments of merchant shipping at a level in excess of the total number and tonnage 
of vessels currently available under the American flag or under effective United 
States Government control. Accordingly, all vessels in the Administration’s 
reserve fleets, which are in a condition that warrants permanent preservation 
for national defense purposes, are being retained in the reserve fleet. 

From the inception of the postwar reserve fleet program to June 30, 1950, the 
Admunistration’s reserve fleets have provided a pool of vessels available for sale 
or charter under the several extensions of the Administration’s vessel chartering 
and sales authorities. During the above period, 4,235 vessels have been placed 
into the reserve fleets, while 1,958 have been withdrawn, with a resultant dis- 
location of the preservation program due to the necessity for transporting hundreds 
of prospective purchasers and inspectors to and from vessels in the fleets, providing 
lights and opening up machinery for inspection in connection with the sale, charter, 
or reconversion of vessels and the shifting of vessels in the fleets. 
























































DESCRIPTION OF RESERVE FLEET OPERATIONS 








The Administration has established nine reserve fleet anchorages strategically 
located on the three coasts as follows: 













Number of vessels, 
Fleet Dec, 31, 1950 

POUR RONO Glo Eco ca a ee 131 
SMR SEG, og ck adip unm ncime wba ape te ke kale 2 
POIRIER EOS... ccadkn ea ca waceeanseahobacieoieavs 444 
ET ES SEE aaa ae Paley Ch Reig bet mete eR 382 
NT a RRS APE. 2s PRES Pes cE Pan) See PU abe 8 321 
ONG TEM SS oo cn sn We wee eee Soke ovens acen 225 
| EEE ATONE EY pte Sep ee ear, ERENCE Ce eee e a 320 
PA es ec eS ahaa un hep nen dense 196 
STON WIE. oe av ometeenducnneenwe Ladhah aguas wan 83 












Vessels withdrawn from operations are stripped of perishable stores and certain 
equipment, drained and towed to the fleet sites at which point tugs of the reserve 
fleet take the vessels and moor them within the fleets. 
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Mr. Tuomas. Admiral, I don’t see any item or request in here for 
fiscal 1952 for operation of the reserve fleet; is that correct? 

Admiral Cocuraneg. That is correct; Mr. Chairman. 

Mr. Tuomas. And why, please? 

Admiral Cocurang. Operations have been very much accelerated 
by the mobilization requirements and some of that appropriation was 
obtained last year—$18,000,000 to repair ships for allocation to the 
military. $16,600,000 has been apportioned to us and is substantially 
obligated. There is about $1,400,000 left which we are requesting for 
reactivating vessels for Korea and other programs. There will be 
additional funds required for breaking out the fleet and repairing it. 

Mr. Tuomas. That is tied up with a recent Executive order? 

Admiral Cocurane. That is correct. 

Mr. THomas. Which, in truth, is setting up counterpart of the War 
Shipping Administration of World War II? 

Admiral Cocurane. That is correct. 

Mr. Tuomas. And with that exception, the budget for 1952, 
$6,500,000, is $2,478,600 less than last year and that reduction is 
largely responsible, I presume, for the lack of any estimates for the 
reserve fleet operation? 

Admiral Cocurane. That is correct, sir. 


FUNDS IMPOUNDED, 1951 


Mr. Tuomas. I notice here under section 1214, this part of your 
program had $50,000 impounded; is that correct? 

Admiral Cocurane. That is correct, sir. 

Mr. Tuomas. The entire amount was? 

Admiral CocHrane. $160,000. 


EMPLOYMENT, 1950-52 


Mr. Tuomas. I note for 1950 you had 2,202 employees for this 
activity; 1951, 1867; and in 1952 you reduced that to 1433? 


RENTS, SUPPLIES, AND CONTRACTUAL SERVICES 


The other objects show an increase, rents and utilities $49,000, 
whereas you estimate a reduction of $768,080 and $592,500, respect- 
ively, for supplies and materials and services performed by other 
agencies? 

Admiral CocHrANE. Yes, sir. 


NUMBER OF SHIPS IN RESERVE FLEET 


Mr. Tuomas. How many ships do we have in the reserve fleet now? 
I find on page 1003 that there are nine reserve fleet anchorages at 
Hudson River, N. Y.; Baltimore, Md.; James River, Va.; Wilmington, 
N. C.; Mobile, Ala.; Beaumont, Tex.; Suisun Bay, Calif.; Astoria, 
Oreg.; and Olympia, Wash. 2,104 ships for the fiscal years 1950 and 
1952? 

Admiral Cocurane. As of the 8th of March 1951, of the total 
number it had been reduced to 1942. That is due in part to ships 
which we are turning over to the MSTS for transportation to Korea; 
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and the other vessels to handle this economic cooperation program 
and as of today we are ordering additional 41 vessels out for these 
foreign programs. 


ESTIMATE OF SHIPS IN RESERVE FLEET, 1952 


Mr. Tuomas. What is a fair estimate of present-day conditions— 
I know this must frankly be a guess—but over last year how many 
will you take out of the fleet for 1952—and understanding you are 
making a wide guess? 

Admiral Cocurane. About 50 slips a month for the next 3 or 4 
months. If conditions stabilize, we will have for next year somewhere 
around 1,700. 

Mr. Tuomas. As against your estimate of 2,104? 

Admiral Cocurane. Yes; that is correct, sir. 

Mr. Tuomas. And of that 400 ships you will take out, do you 
think any of them will be returned to the fleet during the current year? 

Admiral Cocurane. It seems improbable that that would be the 
case. It is our plan not to keep these ships in active service if the 
over-all demands for tonnage internationally diminish to the point at 
which private vessels can carry on profitably. 

Mr. Tuomas. If there is any discrepancy in your estimate which is 
pretty much of a guess, with reference to these 400, that will be taken 
out, that is a little bit on the conservative side; isn’t it, Admiral? 

Admiral Cocurane. I think so sir. Yes. 

Mr. Tuomas. And these figures can be reduced 25 percent if that 

so? 

Admiral CocHrane. 20 percent. 


AVERAGE SERVICE EXPENSES OF SHIPS 


Mr. Tuomas. Now, I see the basic preservation of the average 
vessel has been about $8,000 for direct labor and materials. The 
balance of the amount requested, or approximately $2,554,000, will 
be expended on the essential services required for the operation of 
the fleets. These service expenses for the fiscal year 1952 will average 
$109 per ship per month. That is what it cost to lay that ship up 
per month? 

Admiral Cocurane. That is with the necessary guards and with 
make-up of preservation and inspections and so on. 

Mr. Tromas. Well, some of these garages charge about $30 a 
month to store a car. 


RESERVE FLEET EMPLOYEES 


Mr. Tuomas. Let us look at some of these pages over here. I gave 
these employment figures here. What is the total amount charged 
to the Washington Office under Reserve Fleet? There is a little 
hiatus in this. 

Admiral Cocurane. I will put the total figure at 1,481 positions. 
of which 4 are in Washington. 

Mr. Tuomas. For 1951, which is a reduction of about 452. 

Now, on or about page 1001 you say you have a reduction of 434 
positions and a reduction of about a million dollars. The rate of in- 
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crease for the majority of the reserve fleet averages approximately 
9 cents per hour,—almost $200 a year say, effective October. How 
many of these 1,400 people are located in the District of Columbia? 
Admiral Cocurane. Only 4. The Division of Vessel Custody 
which supervises that as a whole has 33, of whom 13 are directly operat- 
ing for the Operations Branch; 8 in the Office in Chief and 12 in the 
Disposals Branch which is working out these responsibilities. These 
33 however are charged to ‘‘Administrative expense.”’ 
Mr. Tuomas. Are these 1,481 civil-service employees or per diem 
workers? 
Admiral Cocurane. They are largely per diem workers. 


NONPERSONAL 





SERVICE 





COSTS 


Mr. Tuomas. I note here for travel in 1951 and 1952 the estimated 
requirements are $15,000 broken down as follows: one visit to the main 
office for each fleet superintepdent for consultation with home office 
personnel regarding progress of work and the division’s plans and 
policies, at a cost of $1,780. Can you save that this year, Admiral? 

Admiral Cocurane. | think so. Yes, sir. 

Mr. Tuomas. Additionally, funds will be required to send 65 fleet 
security personnel to the Navy firefighting schools at Philadelphia 
and San Francisco for a 5-day course of instruction at a cost of $5,400; 
$8,000 for transportation of things; rents and utility services increase 
by $49,000. That is a fixed charge. Isn’t it? 

Admiral Cocurane. That is correct sir. 

Mr. Tuomas. For contractual services $213,100, repairs to floating 
craft $125,000; repairs to piers $36,000; road and parking area repairs, 
$20,000; maintenance of drainage system, $5,000; maintenance of 
vessel mooring devices, $8,600; supplies and materials, there is a 
reduction of $768,080. Preservation supplies and materials, a reduc- 
tion of $20,493; bottom preservation supplies and materials $762,125; 
fuel $28,500; other materials $13,962. I notice the fuel for 1952 is 
$116,500 and the other materials $91,038. 


SUPPLIES INVENTORY 


What is the inventory of supplies and materials on hand as of some 
recent date? 

Admiral Cocurane. As of the 1st July last year it was $545,000; 
preservation supplies and materials on hand——— 

Mr. Tuomas. At what date? 

Admiral Cocurane. That is on the Ist of July 1950. 

Mr. Tuomas. The Ist of July 1951. Don’t you mean? 

Admiral Cocnrane. The estimate for the Ist July, 1951 is $564,000. 
But, as of the Ist July 1950, we had $545,000. 

Mr. Tuomas. $564,000. The inventory is creeping up? 

The existing repair shop at the James River fleet is located at the outer end of a 
pier which has deteriorated to such an extent that heavy trucks no longer have 
access to the repair shop. Due to the increasingly unsafe condition of the pier, 


which will not be rebuilt, $30,000 is requested for a new repair shop to be built 
ashore. 

For personal services and other incidental supplies and materials it is estimated 
that $62,500 will be reimbursed to the Administration in each of the fiscal years 
1951 and 1952. 


80203—51—pt. 2-34 
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What is that in? 


The Commodity Credit Corporation as of November 6, 1950, informed the 
Administration that, barring unforeseeable circumstances such as heavy export 
or short crops, it would probably want to utilize 48 vessels for at least another 
2 years. 


REIMBURSABLE EXPENSES 


Is that a reimbursable item here? 

Admiral Cocurane. The ships on the Hudson River fleet are used 
for grain storage and they are brought down and the grain is taken 
out and new grain is put in for storage. 

Mr. Tuomas. Is this $62,500 put into the personal service given 
to the Treasury for administration purposes? 

Admiral Cocurane. It goes to the credit of the Administration sir. 

Whether that program for this terrific export of wheat is to end is 
not clear to me, but I understand it will come to an end. 

Mr. Puitups. May I interrupt to get it on the record? Why do 
you have to transfer it from ship to ship if we are to send all this 
grain to Europe? 

Admiral Cocurane. Ships that are carrying grain to sea are re- 
quired to be fitted with longitudinal bulkheads and we only ship it 
there for storage. We are shipping it so that grain does not deterio- 
rate. JI understand they have some requirement to replace the pre- 
sent stock. We have to clear the grain out and put in shipping 
bulkheads. 


INVENTORY OF SUPPLIES, MATERIALS, ETC., INCLUDED IN BARE- 
BOAT CHARGES 


Mr. Tuomas. In the 1951 bill there is a limitation in there prohib- 
iting the Maritime Commission from remaining in the merchandising 
business, namely, bare-boat charges. While I was studying this 
budget I noticed a considerable item for auditing supplies and so on, 
and claims by the Commission and the charterers for supplies and 
materials that go on bare-boat charges—can you put your finger on 
the page? 

Mr. Hocurevp. Maritime operations, page 764. 

Mr. Tuomas. | have written all over it—pages 764, 765. Now, in 
the inventory, I have a notation here: 

These activities include (a) listing and pricing of stores, equipment, spare parts 


and fuel on Maritime Administration vessels sold, delivered to and redelivered 
from charters or general agents— 


These were the prohibited things in the limitation 


(b) participating in inventories of privately owned or chartered vessels operated 
with Government aid; (c) conducting other inventories of Administration-owned 
materials and equipment; (d) computing overages and shortages in inventory 
items and determining accountability therefor, * * * 


Mr. Reporter, at this point, insert pages 764 and 765 in the record. 
(The matter referred to is as follows:) 





1411 


Inventory 





actual | 1951 estimate | 1952 estimate 


| 


Average employment 138. 6 | 





128 





Regular 138. 6 
Vessel repair ; 0. 
Reimbursable 0. 





These activities include (a) listing and pricing of stores, equipment, spare parts 
and fuel on Maritime Administration vessels sold, delivered to and redelivered 
from charterers or general agents; (b) participating in inventories of privately 
owned or ehartered vessels operated with Government aid; (ce) conducting other 
inventories of Administration-owned materials and equipment; (d) computing 
overages and shortages in inventory items and determining accountability therefor; 
(e) conducting inventory adjustment negotiations with charterers, purchasers or 
other responsible officials; (f) recommending inventory adjustment settlements 
to the Office of the Comptroller. 

The following schedule summarizes the comparative workload of inventory 
activities for fiscal years 1950, 1951, and 1952: 


Physical inventories conducted 





| | 
1950 actual 1951 estimate | 1952 estimate 





Regular programs | 473 428 
Vessel repair program (50 ships) eo 0 125 0 
Reimbursable, MSTS repair and activation program (13( 


ships) 0 











| 
Processing 
Processing | inventory 
consumable | overage and 
inventories shortage 
statements 





Workload remaining June 30, 1949 

Additional items received during fiscal year 1950_......._...-.-_---------- : 
Number of inventories and statements processed in fiscal year 1950 
Workload remaining as of June 30, 1950_________._.__.- ck 
Fstimated additional items received in fiscal year 1951 

F stimated number of inventories and statements processed, fiscal year 1951_. 
Fstimated workload remaining June 30, 1951 20 98S SRE BEE LIAR i 
Fstimated num ber of inventories and statements received, fiscal year 1952. - 
Fstimated num ber of inventories and statements processed, fiscal year 1952_- 
Estimated workload remaining June 30, 1952_-..........-..------- DACRE, 


| 

2, 009 
584 394 

| 

} 

| 

| 

| 





38 
La 2, 365 
27 
317 

2,075 

27 
1, 378 
| 724 








Value oj inventories processed 





| | | , 
| 1950 actual | 1951 estimate | 1952 estimate 





OS EE Ey a ee ee ne renee NES | $11, 067, 201 
bk Saw die teakedacinehincimaken tend | 8, 679, 745 
Rein. bursable, MSTS repair and activatio 
ships), receivable 0 | 


$2, 070, 000 | 0 
5, 725, 000 | $2, 783, 000 


| 
Regular programs: | 
| 
| 


ia 0 





The estimate for fiscal year 1952 provides for maintaining the indicated work- 
load of physical inventories on a current basis and reducing the backlogged proc- 
essing work to 724 overage and shortage statements as of June 30, 1952, which 
will involve approximately 47 man-years of work. ‘This number of overage and 
shorthge statements estimated to remain would be considered as being at a 
reasonably current level. 
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INVENTORY PROCESSING 


Mr. Tuomas. Down here it shows “Processing consumable in- 
ventories.’’? It shows the workload remaining from 1950 as 830 cases; 
processing overages and shortage statements and so forth. The 
estimated number of inventories processed in fiscal 1952 is 28 and for 
1951, 1,083. It looks like the Maritime Commission is still in the 
merchandising business. 

Admiral Cocurane. We are no longer taking any interest or have 
any connection with consumables supplied by the steamship companies 
themselves but we have had to put in the equipment which belongs 
to the ship herself. But a great deal of work has been done to resolve 
this problem. 

Mr. Tuomas. How many employees are here? 

Mr. Hocure.p. Page 764, top of the page. 

Admiral Cocurane. 153.8 for 1951; 128 for 1952 

Mr. Tuomas. Isn’t this an overlap of warehouses too? 

Admiral CocuraNne. The work has to be done in the warehouses and 
this has to be done in the ships. 

Mr. Tuomas. When it is taken out it is two separate places? 

Admiral Cocuranr. The warehouses in both cases are ashore; and 
the work has also to be done in the ships. « 

Mr. Tuomas. Can this 128 be reduced at least 331% percent this 
year. You may have to have a little oil to get out from storage; 
bare-boat charges and that means just what it says. This has been 
in spite of the limitation. 

Admiral Cocurane. There are a lot of supply spare parts; naviga- 
tion equipment which is Maritime Administration property and 
which normally is issued with the ship when she goes off on charter, 
a total of $40,000 per ship. 

Mr. Tuomas. You said awhile ago that it was your best guess, 
revising your budget estimates here of 2,104, you would take out 
400 or 500. Does it take 128 employees to take inventories of 600 
ships, spare parts and oil? What else do you put in these ships 
besides spare parts and oil? 

Admiral Cocurane. All of the nonexpendable equipment is part of 
the regular allowance of the ship itself—compasses and so forth. 

Mr. Tuomas. A standard list? 

Admiral Cocurane. There has not been a standard list. We are 
getting a list on these Liberty ships coming out. We are getting 
together now standard lists which will be furnished as part of the 
ship itself. Boats, navigational equipment, spare parts and machinery, 
things peculiar to that ship. 

Mr. Tuomas. Can you give us a rough idea and list some of the 
things supplied? 

Admiral Cocnrane. The fuel we do not give. That is supplied by 
the operator. The things we do give—we have a big store of linen. 

Mr. Tuomas. If the ship is taken out of anchorage you have to 
have fuel to start with. So fuel is one of your items that you supply? 

Admiral CocHranen. Yes. Anchors and cables, mooring lines, 
navigation equipment, compass. 

Mr. Tuomas. Blankets, sheets, and pillow cases? 

Admiral CocHraneg. Yes. We have a big stock of them. 

Mr. Tuomas. Are you still supplying those? 















1413 


Admiral Cocurane. I guess we have a large store of them. Yes. 
Mr. Tuomas. Can’t you sell them? They are higher now than they 
have ever been in 50 years? 


Admiral Cocurane. They are all used material so they would sell 
at a ridiculous price. 


Mr. Tuomas. This item is one of the biggest headaches. You have 
128 people on it. 

Admiral Cocnrane. When they put these ships back into service 
it is one of the jobs that creates the greatest trouble and actually we 
had to get 2 million dollars worth of material to fill those supplies. 

Mr. Tuomas. When? 

Admiral Cocurane. In the past 2 months. 

Mr. Tuomas. For bareboat charges? 

Admiral Cocurane. Yes. MSTS bareboat charter—where the 
operator has no assurance of how long he will have his ship—if he 
had it 2 or 3 years it would be different. 

Mr. Tuomas. Where did you get the funds for this? 

Admiral Cocuraneg. It was taken out of ship-repair money to 
activate ships for MSTS. 

Mr. Yates. MSTS? 

Mr. Tuomas. That is a direct contravention of the provisions of 
the bill? 

Mr. Hocuretp. I believe the agency has complied with the limita- 
tion’s language. When the language was inserted there was an ad- 
denda issued to all bareboat charter contracts which require the 
charterer to dispose of all consumable goods. 

Mr. THomas. Regardless of what you give them, Mr. Budget 
Officer, the admiral has testified there has been $2 million spent for 
supplies and materials. 

Admiral Cocurane. That is standard equipment. 

Mr. Tuomas. That is what this limitation had in mind—to get 
you out of the merchandising business. 

If a man wants to borrow a ship he ought to put his supplies in. 

Mr. Puriurps. It would depend on what the supplies are. Ob- 
viously you cannot turn a boat out without mooring lines. Let us 
find out what they spend the $2 million for. 

Admiral Cocurane. It was to provide 100 sets of gear to fill out 
what we did not have in our warehouses. I don’t think I have the 
exact list. 

Mr. Tuomas. There is no argument about that. 

Mr. Puriuies. How much did that cost? 

Mr. Tuomas. Coffee and provisions? 

Admiral Cocurane. None of that was provided. 

Mr. Puitures. None of your ship’s stores? 

Admiral CocuraNne. Slop chest. None of that was provided. 

Mr. Tuomas. For blankets, sheets, and pillow cases? 

Admiral Cocurane. None, sir. 

Mr. Puitiures. How much was consumed by actual running gear? 

Admiral Cocurane. Well, all of it went with the sort of things I 
have just mentioned. We were deficient in galley equipment, in 
mooring lines, particularly manila, boatfalls, special tools. That in- 
ventory is always poor. 

Mr. THomas. What special tools? 

Admiral CocuraNne. Tools for lathes. 
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Mr. Tuomas. $2 million for supplies and materials for your ware- 
houses and if the going gets rough you have to spend money for them? 

Admiral Cocurane. Because they are not in plans. I have 
checked that particularly carefully myself. In the warehouses 
inventory there are replacement parts, shafts. 

Mr. AnpreEws. Are you overstocked on anything? 

Admiral Cocurane. I would say in peacetime conditions we were 
overstocked on bedding, linen, and blankets. But as of today with 
the demands for troops going into service, I do not think that is 
true. We have turned over $20,000 worth per ship for 200 ships. 

Mr. Tuomas. What this item means to you—you cannot break it 
down. It means 50 percent of the total cost of salary, expenses, and 
furnishing material. It amounts to another subsidy. There is no 
escape from that and it is a hidden subsidy. 

Admiral Cocnrane. Mr. Chairman, it is in two categories. When 
a man takes a ship out on charter for one, two, three, or four voyages, 
he has to recover the cost. If it comes back into the warehouses 
and it is usable we get the benefit of that. 


FIELD AND WASHINGTON EMPLOYMENT 


Mr. Tuomas. These 128 employees you mention—how many of 
these are in the field and how many in the District of Columbia? 

Admiral Cocurane. If you will look at page 764 

Mr. Tuomas. It is not broken down between the field and the 
District. 

Admiral Cocurane. I would say roughly 10 of them in the District. 
They show on page 754 under ‘Office service, Purchase and Sale 
Branch.” 

Maritime TRAINING 


Mr. Tuomas. Let us take a look at “Maritime training.”’ 
At this point, Mr. Reporter, will you insert page 1101 in the record. 
(The matter referred to is as follows:) 
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Summary statement of obligations and employment, fiscal years 1950, 1951, and 1952 





| 
: | Increase (+) 
1950 actual 1951 estimate 1952 estimate | or de- 


| crease (—) 
| 





FuNDs AVAILABLE FOR OBLIGATIONS 
DIRECT OBLIGATIONS 
Appropriation or estimate. 


Total available for obligation. 
Unobligated balance, estimated savings 


Obligations incurred 
Comparative transfer to 
Department of Commerce” 
Comparative transfer to ‘Salaries and expenses, 
Maritime activities, 
merce”’ 


Total direct obligations 
REIMBURSABLE OBLIGATIONS 
Reimbursements for services performed 
Total obligations 
SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions. __._...- 
Average number of all employees_...........--- 


Personal services obligations: 
Permanent positions. ..............----.-.- 
Regular pay in excess of 52-week base 
Payment above basic rates_..............- 
Subtotal 
Trainees 


Total personal services obligations_.__--- 
AVERAGE EMPLOYMENT BY FUNCTIONS 


Administrative 
Training -__- 

Medical i 
Finance-supply 
Commissary 

Mainten: ance-operation.. 
Security 


Total employment --_-_.__-._- cebeen kan dia 


Less reimbursable 


“Sta te marine schools, | 


tent of Com- | 


$6, 586, 000 | 


6, 586, 000 | 
— 124, 475 | 





4,3 348, 520° 


$3, 605, 000 | 


—$743, 520 


3,605,000 | —743, 520 
0 | 0 





6, 461, 525 
—710, 566 


—104, 985 | 


4, 348, 5: 


3, 605, 000 —743, 520 


| 
| 
| 
| 
fi 
| 


0 


0 | +64, 280 





5, 645, 974 | 


289, 020 





4, 284, 240 | 


| 


215, 330 O | 


3, 605, 000 | ~ 679, 240 


120, 800 : 





5, 934, 904 | } 


== 





4, 499, 570 of 





961.0 
937.6 


| L 








$1, 927, say 
556, 9 g x0 





3, 388, 646 | 
1, 300, 452 | 


4, 689, 008 | 





2, 484, 170 
989, 610 | 


3, 473, 7: 


eS 
N38 


2 


_ 
mod 


| eos t< 
ers 


4 


+51, 090 
— 989, 610 


988, £20 





611. 8 | 
17.0 














594.8 | 





OBLIGATIONS BY OBJECTS, 1950-52 


Mr. Tuomas. For 1952 the estimate is $3,605,000 against $4,348,520 
for 1951 which is a decrease of $743,520 for 1952. 
Reporter, will you insert the top table on page 1102 showing “ Direct 


obligations by objects.”’ 
(P. 1102 follows:) 


At this time, Mr. 
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Summary statement of obligations and employment, fiscal years 1950, 1951, 1952 








Increase (+) 
1950 actual | 1951 estimate | 1952 estimate or de- 
crease (—) 





DIRECT OBLIGATIONS BY OBJECTS 


Personal services (other than trainees) 128 $2, 412, 720 $2, 485, 000 +-$72, 280 
Trainees ea sithhets , 247, 238 954, 900 0 —954, 900 


Total personal services : , 500, 366 3, 367, 620 2, 485, 000 —882, 620 
Travel , 784 44, 000 43, 840 —160 
Transportation of things ch antiaaea 5, 899 12, 100 12, 060 —40 
Communication services. ___..._-- Subs 23, 341 18, 800 18, 300 —500 
Rents and utility services__-............--- 97, 286 72, 400 | 69, 600 — 2, 800 
Printing and reproduction. - saa sais 7, 389 2, 700 2, 700 0 
Other contractual services 233, 276 194, 250 204, 500 +10, 250 
Supplies and materials. - ‘ 651, 159 551, 870 | 742, 600 +190, 730 
Equipment Sere we 25, 474 20, 500 | 26, 400 +5, 900 

















4, 284, 240 | 3, 605, 000 | 


Total direct obligations. -- | 5,645,974 | 





REIMBURSABLE OBLIGATIONS BY OBJECTS | 
| 


Personal services (other than trainees) 


: 135, 518 | 71, 450 50, 260 
ne iia at os a a cele Gemnaiamiackudie | 0 


53, 214 | 34, 710 





Total personal services 188, 732 106, 160 50, 260 
Travel neta 13, 529 30, 770 300 
Transportation of things. -- aie 7 442 530 300 
Communication services... ...-.-.- ae 442 530 300 
Rents and utility services. _-_.--- Paes 9, 781 11, 930 10, 910 
Printing and reproduction_ --_ -- 0 0 0 
Other contractual services__- ea 4, 920 5, 350 3, 040 
Supplies and materials__._............-- 70, 055 58, 680 54, 920 
Equipment we De 1,119 1, 380 770 














Total reimbursable obligations. --- 289, 020 215, 330 


Total obligations.........................| 5,934,994 | 4,499,570 3, 








Mr. Tuomas. “Travel,” $43,800; “Equipment,” $26,400—an in- 
crease of $5,900 for 1952. ‘“‘Supplies and materials’ an increase of 
$190,370 for 1952. For ‘Contractual services,’”’ $204,500—an increase 
of $10,250 for 1952. Will you also please insert pages 1103, 1104, 
1105, 1106? 

(The material is as follows: ) 


GENERAL STATEMENT 


Authority for a permanent and continuous program for training licensed and 
unlicensed personnel for service in the United States merchant marine is contained 
in the declaration of policy, seetion 101, of the Merchant Marine Act, 1936, as 
amended. 

Section 216 of this act authorized and directed the establishment and main- 
tenance of the United States Maritime Service for the training of citizens of the 
United States to serve as licensed and unlicensed personnel on Ameircan merchant 
vessels. The same section also authorized the training of American citizens to 
become licensed officers of the merchant marine. The cadet training system, 
now known as the United States Merchant Marine Cadet Corps, was established 
on March 15, 1938, and the United States Maritime Service was established on 
July 14, 1938. Both have operated continuously since these dates. 


FISCAL YEARS 1951 AND 1952 BUDGET LEVELS 


Following are certain salient facts regarding the revised 1951 estimate and the 
proposed 1952 estimate: 

1. The 1951 budget estimates made no provision for pay of cadet-midshipmen 
at $65 per month as allowed in previous years, but substituted therefor a uniform 
and textbook allowance of $200 per year. The Independent Offices Appropriation 
Act, 1951, however, eliminated the uniform and textbook allowance.and authorized 
the pay for cadet-midshipmen for fiscal year 1951. The 1952 budget estimate 
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excludes pay for cadet-midshipmen and substitutes uniform and _ textbook 
allowances instead. 

2. The 1951 budget estimate made no provision for pav of trainees at the 
Sheepshead Bay and Alameda stations. The Independent Offices Appropriation 
Act, 1951, however, authorized the pay for trainees for fiscal year 1951. The 
1952 budget estimates exclude pay for trainees. 

3. Labor relations and seamen service activities included in the 1951 appropria- 
tions under maritime training have been transferred to administrative expenses. 
As a result, $64,280 is excluded from the 1951 revised training estimates and 
reflected as a comparative transfer to administrative expenses, 

4. Neither the 1951 appropriation nor the 1952 estimates provide for (a) the 
operation of the Pass Christian School of the United States Merchant Marine 
Cadet Corps, and (b) the operation of the St. Petersburg training station and the 
training vessel American Mariner of the United States Maritime Service. 

5. Since the 1951 appropriations made no provision for operating or closing 
costs at Pass Christian and St. Petersburg training stations. it was necessary to 
close these stations considerably in advance of the end of fiscal year 1950 so as to 
absorb within 1950 appropriations the necessary terminal leave and travel expenses. 
In connection with these stations, it was expected that effective July 1, 1950, 
through prior disposal or transfer of the stations to General Services Administra- 
tion, the cost of custodial activities would be assumed by that agency. It was 
later ascertained that under existing regulations the Maritime Administration 
must retain custody for not to exceed 1 year before transferring the stations to 
the General Services Administration unless disposed of elsewhere. Under these 
conditions, the Maritime Administration must assume custody expense of $80,100 
for the fiscal year 1951. With regard to the disposal of these properties, the 
Maritime Administration plans to declare the training station at Pass Christian, 
Miss., as excess to its needs and authorize the General Services Administration 
to dispose of the property as soon as possible or transfer it to the United States 
Coast Guard. As to the plant at St. Petersburg, a different situation exists. The 
station and the training vessel American Mariner were especially designed for the 
year-round training of unlicensed personnel for service on merchant vessels. 
Approximately 40,000 new unlicensed men would have to be trained to supply the 
necessary personnel to man the vessels in the Administration's reserve fleets in 
the event of mobilization. This would be in addition to the 60,000 experienced 
seamen now ashore who might be recalled for such service. Accordingly no action 
is being taken, especially in light of the international situation, to dispose of the 
property at St. Petersburg, Fla., and funds are included for custodial costs in 1952. 

6. The 1951 estimates submitted to the Congress provided for an average of 
794 cadet-midshipmen at Kings Point based on attrition allowances. Applica- 
tion of actual 1950 attrition rates to cadet-midshipmen in training indicates that 
an average of 855 will be at. Kings Point during fiscal vear 1951. with resulting 
additional costs of approximately $69,400. The 1951 revised estimate provides 
for the absorption of this amount through reductions elsewhere in the program. 

7. The 1952 estimates make provision for the following increases in personal 
services (other than trainees), other contractual services, supplies and materials, 
and equipment, 


A. Personal services 


(a) Because of the projected decrease in Filipino training in 1952, less reimburse- 
ment will be received from the Philippine rehabilitation fund. In order to pre- 
vent a reduction in the station complement at Kings Point, an increase of $21,280 
is requested in direct appropriations to cover five positions which ordinarily 
would be covered by reimbursement. : 

(b) An inerease of $51,000 is requested for within-grade increases for civil- 
service personnel, longevity pay raises for uniform personnel, and reductions in 
lapse rates. 


B. Other contractual services 


(a) An increase of $9,500 for maintenance and repair of facilities at the various 
installations. (Further explained in paragraph E— Maintenance and repair.) 

(b) A net inerease of $750 resulting from minor ‘round off” increases or de- 
creases in the various installations. 


C. Supplies and materials 


(a) Additional costs of $160,000 are reflected under this object for uniforms 
and textbooks allowances substituted in 1952 for cadet pay. 
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(b) An increase of $44,500 over the 1951 estimate is requested for maintenance 
and repair supplies and materials to provide necessary repairs to buildings and 
docks. (Further explained in paragraph E— Maintenance and repair.) 

(c) The increases included under (a) and (6) are offset in part by reductions 
occasioned by reduced cadet-midshipmen workload at Kings Point and release of 
the Pass Christian school. 


D, Equipment 


(a) An increase of $5,900 is requested for the replacement of motor vehicles. 
The 1951 appropriation provides for the replacement of a bus and two station 
wagons, while the 1952 estimates provide for the replacement of an ambulance 
at Kings Point, N. Y., and the replacement of four station wagons. 


E. Maintenance and repairs 


Additional funds are requested (in B and C above) to permit essential repairs 
at the three training stations located at Kings Point, N. Y.; Sheepshead Bay, 
N. Y.; and Alameda, Calif., which comprise 84 separate buildings on 221 acres of 
ground and which are valued at approximately $30,000,000. During the past 
several years it has been possible to perform only the most imperative and major 
repair projects. Major repair work in connection with wooden buildings and 
piers, iron piping, and transmission lines, all of which were wartime construction, 
has been deferred by lack of funds, due to the absorption of pay increases in fiscal 
year 1950 and the further absorptions enumerated previously. 


MARITIME TRAINING ACTIVITIES 


Cadet-midshipmen training.—Provision is made for the operation of Kings Point 
Academy with an average of 346.4 instructors and operating personnel to continue 
the instruction of an average of 800 cadet-midshipmen, of whom 608 will be in 
their third and fourth years and 192 in their first year. In addition, 200 will be 
at sea during the second year of their 4-year course. 

The cadets are trained to become third mates and third assistant engineers in 
the merchant marine. Upon graduation, cadet-midshipmen receive a bachelor 
of science degree and are commissioned as ensigns, United States Merchant Marine 
Reserve and United States Naval Reserve, in inactive status. As provided by 
the Selective Service Act of 1948, cadet-midshipmen are deferred from induction 
into the Armed Forces, but are obligated to serve, after graduation from the Kings 
Point Academy and upon being commissioned as ensign, USNR, for not less than 
2 years, if called by the Secretary of the Navy. It is anticipated that 141 cadets 
will be graduated during fiscal year 1952. 

Upgrade and specialist training.—Training stations at Sheepshead Bay, N. Y., 
and Alameda, Calif., will be operated for various types of upgrade and specialist 
training. An average of 95 and 63.1 instructor and operating personnel, respec- 
tively, will be needed to give training to average student complements of 150 at 
Sheepshead Bay and 90 at Alameda, producing a total number of trained men of 
1,650 and 990, respectively. The courses of instructions are varied and of 1, 2 
and 4 months’ duration, with intake and graduation spread evenly throughout the 
year. Upon completion of courses, the men returned to the ships for duty. 


DECREASE IN REIMBURSABLE OBLIGATIONS 


Mr. Tuomas. I note here because of the decrease of Philippine 
training in 1952, less reimbursement will be received from the Philip- 
pine rehabilitation fund. That has been wound up. A reduction 
in the station complement at King’s Point and an increase of $21,280 
is requested in direct appropriations to cover five positions which 
ordinarily would be covered by reimbursement. Since that is a State 
Department program, can you get reimbursement from State for that 
$21,280? 

Admiral Cocurane. We could get it if they were going to supply 
students in equivalent number. 

Mr. Tuomas. Well they are going to supply them for 1953 and 1954 
if I remember right—20 of them. 

Admiral-Knieut. Forty. 

Mr. Tuomas. They are 1953-54? 
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Admiral Knieur. Yes. 

Admiral Cocnrane. We had 89 of them and we only have 40 left 
and we naturally assume that their contribution for that number 
should be less than previously. 

Mr. Tuomas. We understand that. Part of the cost came from 
the Philippine rehabilitation fund and the program was sponsored by 
the State Department and the Philippine rehabilitation fund will be 
exhausted at the end of fiscal 1951. Now, the question is: Why 
can’t you get rehabilitation from State; or is it desirable to do that? 

Admiral Knieut. I don’t know that it reflects the exact picture, 
because the number has been reduced and the charge will come down. 
If we are serving 37 positions last year and 17 this year, next year it 
will be 12 only. 

Mr. Tuomas. Has it not come down appreciably? 

Admiral Knicutr. Yes. And their appropriation has come down, 
too. 

Mr. Tuomas. $21,280—is that the proportionate cost between the 
original number and the number you will have in 1952? 

Admiral Cocurane. Yes, sir. Because we have tried to figure it 
exactly as based on the proportions of the prior years and the con- 
tributions they should make for the personnel who have charge of 
these cadets. I think it has been worked out mathematically as to 
the number we still have. 


ESTIMATE CADET EQUIPMENT, SUPPLIES, AND TEXTBOOKS 


Mr. Tuomas. I think I ought to call attention to the difference 


between the 1952 and the 1951 bill. The 1951 bill had no provision 
for $65 per month for the Kings Point boys, and it was inserted in 
the other body. The 1952 budget estimates include the payment for 
cadet equipment and supplies, textbook allowance for $200. Is that 
correct? 

Admiral Knicur. That is correct. 

Mr. Tuomas. I wish you would explain this: 


TRANSFER OF ACTIVITIES TO ADMINISTRATIVE EXPENSES, 1951 


“Labor relations’ and ‘‘Seamen service” activities, included in the 1951 
appropriations under ‘‘Maritime training,’’ have been transferred to ‘‘Adminis- 
trative expenses.”’ As a result, $64,280 is excluded from the 1951 revised training 
estimates and reflected as a comparative transfer to ‘‘Administrative expenses.” 

Are you talking about your NewYork office correspondence school? 

Admiral Knigur. Do you wish me to explain that? 

Admiral Cocurane. It is the services given in connection with 
their seamen from the war period. Will you go over that? 

Admiral Knigur. Actually, Mr. Chairman, the ‘Maritime labor 
relations’ function and the “Seaman service’ functions were appro- 
priated for in the “Maritime training” funds for 1951. Now, we have 
still been paying them out of the appropriation. 

Mr. Tuomas. What is the purpose of the appropriation? 

Admiral Knicut. The purpose of the appropriation in the ‘Mari- 
time labor relations’? was to handle the records of the agreements 
between the unions and the operators; to keep records of the inter- 
national labor relations, to participate in these things, to advise the 
Commission of labor trends and labor developments—not in any sense 
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of the word to settle labor disputes, which we have not gone into. 
That has not been under my jurisdiction during this past year. Only 
the money has remained, and it was paid from the funds that remained. 

Mr. Tuomas. How many employees? 

Admiral Knieur. 12. 

Mr. Tuomas. How many in the 1952 budget? 

Admiral Knicur. None in the “ Maritime training” fund. 

Mr. Tuomas. It is still in the budget? 

Admiral Cocurane. That cost $60,200 as compared- 
Mr. Tuomas. Not salaries and expenses of administration? 
Admiral CocHrane. Yes, sir. 

Mr. Tuomas. How many employees for 1952? 
Admiral Cocurane. 12. 





LABOR ACTIVITIES 





Mr. Tuomas. What are the needs for these 12 employees? What 
difference does it make to the Maritime Commission and what 
authority have you to stop it if a steamship operator and one of the 
unions fall out? You cannot stop the strike. You have no jurisdic- 
tion to step in there. 

Admiral Cocurane. There is no effort to do that. 

Mr. Tuomas. You have a labor department? 

Admiral Cocurane. We are concerned with the over-all situation 
as regards seafaring unions and shoreside unions as well. We have 
one labor adviser as part of my own staff. 

Mr. Tuomas. We have a Department of Labor that is apparently 
functioning. The staff is on the increase. Why cannot this item 
be transferred solely over to the Department of Labor and your budget 
reduced? 

Admiral Cocurane. I am concerned with the availability of labor 
in the new set-up. 

Mr. Tuomas. Your normal duties are not too varied. You operate 
these ships under a subsidy and construct them under a subsidy and 
L when you have said that and you throw in your warehouses and 

Reserve Fleet and maritime training, that is the problem. 

Admiral Cocurane. Yes. 

Mr. THomas. So why do you need 12 employees to work on labor 
disputes where probably it is not your field? 

Admiral Knicur. Only six were charged to that function. The 
other six were on ‘‘Seamen’s service.” They maintained the records 
and awards. 

Mr. Tuomas. And you have six set up for that purpose this year? 

Admiral Cocurane. Yes. 

Mr. Tuomas. What does the work load of these six amount to in 
maintaining the records? 

Admiral Knicur. Page 767—the paragraph there. 

Mr. Tuomas. I read that last night and did not understand it. 
Why we should have to worry about awards and medals—I think that 

part of the duties are substantially negative. That will be a con- 
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stantly recurring item. They write in about insurance and they 
have to have a certificate to do certain things and so on. What is the 
workload? How many pieces of mail and how many cases did you 
handle in 1951? How many do you expect in 1952? 

Admiral Cocurane. I personally have not reviewed that. 

Mr. Tuomas. Have you got that, Mr. Budget Officer? 

Mr. Hocure pn. I have not. No, sir. 

Mr. THomas. Can we reduce this to about two for 1952? 

Admiral Knicur. I can say, Mr. Thomas, that since Korea this 
has doubled. 

Mr. Txomas. Is this under your jurisdiction, Admiral Knight? 

Admiral Knicur. No sir. It is not. 

It is coming back to me. 

Admiral Cocnrane. The organization is just being set up again. 

Mr. Puitures. Have you had a reorganization of the Maritime 
Administration? 

Admiral CocuraNne. Yes. 


ST. PETERSBURG TRAINING STATION 


Mr. Tuomas. I noticed you assumed $80,100 for maintenance and 
operation of St. Petersburg Training Station. You are not going to 
declare it surplus? 

Admiral Cocurane. We might have if the present emergency had 
not arisen. But it looks now as if we must reactivate it. As to Pass 
Christian it looks as though there may be discussions about it with the 
Coast Guard to take it over. 

Mr. Tuomas. There are the cadets at Kings Point. 

Admiral Knigutr. That was reduced to 855 this year. 

Mr. Tuoomas. What will be the number throughout the year? 

Admiral Knieur. About 836. 

Mr. Tuomas. Eight hundred and thirty-six. Next year it is 800? 

I notice you have an increase of $51,000 for within-grade for civil- 
service personnel, longevity and so forth? 

Admiral Knicur. That is automatic, sir. 

Mr. Tuomas. And in your table over here you pay your uniform 
personnel the same as the Coast Guard? 

Admiral Cocurane. That is correct. 

Mr. Tuomas. And in your table over here for subsidization of 
quarters, of heat and light, for uniformed personnel—where is that 
table, Mr. Budget Officer? 

Mr. Hocuretp. 1112 and 1113, which is the total breakdown of 
the cost for 1952. 

Admiral Cocurane. This is exactly the same. 


BREAKDOWN OF COSTS, 1952 


Mr. Tuomas. That is page 1112. Insert this table in the record 
at this point. 


(The table is as follows:) 
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Mr. Tuomas. It says here for your uniformed personnel for 1952 in 
addition to salaries, you will spend $222,300 for quarters allowance; 
$103,000 for subsistence allowance; and $13,500 for clothing allowance. 







HEALTH SERVICES EMPLOYEES 











Getting back to Kings Point, I notice the medical cost here. How 
many employees do you have for Kings Point alone for taking care of 
the sick? 

I have a figure of 29—or is that throughout the service? 

Admiral Knicut. 14.5 at Kings Point for taking care of the sick. 

Mr. Tuomas. Are they paid from your funds directly? 

Admiral Knicur. Yes, sir. 

Mr. Tuomas. Are these civilian employees and everybody? 

Admiral Knicur. Everybody on the base but not civilian em- 
ployees. 

Mr. Tuomas. How much is there in here for civilian employees 

Admiral Knicur. Two nurses; one for medical services at W < 
ington and one in New York. 

Mr. Tuomas. How much is there for salaries, expenses, supplies and 
materials? 

Admiral Knicur. A transfer of $77,000 to Public Health Service for 
their own personnel, and for supplies and materials. That is outside 
of our own salaries. 

Mr. Tuomas. That is what I am getting at. Is that $77,000 for 
civilian employees or for the cadets or the enrollees? 

Admiral Knieur. For cadets and enrollees. 

Mr. Tuomas. How much do you charge in the way of salaries and 
expenses and supplies and materials for civilian employees? 

Admiral Knicutr. We do not have any medical care for civilian 
employees except two nurses. One in New York and one in Washing- 
ton who serve our entire Maritime administration and eight in the 
Reserve Fleet. There are 10; 8 pharmacists’ mates, and 2 nurses. 
Our preventive medicine program has 10; 8 to take care of first aid in 
the Reserve Fleets and 2 nurses. 

Mr. Tuomas. And is that charged up against you? 

-\dmiral Knicur. Yes sir. For years it has been. 

Mr. Tuomas. What does that take in salaries, expenses and ma- 
terials? 

Admiral Knicur. It is broken down and covers only salaries. 

Mr. Tuomas. There was no dollar mark set there as I remember. 

Admiral Knicur. The amount—— 

Mr. HocuFrep. $39,400, at page 1112. That is added to the 
$77,000 transferred to Public Health Service. 

Mr. Tuomas. One of these two items is not chargeable to you? 

Mr. Hocurexp. $77,000 is turned over to the Public Health Service 
for medical care of cadets and enrollees in training. 

Mr. Tuomas. That is chargeable to you? 

Mr. Hocure tp. $39,400 is also chargeable to us and is expended 
for civil service personnel medical care. 

Mr. Tuomas. In what locations? 

Mr. Hocuretp. There is one in each of the reserve fleets—one in 
New York and one in Washington. 
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Admiral Knieut. One nurse is in Washington and one in New York, 
One nurse is located in the Commerce Department medical room and 
one in New York located at 45 Broadway who takes care not only of 
our own personnel but some other Government personnel. 

Mr. Tuomas. At Kings Point how many civil servants do you have 
there? 

Admiral Knicut. Twenty-five and nine-tenths on the lapse list of 
civil service employees, most of whom are women. 


EMPLOYEES AT KINGS POINT 


Mr. Tuomas. You have 346 employees at Kings Point. How 
many of them are not in the civil service? 

Admiral Knieur. Three hundred and twenty of them are Maritime 
Service enrollees. All civil service personnel that are there are classi- 
fied workers, mostly girls, stenographers, clerks, file clerks—25 of 
these. 

Mr. Tuomas. What about kitchen employees? eieS 

Admital Knigut. They are all enrollees in the Maritime Service. 

Mr. Tuomas. And 346 covers them all? 

Admiral Knicur. Yes, sir. That is the average for the year. 

Mr. THomas. What is the total on the figure for 346? 

Admiral Knicur. It is at the top of page 1112; 346 is the lapse 
figure, 358 is the total figure. 

Mr. Tuomas. That is where I get some of my information; but it 
does not give me the information I seek. In 346 how many are kitchen, 
dining room, maintenance employees, stenographers and instructors? 

Admiral Knienr. It is shown at the bottom of page 1112, sir. 

Commissary employees 61; maintenance and operation 86; security 
29; finance and supply 13; medical 14; training 115; 16 in the admin- 
istrative work. That includes the Superintendent and his assistants. 

Mr. Tuomas. Sixteen. And you have maintenance and operation. 
What I am trying to get at is how many there are in the kitchen and 
dining room. 

Admiral Knieur. I have not broken them down that way. They 
are all in the commissary department and kitchen, dining room, dish- 
washers—the ones who prepare and serve the food and cook are 
included in that department. 


Mr. Tuomas. All that is covered under the heading of ‘Com- 
missary’’? 

Admiral Knicur. That includes storekeepers and so on. 

Mr. THomas. Now, you have medical here. 14.5 employees. 

Admiral Knicutr. Nurses, pharmacist’s mates, dental assistants 
and clerical help. 

Mr. Tuomas. For that 14.5, is that the $77,000? 

Admiral Knieurt. No, sir. 

Mr. Tuomas. That is in addition? 

Admiral Knicurt. Yes, sir. 

Mr. Tuomas. You have three items we have found out so far for 
medicine—$39,000 and $77,000 and how large is this one for? 

Admiral Knicut. The $77,000, I have a table which shows 

Mr. Tuomas. I just asked if this was your $77,000 program. 

Admiral Knieur. No, sir. That is purely Public Health Service, 
doctors and assistants and medical supplies which they furnish. 
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Mr. Tuomas. And what is this item for—$14,500? 

Admiral Knicutr. You mean the 14 people? 

Pharmacist’s mates, dental assistants and the nurses in each of these 
units. They follow right straight across the budget estimates at 
each unit. 

Mr. Tuomas. What does this cost? 

Admiral Knicut. I would have to break it down for you. 

Mr. Tuomas. How much is supplies in that $14,000? 

Admiral Knicur. Medical supphes are furnished out of the $77,000. 

Mr. Tuomas. You have three medical pools—$39,000, $77,000, 
and this one. Do you know how much this amounts to? 

Admiral Knieur. I don’t know what the salaries of these 14 people 
amount to. I could give you that. 
aaa The probabilities are it will be between $40,000 and 


PREVENTIVE MEDICAL PROGRAM FOR RESERVE FLEET 


Admiral Knicutr. Something like that. These are the medical 
attendants who assist the Public Health Service. But $39,000 is 
for the preventive medical program for the reserve fleets and maritime 
administration. It is merely in here because it has always been there 
since the medical program has been under my jurisdiction. It is not 
part of training. 

Mr. Tuomas. Have you any more medicine items besides these 
three? 

Admiral Knicrr. No sir. 

Mr. Tuomas. The third one is there, if you can find it. Have you 
a fourth one that I have not found? 

Admiral Knieut. No sir. 

Mr. Tuomas. No supplies here. 

Admiral Knieutr. No supplies. The 14 persons are the assistants 
to the Public Health Service. 

Mr. Tuomas. Well, your language in your justification indicates 
this $39,000 figure for your doctors for preventive medicine is not right; 
that your 10 employees and your supplies—it is clear are in excess of 
$39,000. 

Admiral Knigutr. We do not pay for anything except personnel and 
ask them for reserve fleets and these two nurses. 

Mr. Tuomas. Don’t you buy supplies? 

Admiral Knigur. Medical supplies that go into the reserve fleets 
come out of their appropriations. I have not got what that amounts 
to. They supply them. We do not. 

Mr. Tuomas. Well, there is the fourth. Maybe we will find a fifth 
one. How much is that coming out of the reserve fleet funds? 

Mr. Hocurevp. I don’t think it exceeds $500 to $1,000 a year. I 
did check one of our other programs, and it amounted to $125 for all 
last year. It would not exceed $1,000 for medical supplies in reserve 
fleets. 

Admiral CocuraNne. Reserve fleet expenses are at page 1001. 

Mr. Tuomas. Supplies and material, $160,000. That was not in- 
cluded in last year’s bill? 

Admiral Knieut. That is for uniforms and textbooks. 
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Mr. Tuomas. $5,900 for replacement of motor vehicles. 
Admiral Knigur. Yes. Our motor vehicles. 


Moror VEHICLES IN AGENCY 


Mr. THomas. How many motor vehicles do you have throughout 
Maritime Service? 

Admiral Kniaur. I don’t know, sir. I do not have the table before 
me. There are five involved in this particular arrangement. 

Mr. Tuomas. These are replacements? 

Admiral Knicur. Most of our motor vehicles are 8 to 10 years old. 

Mr. Tuomas. How many do you have throughout the maritime 
training service? You do not have any table in the bill this year for 
it. 

Mr. Hocurevp. I have a table here I can furnish with the record. 

Mr. Tuomas. You do not have a table in the justification or the 
record. How many have you throughout the maritime training—let 
us say on ambulance. One ambulance? 

Mr. Hocuretp. That is correct. 

Mr. Tuomas. Two station wagons. 

Mr. Hocure.p. Yes. 

Mr. Tuomas. Break that down between station wagons, passenger 
cars, ambulances. 

Admiral Cocurane. Total maritime training, 1950; 2 automobiles 
19 station wagons; 7 buses; 3 ambulances; a total of 31. 

Mr. Tuomas. What is the total? 

Admiral Cocnrane. Twenty-seven trucks.” The total is 58. 


Mr. Tuomas. King’s Point, Sheepshead Bay, and Alameda, Calif., 
and what else have you got? 
Admiral Cocurane. The station vageoe are at King’s Point, 


Alameda, New Orleans, New York, San Francisco, Sheepshead Bay. 
Mr. Tuomas. Can’t we cut down on that. We are looking pretty 
carefully at automobiles, printing and binding, and communication 
services this year. What is the total of automobiles and trucks and 
ambulances at the three installations? There is 99 percent there. 

Admiral Kyicur. Three district offices. These are for visiting 
vessels with cadets on board. 

Mr. Tuomas. You have your correspondence school in New York 
and an office in New Orleans and the function of the New Orleans 
office is to take care of the boys on their 1-year sea duties. 

Admiral Knigutr. One at New Orleans; two at New York; two at 
San Francisco. 

Mr. Tuomas. What is the total of the automotive equipment. 

Admiral Knicur. Fifty-eight. 

Mr. Tuomas. Can you reduce that down to 35 or 40 during fiscal 
1952? 

Admiral Knight. We have great difficulty in operation with the 
present fleet. It is about one third less than it was. Already we have 
reduced it one third. Cadets have to be moved from the New York 
base in various functions to shipyards for training. They go to fire- 
fighting school and have to be taken down there. They are continually 
going to different points. 
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MaRritTIME TRAINING 


CADET-MIDSHIPMAN TRAINING AT KINGS POINT 


Mr. Tomas. At Kings Point where you have a few in excess of 
851 it should be noted for the record that the boys go there for a 
4-year training program, and during the time they are in there they 
are not subject to the draft. They could stay in there 3 years and 
then voluntarily resign, and they can dodge the draft that way if 
they want to. When he graduates, if he does graduate, and if the 
Secretary of the Navy calls him, then he goes into the Reserve. He 
has no obligation to go into the armed services during the 4-year 
period, and no obligation to go into the Navy Reserve unless and 
until the Secretary of the Navy calls him, and then only upon grad- 
uation. Is that correct? 

Admiral Cocuraneg. Yes. 

Mr. TxHomas. He can stay there 3 years and 8 months and not 
graduate, and then the Navy has no call upon him, and he has no 
duty to serve the Government in any capacity. During that 3 years 
and 8 months service he is not subject to the draft. That is about 
the softest spot in the United States. 

Admiral Knicut. Excepting that the midshipmen are in the Naval 
Reserve and have to be released by the Navy before they can get 
out, even while they are in training. 

Mr. Tuomas. That is not in your justification. 

Admiral Cocurane. Yes, sir. That is correct. 

Admiral Knieur. If called, they can be taken. 

Mr. Tuomas. That is the big point. If called. How many were 
called in 1951, and 1950, and how many in 1949? 

Admiral Knicur. I would have to give that to you. 

Mr. Tuomas. Admiral, that is a very big part of your program 
there, and when you get down to the embarr assing questions you never 
seem to know the answers to them. 

Admiral Knicur. I do not happen to know it. 

Mr. Tuomas. Do you have that information for us? You might 
have known from past appearances before this committee that that 
is one of the things they would like to know. What service are the 
taxpayers getting on the tremendous amount of money they are 
spending on these boys? 

Admiral Knicur. Twenty-three percent of the June 1950 boys were 
called to active duty in the armed services. 

Mr. Tuomas. What about 1949? 

Admiral Knieur. I do not have that, sir. 

Mr. Tuomas. What length of service have they been obligated to 
serve, if called? 

Admiral Knicut. Two years’ service. 

Mr. Tuomas. Do you have it for 1951? 

Admiral Knreut. The class of 1950 is the last one I have, sir. 

Mr. Tomas. You have no calls from the Navy Department for 
1951 yet? 

Admiral Knicut. We have not had any graduating class for 1951. 

Mr. Tuomas. When do they graduate? fe June? 

Admiral Knicurt. Yes, sir. 

Mr. Tuomas. And the Navy has not sent you any estimates? 

Admiral Kniaut. No, sir; but they will, without question. 
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Mr. Yates. If the Navy does call these graduates, who are ensigns 
in the Naval Reserve, may the ensigns, as a matter of right, be per- 
mitted to withdraw from naval service at the end of the 2-year period, 
or can the Navy still retain them? 

Admiral Knicut. That would be a matter of their volunteering 
after that time. 

Mr. Yates. In other words, the Navy could not hold them as 
they could any other ensign in the Naval Reserve? 

Admiral Knieut. Yes, sir; they could. They are ensigns in the 
Naval Reserve until they are ot Bie by the Navy. There is no 
question about that. 

Mr. Tuomas. In other words, they are in there for 2 years? 

Admiral Knieut. By agreement they are in there for 2 years on 
active duty, but they cannot get out of the Naval Reserve on their 
own volition. 

Mr. Tuomas. You have authority to freeze their enrollment for 2 
years? 

Admiral Knieut. Yes. 

Admiral Cocurane. They can be held under the enrollment. 

Mr. Yates. That is what I mean. 

Admiral Cocurane. Yes. 


UPGRADE AND SPECIALIST TRAINING PROGRAM 


Mr. Tuomas. Let us take up the “Upgrade and specialist training 
program.” They are not paid under this budget any compensation 
while they are in training. They are in training for a period varying 
from 1 to 2 or 3 or 4 months. Is that correct? 

Admiral Knieut. Actually at present it is only 1 or 2 months, sir, 
but they are paid now while in training; $125 per month for officers 
and $75 a month for untrained seamen. 

Mr. Tuomas. Are there any funds in here for transportation to and 
from the schools? © 

Admiral Knieut. No, sir, except as to cadet midshipmen. 

Mr. Tuomas. Are they furnished subsistence while they are in 
school? 

Admiral Knieut. They are furnished quarters and subsistence. 

Mr. THomas. What does that cost a month? 

s Admiral Knieur. It costs about $1 a day. Quarters, of course, we 
ave. 

Mr. Tuomas. After they get that training of 1, or 2, or 3 months, 
is there any legal obligation on their part to serve in the maritime 
industry? 

Admiral Knicut. They all, in order to take their training, must be 
active seamen, and must have been serving for 6 months during the 
— year on merchant vessels actively in order to get into the 
school. 

Mr. Tuomas. At Sheepshead Bay you will have about 150 enrollees 
at one time, and at Alameda you will have 90 at one time in 1952. 
Is that correct? 

Admiral Knieut. That is correct. 

Mr. Tuomas. And for 1951 you have 66 at Alameda; and what is 
your estimate at Sheepshead Bay? 
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Admiral Knicut. The Alameda estimate is 90 at a time. The 
estimate at Sheepshead Bay is close to 150; 148, as I recall it. 

Mr. Tuomas. For 1951? 

Admiral Knicur. Yes. It is not through yet, of course, and we 
cannot tell accurately. 


COSTS ON ANNUAL BASIS 


Mr. Tuomas. What is the total cost of this operation for Alameda 
and Sheepshead Bay on an annual basis? 

Admiral Knicur. Broken down, sir, in the table 

Mr. Tuomas. It is on page 1112 in the record. 

Admiral Knieur. For 1952 Alameda is $374,978. Sheepshead 
Bay is $492,981. 

Mr. Tuomas. How much of an increase is that for each of the two 
stations over 1951? 

Admiral Knicur. Actually it is a reduction, because the appro- 
priation including the pay for the trainees in 1951 for Alameda was 
$453,014, and for Sheepshead Bay, $640,250. 

Mr. Tuomas. Leaving out the pay, how much of an increase is it? 

Admiral Knigutr. We will have to estimate how much it is. It is on 
the first page. 

Mr. Tuomas. Admiral, you ought to have your administrative 
costs for 1951 and 1952 available, and they would certainly include 
pay, would they not? 

Admiral Knieur. Yes, sir. They are in the table. 

Mr. Tuomas. Which page is it on? 

Admiral Knicur. It is broken down on page 113 by the personal 
services and other things. 

Mr. Tuomas. At Sheepshead Bay, and this is for 1952, it is $492,900 
and at Alameda, Calif., it is $374,900. All you have here is estimates. 
One does not include pay, and the other does. 

Admiral Knieur. Well, the 1951 items shows actual allocations of 
the appropriations, sir. 





ADMINISTRATIVE COSTS OF PROGRAM 


Mr. Tuomas. Let us see if we can find the administrative costs 
over here. You have 94 employees for 1951 at Sheepshead Bay, and 
63 for 1951 at Alameda, Calif. Where is 1952, Admiral? 

Admiral CocHraNne. It is on page 1112. 

Mr. Tuomas. That does not give it by stations, does it? 

Admiral CocuraNne. Yes, sir. In the second column. 

Mr. THomas. You have 95 at Sheepshead Bay, and 63 at Alameda. 
That is, 95 and 63 for 1952, against 94 and 62 for 1951; so that there 
is actually no reduction in 1952 over 1951 in your administrative 
costs, is there? 

Admiral Knicutr. The programs are intended to be exactly the 
same, Mr. Thomas, with the exception of 55, less cadet midshipmen 
at Kings Point. 

TRAINEES AT SHEEPSHEAD BAY 


Mr. Tuomas. How many people did you have at Sheepshead Bay 
as of March 1? How many enrollees, or trainees, or whatever you 
want to call them? 





1433 


Admiral Knicut. The trainees at Sheepshead Bay as of March 1? 

Mr. Tuomas. Yes; or some recent date. 

Admiral Knieur. One hundred and forty-three is my recollection 
of it, sir. 

Mr. Tuomas. And your full complement was what? 

Admiral Knieutr. One hundred and fifty. 

Mr. Anprews. And 95 employees? 

Admiral Knigut. Yes—95. 

Mr. Anprews. That is for how many trainees? 

Admiral Knieut. That is 143. Normally it is 150; but, of course, 
they maintain the commissary and operations of the station, which 
are the same, practically, no matter how many trainees there are. 

Mr. Anprews. But you do have 95 employees for 140 cadets? 

Admiral Knigur. Yes, sir, for 150 trainees; and we break down 
those employees. 

CADET-MIDSHIPMAN TRAINING 


EMPLOYEES AND TRAINEES AT KINGS POINT 


Mr. Anprews. Let me get this in the record, Mr. Thomas. At 
Kings Point you have how many? 

Mr. Tuomas. Three hundred and forty-six. 

Mr. AnprEws. Employees? 

Admiral Cocnrane. Three hundred and forty-six. 

Mr. Anprews. And how many cadets? 

Admiral Knicur. Eight hundred cadets. If you look down at the 
bottom of page 1112 it breaks down just what those men do. That 
is, those employees. 

Mr. Anprews. I saw that. Security, maintenance, operation, 
commissary, and finance, and so forth. 

Admiral Knieut. Those items generally do not vary much with 
the number of trainees. 

Mr. Anprews. Are you not a little top-heavy there on employees? 

Admiral Knieut. No, sir. Not for the things we have to do. I 
do not think so, sir. We are doing it with 25 people less this year 
than last year. 

Mr. Tuomas. This is just another indirect subsidy to the shipping 
industry, is it not? Of course, you have the differential now in 
instruction for the shipping industry. Then you have the operating- 
differential subsidy to them for that operation. Then you subsidize 
the building of the boat, and subsidize the operation of the boat. 
Now you subsidize the training of their personnel and the fourth 
subsidy we pointed out this morning was in bareboat charters. 

Are there any more subsidies you give them now besides these four? 

Admiral Cocurane. They are all I know of, sir. 

Mr. AnpreEws. Do you not have a mail subsidy? 

Admiral Cocurang. No. No mail subsidy. 

Mr. Tuomas. Yes. They get that too. 

Admiral Cocnrane. You pay for all the mail, but it is supposed 
to be at assessed cost. 

Mr. Tuomas. Is it not in the form of a subsidy? 

Admiral Cocnrane. It used to be. It is trimmed down now. 

Mr. TxHomas. It is trimmed down now to get a fair operating cost? 

Admiral Cocurane. Yes. 
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State MARINE SCHOOLS 


Mr. TxHomas. Mr. Reporter, will you put in the record 1201 State 
marine schools. There are four of them. Also insert pages 1202 
and 1203 at this point in the record, please. 

(The pages referred to are as follows:) 


Strate MartInE ScHOOLS 


The State marine schools were established by the act of March 4, 1911, as 
amended (34 U. 8. C. 1121-1123), and additional Federal aid was authorized by 
Public Law 191, Seventy-seventh Congress (55 Stat. 607). 

Funds in the amount of $795,000 are being requested for fiscal year 1952 to 
provide training for an average of 710 cadet midshipmen at the four State schools 
located in California, Maine, Massachusetts, and New York. The cadet mid- 
shipmen are trained to become licensed deck and engine officers in the merchant 
marine as third mates and third assistant engineers. They also receive training 
aboard vessels made available to the schools by the Administration. The majority 
of cadets are recruited by the States from among their own residents; however, 
some out-of-State students (not to exceed one-third of cadets) are admitted, 
subject to approval of the Administration. 

The estimates cover four types of assistance; namely, (1) direct grants equal to 
appropriations made and expended by the respective States, not to exceed $25,000 
to each State; (2) additional aid not to exceed $25,000 to each school, to cover 
per capita operating costs resulting from out-of-State cadets; (3) $255,000 for 
maintenance and repair of the training vessels loaned to the schools, and (4) 
$340,000 for uniform and textbook allowances at $200 per cadet per year and 
subsistence allowances at $275 per cadet per year. 


ELIMINATION OF PAY FOR CADET MIDSHIPMEN 


The 1951 budget estimates made no provision for pay of cadet midshipmen at 
$65 per month as allowed in previous years, but substituted therefor a uniform 
and textbook allowance of $200 per year. The Independent Offices Appropriation 
Act, 1951, however, eliminated the uniform and textbook allowance and restored 
the pay for cadet midshipmen for fiscal 1951. The 1952 budget estimate excludes 
pay for eadet midshipmen and substitutes uniform and textbook allowances 
instead. 

MAINTENANCE AND REPAIR OF TRAINING VESSELS 


Each of the four State academies operates a large seagoing training vessel 
loaned by the Federal Government, operating costs being borne by the respective 
States. However, funds for the maintenance and repair of these vessels are pro- 
vided by Federal appropriation. In fiscal years 1948 and 1949, $200,000 was 
appropriated each year for this purpose, an average of $50,000 per year per vessel. 
In 1950, $170,000 was appropriated, or $42,500 per vessel, and in 1951, $153,000, 
or $38,250 per vessel was approprited. The 1952 budget estimates include $25 5,000 
or $63,750 per vessel to provide for (a) normal annual dry-docking, maintenance 
work and Coast Guard requirements, and (b) for repair items postponed in 1950 
and 1951 to give priority to work required to obtain certification by the United 
States Coast Guard. 

Appropriations for maintenance and repair of training vessels have been 
decreasing progressively during the last three fiscal years despite (a) increased 
requirements for maintenance work due to the age of the vessels (two built prior to 
1920 and two war-built in 1944); (b) increasing costs for drydocking, maintenance 
and repairs; and (c) the fact that starting in 1950 a prerequisite to sailings has 
been inspection and certification by the United States Coast Guard as to the 
safety and seaworthiness. Although concessions were made by the Coast Guard 
in consideration of lack of funds, when first inspections were made in 1950, certain 
repairs and additions had to be made to meet minimum requirements. Briefly 
stated, a few of the major items were: 

Complete drydocking overhaul. 

Inspect bottom plates and rivets, replace where necessary. 
Pull tail shafts, adjust, repair or replace fittings and bearings. 
Install automatic water-tight doors and fittings. 

Install fire-detecting systems. 

Repair or replace all generators, pumps and pressure tanks. 
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Provide additional lifeboats, and repair or replace all lifeboat engines and 
equipment. 

As a result of the foregoing circumstances and the necessary expenditure of 
funds for operational maintenance not susceptible to postponement, it was neces- 
sary, due to the insufficiency of funds provided in 1950 and 1951, to defer other 
repairs to the extent that the matter is now of major and immediate importance. 
The training vessels are cruised off-shore and to European and South American 
ports, and carry crews of 200 officers and men and some 700 cadet trainees. 
Aside from the protection of lives and property, the ships must be kept in excellent 
physical and operating condition. They serve as classrooms, laboratories, and 
examples of well-found and well-run ships for cadets who will later serve as officers 
aboard merchant ships. The cadets must be familiar with what constitutes well- 
conditioned, well-equipped, and well-operated vessels, in order to promote effi- 
ciency and economy in the merchant fleet. 


LOCATION 





OF SCHOOLS 


Mr. Tuomas. We have four of these marine schools. Some of them 
are very old. One is located in California, one in Maine, one in Massa- 
chusetts, and one in New York. 

Admiral Knieut. That is right. 


ANNUAL PAYMENTS 





TO SCHOOLS 


Mr. Tuomas. And you pay each one of these schools $25,000 a year 
to help defray their expenses, and also pay up to $25,000 to take care 
of the pay and tuition, and so forth, of the out-of-State students at- 
tending those four schools. 

Admiral Knicur. That is right. 

Mr. Tuomas. Then, in addition to that, you pay for the mainte- 
nance and repair of the training vessels that are furnished and owned 
by the Federal Government; and then you maintain and operate that 
boat. You do not operate it. They are supposed to pay for the oper- 
ation costs? 

Admiral Knicut. We pay for repairs and maintenance. 

Mr. Tuomas. How many out-of-State students do you have in each 
one of the four schools for the fiscal years 1951 and 1952? Under the 
law only one-third can be from out-of-State. Is that right? 

Admiral Knicur. That is correct, and in no case do they equal one- 
third. 

Mr. Tuomas. Do they have 710 in each one of the schools? 

Admiral Knieut. 710 altogether in the four schools who are 
receiving Federal aid. That is on page 1204. 


GRANTS, 1950 


Mr. THomas. How much did they earn in 1951 up to the $25,000 
for out-of-State cadets in each one of these schools? 

Admiral Kniaur. I can give it to you for 1950, sir. Of course, 
we do not know what it will be for 1951 yet because the year is not 
finished. On page 1205 it is stated there that California got nothing 
from that. Maine got $24,633; Massachusetts got $20,435; and New 
York, $23,824. 

Mr. THomas. What do you estimate it to be for 1952? 

Admiral Knicur. For 1952 we are estimating $25,000 each, be- 
cause they all say they intend to take up to that amount. 

Mr. Tuomas. If they estimate it for 1952, they certainly ought to 
know what that is for 1951. Do you have those figures, Admiral? 
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Admiral Knicut. I do not have them, but we can get them for 
you and put them into the record. 

Mr. THomas. Admiral, you are requesting $25,000 for each one 
of those schools in 1952, and it looks to me as though you would cer- 
tainly be interested enough to find out how many people they have 
had aboard this school year of 1951. The school year has been 
going on for 6 months; has it not? 

Admiral Knigur. Yes, sir. The table is shown on page 1204, with 
the workload of the midshipmen in the schools for actual 1950, revised 
1951, and estimate for 1952. 

Mr. Puiuurrs. As of what date? 

Mr. Tuomas. The estimates are made long before the school year 
of 1951 started. The question is, Do you not have some information 
of a fairly recent date? 

Admiral Knieut. Yes, sir. I have, and can put it in the record. 
I am sorry, but I do not have it with me. It cannot exceed the 
$25,000. 

Mr. Tuomas. What we are interested in is how much less is it 
going to be than $25,000? 

Admiral Knicur. I can say this: That so far as I know all of the 
three schools except California are up to their limit with the number of 
trainees that they have on their pro rata cost to amount to $25,000, 
or a very slightly smaller fraction thereof. 


DRAFT STATUS OF TRAINEES 


Mr. Tuomas. In regard to these almost 3,000 students who are 
supposed to be attending these schools, are they also exempt from the 
draft for a 4-year period? 

Admiral Knieur. There are not 3,000 students; sir. The only ones 
we are paying for in the State schools amount to 710. They have 
exactly the same law applying to them. They are midshipmen in the 
Naval Reserve, just as we have in the Federal schools. 

Mr. Tuomas. You mean, that is the total of 710? 

Admiral Knieur. Yes. That applies to them all. 

Mr. Tuomas. I mean, 710 in each school, or only 710 altogether? 

Admiral Knieur. 710 altogether attending at the four; and they 
have the same obligation to serve the 2 years on active duty in the 
Navy if called. 

Construction FunpD 


LIQUIDATION OF PRIOR YEARS’ OBLIGATIONS 


Mr. Tuomas. Mr. Reporter, let us look at the Construction fund, 
liquidation of prior years’ obligations. Will you insert pages 1301 
and 1302 in the record? 

(The pages referred to are as follows:) 
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Construction fund, liquidation of prior years’ obligations 





Classification 


Expenditures 
fiscal year 
1950 


Unliquidated! 


obligations, 
June 30, 1950 


Estimated expenditures 





| 
Fiscal year | 
1951 


Fiscal year 
95: 





Operating-differential subsidy 


1947 a 
1948 p am 
Claims fay othe obligations incurred prior to 
July 1, 1948 ® 


$2, 465, 573 


* $6, 340, 663 


| 


$6, 340, 663 | 








180, 653 
2, 284, 920 


7, 031, 842 


1, 039, 967 
5, 300, 696 


17, 986, 455 


1, 039, 967 | 
5,300, 696 | 


12, 625, 028 | 


$5, 361, 427 





9, 497, 415 


24, 327,118 


18, 965, 691 | 


5, 361, 427 


—10, 000, 000 | 


8, 965, 691 | 
—8, 965, 691 








Appropriations requires 


5, 361, 4 427 
Deferred appropriations 


+8, 965, 691 


14, 327, 118 
14, 000, 000 








Round off. 





| 
| 
Appropriation estimate fiscal year 1952- _- | 





* Subsidy requirements for 1952 and beyond, to liquidate the 1947-48 subsidy program, are included in the 
submission under the heading of ‘‘Operating-differential subsidy’’. 
> See detail schedule on following page. 


The Maritime Administration, as successor agency to the United States Mari- 
time Commission, is responsible for the liquidation and settlement of certain 
obligations arising from (1) World War II vessel construction and reconversion 
contracts and construction of wartime shipbuilding facilities; (2) restoration of 
leased shipyard facilities used during the war; (3) claims filed by purchasers of 
vessels under the provisions of section 9 of the Merchant Ship Sales Act of 1946; 
(4) claims and miscellaneous obligations incurred prior to July 1, 1948; and (5) 
fiscal years 1947 and 1948 operating-differential subsidies. 

As compared with the amount of $10,000,000 appropriated in 1951 under this 
heading, it is expected that actual requirements for the year will aggregate 
$18,965,691. A request for 1951 supplemental funds in the amount of $8,965,691 
is being deferred until such time as the actual need for additional funds is more 
urgent. It is recommended, instead, that the $8,965,691 and the estimate of 
$5,361,427 for the fiscal year 1952 be combined and treated in total (rounded off), 
for the purpose of this submission, as the cash appropriation requirement for 
the fiscal year 1952, $14,000,000. It is understood that if supplemental funds 
are requested during fiscal year 1951 a comparable reduction will be made in 
the fiscal year 1952 requirements. 








aan tense $e 
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Claims and other obligations incurred prior to July 1, 1948 (excluding operating- 
differential subsidy 1947- 48) 











Estimated expenditures 
Expenditures roy 
fiscal year 1950 | une 30, 1950! 
, Fiscal year 1951 | Fiscal year 1952 
Num- Num- Num Num- 


ber | Amount |*,,, | Amount oe | Amount |"}er | Amount 





Division of Claims: 
Adjustments under sec. 9, 
Merchant Ship Sales ‘Act 


ae eet REE MSD 10 |$2, 158, 752 102 |$10, 410, 159 80 ($7, 065, 043 22 |$3, 345, 116 
Ship construction (war con- 
EST atari A 0s 32 | 2,444,610 25 | 2,086,915 22 | 1,516, 421 3 570, 494 


All other wartime claims 
(service contracts, surplus 
property sales, terminated 
contracts, facilities, etc.)...}| 160 141, 832 367 1, 531, 148 292 | 1, 289, 203 75 241, 945 





Total, DivisionofClaims.} 202 | 4,745, 194 494 | 14,028, 222 394 | 9,870, 667 100 | 4, 157, 555 
Office of Comptroller: 
Division of Audits: 
Reconversion of vessels 
(war contracts) . 35 | 1, 483, 876 50 2, 026, 573 50 | 2,026, 573 0 0 
Reimbursement for legal 
fees and expenses aris- 
ing from third-party 
claims against wartime 
construction contrac- 
SERRE SE SU 0 0 17 200, 184 17 200, 184 0 0 


—_ ,Divisionof Au- || 






























































Bae OWES 35 | 1, 483, 876 67 | 2, 226, 757 67 | 2, 226, 757 0 0 
Division of Accounts: Mis- 
cellaneous obligations______|__.__- ee Ve casts OP Vencnies 2,200 {...... 0 
Division of Insurance: Com- 
prehensive insurance 
rating plan ( shipyard em- 
OS” RR oe 6 658, 499 4 314, 629 4 314, 629 0 0 
Total Office of Comp-|~ | | 6) at Seis 
| SEARISTE IONE He Sh: 41 | 2, 216, 648 71 | 2,543, 586 71 | 2,543, 586 0 0 
Office of Maritime Operations: a ee 
Restoration of shipyard facili- 
EERE CPTI TR Ce 1 56, 000 1 | 1,000,000 0 0 1 | 1,000, 000 
Total Office of Maritime | S900) : 
CUEREIIING : ns ee denis 1} ° 56,000 1 1, 000, 000 0 0 1 | 1,000, 000 
Office of General C euneel, claiies aes meee: i aoe wsney 
in litigation: 
Breach of contract...........| 0} 0; M4 135, 886 8 75, 350 6 60, 536 
All other (patent, injuries, 
transportation, etc.) iS 1 14, 000 12 278, 761 6 135, 425 6 143, 336 
Total Office of General (~~ 4 
OO saat | 1] 14,000} 26] 414,687 | 14| 210,775 = 203, 872 














| 
canes 245 | 7 7, 7, 031, 842. I 592, ‘W, 986, 455 79 |12, 625, 028 | “113 5, 361, 427 
1 Adjusted to Dec. 31, 1950. 


Grand total _ __- 











Mr. Tuomas. You want a direct cash appropriation for 1952; and, 
incidentally, they call that a rounded-off figure of $14,000,000, to pay 
for the unpaid portion of the operating-differential subsidy program 
for 1947 and 1948, and claims and other obligations prior to July 1, 
1948. 

On July 1, 1948, this whole construction fund and its assets and 
liabilities were transferred to the Treasury and funds were disbursed 
on certificate of the Comptroller General. Is that about the picture? 

Admiral Cocurane. That is correct. 

Mr. Tuomas. We would like to know if the administrative costs 
for this item of $14,000,000 are covered under administrative expenses, 
or are the administrative costs attached to this $14,000,000? The 
answer must be 





Admiral Cocurane. No; the $14,000,000 includes no administrative 
expenses. 


an 
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_ Mr. Tuomas. It is charges to administrative expenses, with most of 
it coming under the Comptroller? Is that correct? 
Admiral Cocurane. That is correct, sir. 


SETTLEMENT OF CLAIMS 


Mr. THomas. What about these other claims and obligations? The 
Bureau of Claims also works on this, and you have about 85 employees, 
or part of the 85, in the Bureau of Claims working on this. When are 
we going to wind it up? 

Admiral CocuraNne. The schedule clears it up in 1952. 

Mr. Tuomas. It is at that point that it gets behind us? 

Admiral Cocurane. Yes. It is all behind us. 

Mr. Tuomas. Do the 85 employees in the Bureau of Claims work 
exclusively on claims and other obligations incurred prior to July 1, 
1948? 

Admiral Cocurane. They started out on that basis. 

Mr. Tuomas. I think the answer is “Yes.” 

Admiral Cocurane. Yes. : 

Mr. THomas. Why can we not get rid of about 40 of them this year? 
They have been scoline on this now since 1946, to my certain knowl- 
edge, and certainly they worked on it during the war also, and had the 
ip of the General Accounting Office. 

Admiral CocuraNne. Of course, we would like to get the thing done 
as quickly as we can. 

Mr. Purtuirps. When do you expect to finish it? 

Admiral Cocurane. In 1952. Next year. 

Mr. Puitures. Do you mean at the end of the year this item will 
be cut off short? 

Admiral Cocurane. No. It will come off at the end, but of course 
some of the people will probably be absorbed into the National 
Shipping Authority under the present program. 

Mr. Tomas. Do you think this $5,361,427 is going to cover our 
liability? Of course, it is just a one-way ticket here, is it not? Every- 
one is getting money out of the Maritime Commission, and it does not 
matter much. Of course, we realize all this happened long before 
your day, Admiral, so it cannot be any skin off your nose. 

Admiral Cocnrane. The settlement of claims, I can tell you, has 
been pretty vigorous. 

Mr. Tuomas. Could you put in the record a list of the claims you 
have settled for 1950, and 1951, and those that you contemplate 
settling for 1952? Give us the name of the claimant, and where the 
claim originated for 1950 and 1951, and the amount he claimed, and 
the amount you paid him. Of course, for 1952 all you can put down 
is the amount he is claiming. 

Admiral Cocurane. I think we ought to limit that to major claims, 
because there are a terrific number of little ones. 

Mr. Tuomas. Yes. Let us say the major claims above $10,000 or 
$50,000. 

Admiral Cocurane. I would say above $50,000. 

Mr. Tuomas. Well, that is not hay when you get beneath $50,000. 

Admiral Cocurane. Let us look at it, and we will put in a list of the 
major ones and see how it works out. Maybe we can bring it below 
$10,000. 

(The information is as follows:) 
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All other wartime claims (service contracts, surplus-property sales, terminated 
contracts, facilities, etc.) 


ACCOMPLISHMENTS FOR FISCAL YEAR 1950 





Number of | Settlement 
Contractor contracts value 





Baltimore Iron Works 
Barrett & Hilp 
Bethlehem Steel Corp 
Graybar Electric Co 
Great Lakes S 

Gulf Shipbtil 

Kaiser C 

Maryland Drydock Co 
Walter Butler Shipyards 
Western Pipe & Steel Co 
Westinghouse Electric Mfg. Co 


Subtotal 
Freight (various carriers) 


Pe 














| 
| 141, 832 





Note.—Settlement value represents balance due contractors, in addition to contract progress payments 
previously made, based upon Maritime Administration audits. 


CLAIMS SETTLED JULY 1 TO DEC. 31, 1950 





| N ; Settle 
Name of company oe | Claim value | Settlement 





| 
i 


Airtemp Construction Co $1, 530 | 
Alcoa Steamship Co 2, 798 
Alwin Products Corp 
Bethlehem Steel Co 
Dexter Sulphur Pulp & Paper Co 

Encinal Terminals 
Fibrespray Corp 
Graybar Electric Co 
‘Grossman & Son 
Gulf Shipbuilding Corp 
Hillcrest Lumber Co 
Hope Metal Products Co 
Keystone Linen Fire Hose Co 
Leyde & Leyde 
Ludlow Food Sales 
‘ kes Bros. Steamship Co., Inc 

Maryland Manufacturing & Sevioment Co 
Maybern Products Co 
Mechanical Equipment Co 
Miller Remote Controls 
New England Shipbuilding Corp 
‘Oriental Republic of Uruguay 
Powers Equipment Co 
Rawlins Co. 
Royal Metal Manufacturing Co. -...-........-.......-.... ree 
Socony Vacuum Oil Co 
Standard Oil Co., New Jersey 
Straus Duparquet, Nathan 
Todd-Houston Shipbuilding Co 
Valley Iron Works 
Miscellaneous domestic freight traffic claims-common carriers- | 
Miscellaneous contracts ! 35 | 


251 | 1, 586, 950 | 
| 





: 730, 833 


err Cre re Ceet e ee te eet) 


_ 








1 Contract settlements in which no additional funds were involved. 
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All other wartime claims (service contracts, surplus property sales, terminated 
contracts, facilities, etc.)—Continued 


ESTIMATED ACCOMPLISHMENTS 





























Jan. 1 —_— 30, Fiscal year 1952 
Name of claimant - “ 

Num- Num- ; 

ber of a wey ber of Cais 

claims alue | claims “ue 
Air Reduction & Engineering Co........................--.-... 1 OE FOF bt iacisd tii 
i ci cinch voieasaecasmaamunnsale 1 23, 423 |.....- Sieh Naini 
ag BIR RSE SR EEE ARO TASES Wetoretin Sis OST’ 2 $68, 795 
Nt SIE SEE STE OR a LEAT ARE DEM SIRE: SESE : 1 846 
General Ship & Engine Works 1 GOP ficcc.3 Pager ews 
SE ge Serta IY Sheps ERS SI ce ERS SR ARES RR RR Oe INE audited. d 1 22, 159 
Insul Lite Corp..............- 1 26, 735 as wiakodas 
NAL GR RR ESS RA EES ECR CRE canes s ee eS EEN 1 205, 715 
CT SRE TAI SES EG EE CEES REPRE AF OO 1 7, 294 
SIR SE EERE) Ce ao 1 NF PE feet. 
eee PE eee ee.) I, Sayer 1 | 17, 542 
Oceanic Ship Sealing Co-_.-_-_.- EE En PRE EE HAE VE Died. aie RN 1 | 25, 395 
TEE TE LLL APE LD PES SGP a 2 569, 982 
on Ghia sel ee 1 85, 231 |.--...-.] Sse 
Todd-Houston Shipbuilding Co_...............- siege ceeeabdwiowiesé A ciakeakiue. 
ey CE OI is ons ocininnonnenctianalat Oiaanethutoie 2 ere bee sa aemieg 
ND ag rRE aie oh oa nici Gnwoinaheataieteme tenses donk 33 885 | 64 1, 336 





cia inbeicntiaaicscsdbigin ne npiemcinimianicithnitiiiemiiimtneamnviesiies 41 | 387, 575 75 | 918, 97 
| 





1 Includes 81 contract settlements in which no additional funds are involved. 


Mr. THomas. How many claims did you settle, big, little, and 
medium, in 1950, and how many did you settle in 1951, and how many 
do you intend to settle in 1952? Give us those figures so we can get 
some idea. Of course, we realize that some $5,000 claim might give 
you as many headaches and as much trouble as $50,000 or $100,000, 
or maybe $5,000,000. One of the terrible mistakes the Maritime 
Commission made, J noticed, was to the tune of $1,000,000 here in 
1951. I donot know what it was in 1950. That is in restoration of 
shipvard facilities. That is where we go out and build a shipyard on 
somebody else’s land and spend millions of dollars there, and then the 
individuals say, “If I cannot buy this shipyard at 3 cents on the dol- 
lar, you can just tear it down and get it off my land.” Of course, 
they they have you strapped over a barrel head. It costs you as 
much so restore it to the former condition as it does to give it away. 

I know that you will not make any contracts in 1951 or 1952, or 
any succeeding year, on that basis, eon? 

Admiral Cocurang. Not while we are conscious. 

Mr. Tuomas. Were you able to give us any quick look at the claims 
you intend to settle? 

Admiral Cocurane. Yes, sir. We are settling them at the rate of 
about 4,000 a year, and there are apparently 3,700 left. 

Mr. Tuomas. How many people have you employed now on the 
actual settlement of these claims? Is that in the Legal Division 
almost entirely? 

Admiral Cocurane. No. 

Mr. Tuomas. When these claims are finally arrived at, whom do 
they have to be approved by, Admiral? Yourself and the other Com- 
missioners? 
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SETTLEMENTS BY CLAIMS DIVISION 


Admiral Cocurane. No. We have separated certain of them up 
to a certain dollar limit by the Claims Division, and others have to 
come up to the Board. 

Mr. Tuomas. What is the limitation that the Claims Division can 
settle? 

Admiral CocuHrane. $100,000. 

Mr. Tuomas. Does the Legal Division take a look at the claims in 
advance? 

Admiral Cocurane. Yes, sir. If there are legal problems involved 
they are cleared by the Legal Division. 

Mr. THomas. Anything below $100,000 the Division of Claims can 
settle? 

Admiral Cocurane. Yes. 

Mr. THomas. What part of this $5,000,000 for 1952, and what 
part of the $12,600,000 for 1951, and what part of the $17,900,000 
for 1950, was settled by the Claims Division? I mean, the numerical 
part. Give it to us in 20 or 30 percent, or 50 percent, or whatever 
it was. 

Admiral Cocurane. Over 50 percent. A good deal over. On 
page 1302 isa summary of that. Out of 245, the total, 202 were 
settled in the Division of Claims. 

Mr. Tuomas. What percentage is that? 

Admiral Cocnrane. About 80 percent. 

Mr. Tuomas. What check does the Administrator have on the 
Division of Claims in the settling of these claims? 

Admiral Cocurane. Of course, if there are any problems involved, 
all of them, of course, are reviewed by a claims review committee. 

Mr. Tuomas. Have you had occasion to look into the operation? 

Admiral Cocuraner. Yes. A number of them have come to me 
personally which I have, of course, reviewed. It is a very effectively 
broad operation. You can see the settlement values here, which gives 
you some idea of the effectiveness with which it is being done. 

Mr. Tuomas. For 1950 and 1951, at what part of the asking price 
did you actually settle these claims? What is the round figure here? 

Admiral Cocurane. The settlements in 1951 were 60 percent of 
the claims’ total value. 


INTEREST ON CLAIMS 


Mr. Tuomas. Do you allow interest for these claims too? 

Admiral Cocurane. That is sort of complicated. 

Mr. Crark. I think not, after the offer. 

Admiral Cocnrane. After the first offer of settlement has been 
made, it is not. So if, a claim is dragging on after an offer of settle- 
ment is made, then no interest is allowed. 

Mr. Tuomas. Why does not the War Contracts Settlement Board 
have jurisdiction over these claims? 

Admiral Cocurane. I do not know the answer to that, but I will 

et it. 
’ Mr. Crark. I think it did have for a great number after the Claims 
Division was set up. 
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Mr. Puiturrs. Was that statutory? Did we assign them to the 
Claims Division? 

Admiral Cocurane. I am not clear on that. 


SETTLEMENTS BY RENEGOTIATION BOARD 





Mr. Tuomas. That is part of the renegotiations. 
Maritime Commission included in it? 

oe Admiral Cocurang. The Renegotiation Board did come in on it, 
but that was on the over-all profit that was made on the contracts 
that were settled; and these are claims which were outside of them, 


Why was the 








ak where there was no agreement as to what was owed. In a dispute as 
ae to that, those, of course, would be settled by this Board, according to 
ee the terms of the contract, which are variable. I had one myself which 
ae I settled just within the past month, in which the contract 

Mr. Tuomas. Of course, renegotiation and your activities are two 


separate and distinct things. 

Admiral Cocurane. Well, major contracts have been renegotiated, 
but these are disputed items which are over and beyond that. 

Mr. Puiuuips. Has this been a function of your Board for all time 
in the past? 

Admiral Cocurane. It was in full swing when I inherited the opera- 
tion, Mr. Phillips. I do not know the preceding history of it. 

Mr. Tuomas. It has been there all the time. Of course, as far as: 
renegotiation and your claims here are concerned, they are two sepa- 
rate and distinct things. 

Admiral Cocurane. That is right. Entirely separate. Of course, 
renegotiation applies even on contracts which have been satisfactorily 
settled. 

Mr. THomas. What is the typical claim that arises now under this 
claims function here? 

Admiral Cocurane. Yes. The one I reviewed myself recently was 
a claim from ore of the shipbuilding companies that they had not been 
allowed a sufficiently high salary average for the officers of the com- 
pany, and that they should be rated as a big shipyard instead of a 
little shipyard. 

Mr. Tuomas. That is not renegotiation. 

Admiral Cocurane. But the allowances for the sale, that is, for 
completing ships that they had taken over and actually built, were 
not adequate or commensurate. 

Mr. sone Or that they bought 100,000 tons of steel and you 
only paid them for 98,000 tons? 

Admiral Cocuranr. There was quite a discussion on this one as to 
whether they had been allowed proper value for material they trans- 
ferred to another shipyard to complete ships built there. 


eh ee ore oi 
























EMPLOYMENT IN MARITIME ADMINISTRATION 


Mr. AnprEews. What is the total number of employees you have 

now, Admiral, in the Maritime Administration? 
Admiral Cocurane. The total that we have for the whole operation? 

Mr. AnpreEws. That is right. 

Admiral Cocuraner. For Washington and the field it is 4,080. 
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Mr. Anprews. Can you tell me what the total number was for the 
last year that the Maritime Commission was in existence? 

Admiral CocHrane. 4,081 is the rounded off total. 

Mr. ANnpReEws. For what? 

Admiral Cocuraneg. Of total employees, 4,081 is the total we have 
of civil service, that is, classified, field and Washington. 

Mr. Anprews. Is that for your agency today? 4,081? 

Admiral Cocurane. That is correct, sir. In Washington the total 
is 1,000. The budget proposal for next year is 1,091. For this year 
the estimate is 1,115. 

Mr. Anprews. What was the total number of employees of the 
Maritime Commission for the last year that they served, or that 
agency which was known as the Maritime Commission? 

Admiral Cocurane. As of June 30, 1950, which was a month or two 
after the old Maritime Administration had gone out of service, it was 
a total of 4,828. 

Mr. ANpREws. 4,828? 

Admiral Cocurane. That is right. 

Mr. Anprews. You reduced it then by about 748? 
Admiral Cocurane. That is right. 


SHIPMENT OF WHeEatT TO INDIA 


Mr. Anprews. You said something this morning that if the 
Congress would pass a bill providing wheat for India, that you planned 
to borrow $20,000,000 from the Reconstruction Finance Corporation 
to ship it over there? 

Admiral Cocurane. That is simply working capital. 

Mr. Anprews. I wish you would explain that, sir. 

Admiral Cocurane. It is working capital for the operation of ships 
to transport this material. 

Mr. Anprews. The grain to India? 

Admiral Cocurane. That is correct. We expect also to use those 
same ships to import to this country strategic materials, particularly 
manganese ore from India itself, and chrome ore from South Africa. 

Mr. Anprews. Do we have any assurance that we can get those 
strategic materials? 

Admiral Cocurane. We have been advised by the Office of General 
Services that this material is there, and that they are having difficulty 
in getting it into this country and they need help from us in providing 
the shipping. 

Mr. Anprews. Will the Maritime Administration bear the expense 
of shipping it free? 

Admiral Cocurane. No, sir; it does not. That is the reason why 
this money they are talking about is only working capital. The plan 
is to use it first to break ships out and get them prepared and equipped 
for the sea. 

Mr. AnpREws. Who pays for that? 

Admiral Cocurane. That comes out of this fund. Then, to place 
the ships under general agent operation. In other words, to employ 
a shipping company to operate them for us at our risk and expense, 
but to collect the freight at reasonable rates from the Indian Govern- 
ment for the transportation of this material. That freight income will 
be credited to this same operating revolving fund. 
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Mr. AnprEws. $20,000,000? 

Admiral Cocurane. That is right. Into which the $20,000,000 
goes as initial capital. The ships have to be dispatched there to 
pick up this other material, and we will also charge General Services 
freight for importing these cargoes. That again is credited to this 
fund. Against the fund are debited the actual costs of operation to 
the ship operators, plus a normal fee for their services in running the 
ships. In other words, it is a cost-plus-fixed-fee operation so far as 
the shipping companies are concerned. They are running the ships 
for our account. They collect the freight for us and it is credited into 
this revolving fund. That same arrangement will be used on these 
bulk cargoes to Europe which we are starting today to break out ships 
on. 


Suiep CONSTRUCTION 
20-KNOT DRY-CARGO SHIPS 


Mr. Anprews. You have 25 of the new 20-knot dry-cargo ships 
under construction now. Is that right? 

Admiral CocuraNne. That is correct, sir. 

Mr. Anprews. When do you expect the first of them to be com- 
pleted? 

Admiral Cocurane. The first of them will be available in June of 
1952. , 

Mr. Anprews. Are you going to put them immediately in service? 

Admiral Cocurane. Yes, sir. 


OPERATION OF SHIPS 


Mr. Anprews. Who will operate them? 

Admiral Cocurane. Of course, ‘t will depend upon the state of the 
country as regards mobilization. In some instances they will be put 
into general agency operation such as we are talking about now, or it 
will be chartered or sold to some of the shipping companies. 

Mr. Anprews. You will either charter them or sell them? 

Admiral Cocurane. Or run them on this general agency agree- 
ment. If the mobilization is sufficiently tight we have to take over 
more ships in that manner, and then they will be given to a general 
agency. The military has some interest in it as well. 


COST OF SHIP OPERATION 


Mr. Yates. You say the ships will be operated by private companies 
on a cost-plus-fixed-fee basis. What is the nature of the reasonable 
fee which you mentioned? How much is it? Do you have any idea? 

Admiral Cocurang. Yes. The fee that is being paid by the Navy 
to the tanker companies for operating these tankers that were trans- 
ferred to them from us about 8 or 9 months ago, or a year ago, was 
$60 a ship per day. Whether that will cover this present operation 
we are not quite sure of yet. It is something of that order. 

Mr. Yates. What is that $60 per day? What does it amount to 
in terms of your total cost? Is it a percentage of the total cost, or 
just a figure you pick? 
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Admiral Cocurane. It is an arbitrary fee that is agreed upon. 
The actual cost of the operation may run something over $2,000 a 
day per ship. 

‘Mr. Yates. Per day? 

Admiral Cocurane, Per day. 


OPERATION OF FAST CARGO SHIPS 


Mr. Yares. With respect to the fast cargo ships that are being 
constructed, is it proposed that they be operated on a comparable 
basis, namely, by some private operator? 

Admiral Cocurane. It will depend on the international situation 
at the time, as to whether they would be chartered, sold, or operated 
on this general agency scheme. We would prefer first to sell them, so 
that they are completely in private hands. Second, and next most 
preferable arrangement, is a charter which puts all the risk and profit, 
and so on, in the operators’ hands. Third is this last scheme in which 
we assume the risk for them. That is desirable only under very lim- 
ited conditions. Of course, in that case we set the freight rates that 
they charge. 

Mr. Yates. What happened during the last war? 

Admiral CocuraNne. Most of the operations were on this general 
agency basis. 

Mr. Yares. I thought the Government operated the ships them- 
selves with its officers, and hired men? 

Admiral Cocurane. No. Relatively little of that was done. The 
Military Seas Transportation Service, which is now running, is oper- 
ating a good many ships that way, but they have difficulties with that; 
and, of course—— 

Mr. Yates. What are the difficulties? 

Admiral Cocurane. In having experienced people to handle the 
services at the out ports, as they call them. In other words, at the far 
end, at the foreign ports, to handle the business you need services there 
to arrange for traffic, and arrange for port dues, and so on. So, most 
of these companies have an agent in the port who is handling the oper- 
ation at that end. They get the benefit of that. Of course, the same 
thing is true in the home ports. 

Military Transportation, of course, is setting up an agency to do 
that themselves. They are people out of uniform and are people most 
of whom are not trained in that field. Some of them, of course, are 
reserve officers who are; but most of them are not. 

Mr. Yaress. In other words, that class of personnel you have been 
talking about would be a substitute for longshoremen, would they not? 

Admiral Cocurane. No. For the management end. 

Mr. Yates. For the management end itself? 

Admiral Cocurane. Yes. 

Mr. Yates. In other words, longshoremen would still operate the 
unloading of cargo? 

Admiral Cocurane. In some cases I understand that the Depart- 
ment of Defense has contracts actually with commercial stevedoring 
companies, and using regular longshoremen in their operation. They 
have done it in some cases with civil-service employees. Of course, in 
this operation we talk about it will all be done with union labor. 
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Mr. Yates. Is the cost any lower when the Government operates 
this ship than when you charter it out? 

Admiral Cocurane. If the efficiency were the same, the cost would 
be about the same; but there seems to be some reason to believe that 
with companies that are trained to make a living that the operation 
will be somewhat more effective if they are handled on a commercial 
basis. Of course, one of the great advantages in this general agency 
agreement is that we have a pool of ships, so that we can use each one 
of them to the maximum advantage. 


MaritTIME TRAINING 
AVAILABILITY OF TRAINEES TO THE NAVY 


Mr. Yates. The thing that comes into my mind is this pool of 
men we are supposed to be training in the Maritime Academy. 
Presumably, is that not a store of personnel for our shipping in the 
event that the Government thought it advisable to use its own ships? 

Admiral Cocurane. Oh, a great majority of those lads are at sea 
and in merchant vessels today. 

Mr. Yates. Working for private companies? 

Admiral Cocurane. That is correct. 

Mr. Tuomas. Do you have any figures on that, Admiral? 

Admiral Cocurane. Yes, I have a report. 

Mr. Tuomas. In the years gone by no one has been able to tell 
with any degree of accuracy what part of them has ever gone into 
the maritime industry. We find most of the graduates of Kings 
Point working in the State Department. After they got a free 
education there they work for the State Department. 

Admiral Cocurane. This is a report that came down from Kings 
Point, dated January 2, 1951, which shows the report on the 220 
members of the class of June 1950. Seventy-three percent of these 
lads turned in their questionnaires, which were submitted to them, 
as of that date, and we found that the great majority are at sea in 
merchant vessels. Some few are in the services, such as the Army, 
Navy, and Air Force, and a few of them are taking further courses of 
study in colleges and a few are in shore-side employment. 

Mr. Yates. Why does not the Navy take in these boys who grad- 
uate? Presumably they are well-trained operators of ships. 

Admiral Cocurane. They are very well trained, and I understand 
from the information I have gotten informally, they are fine young- 
sters and naval officers. Off the record. 

(Discussion off the record.) 

Mr. Yates. But from the report you just read I do not understand 
your statement with reference to that report. You said relatively 
few of them are in the military services. If they are so good I do not 
understand why the Navy does not take more of them. 

Admiral Cocurane. Well, the Navy has two programs that they 
sponsored completely—the Naval ROTC program in colleges, whose 
main outlet is into the naval service; and, of course, the midshipmen 
in the Naval Academy who are, of course, all of them expected to go 
in the Navy—and practically all of them do. 

Mr. Yates. Does not the Navy program primarily prepare the 
fighting men for the fleet, whereas the merchant marine prepares the 
underdeck men? 
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Admiral Cocnrann. Yes. Here are the statistics we have. Sixty- 
nine percent of them are at sea as licensed officers in ships—both deck 
and general. 

Mr. Yates. Sixty-nine percent of whom? 

Admiral Cocurane. Of the class of 1950. 

Mr. Yares. From what academy? Or, is it all academies? 

Admiral Cocnrang. No. This is Kings Point. Thirteen percent 
are on active duty in the Navy. Seven percent are on active duty in 
the Air Force, and eleven percent are in colleges or shore-side employ- 
ment. 

Mr. Yates. Does the Navy get first call on them, rather than the 
merchant fleet? 

Admiral Cocurane. Yes. The Navy gets first call. 

Mr. Yates. What is the practice of Great Britain with respect to 
subsidizing her merchant fleet? Is it considerable at the moment? 

Adsnirel Contniaes It has not been over the years, except that they 
have always given great attention to the training of youngsters and 
boys in a number of school ships, as they call them. Of course, the 
large percentage of those young British lads find their livelihood at sea 


RESERVE FLEET 


Mr. Yates. Is there a comparison between our practice of charter- 
ing a ship and the British practice, or do the British companies build 
their own vessels for their own use? 

Admiral Cocurane. The British have not maintained a large 
reserve fleet, as we have, and most of their ships are in service. They 
have rotated them somewhat more rapidly and practically all of them 
are built with private capital. 

Mr. Yates. With private capital? 

Admiral Cocurane, That is correct. 

Mr. Yates. In other words, the private ship companies own their 
own ships and there is no comparable charter service? 

Admiral Cocnrane. That is correct. 





COMPARISON OF BRITISH AND AMERICAN MERCHANT FLEETS 


Mr. Tuomas. Mr. Yates, carrying that one step further, it would 
be interesting for the record at this point for the Admiral to intimate 
before World War II the comparative size of the British merchant 
fleet and the American merchant fleet. Our operating differential and 
construction subsidy program has been in effect since 1936. The 
British have never had one, to my understanding, either for the 
training of personnel, or an operating-differential subsidy, or a con- 
struction-differential subsidy. 

Mr. Puturps. Britain has had a program of training for personnel? 

Admiral Cocuraner. For many years. I do not have at the tip of 
my tongue the relative size of our fleet, but our contribution would 
be that before the war it was just insignificant as compared to the 
needs, in spite of all the ships that were built in World War I. Of 
course, in the years before World War I we had relied largely on 
foreign-flag tonnages for service. When the world war broke out in 
Europe in 1914 ships were withdrawn by the nations that got into 
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the war ahead of us, and we were completely cut off from overseas 
communication. That precipitated the organization of a Shipping 
Board and the Emergency Fleet Corporation back in 1916, to start 
building, to make good our own requirements. 

Large numbers of ships were built during that war. In the follow- 
ing years only a limited number of them were obtained, until we 
finally came to 1936, when new programs were started, but on a very 
limited scale. However, they did furnish the bulk of the ships that 
were needed for conversion to auxiliaries by the Navy. Then, when 
we got into 1940-41, the needs for building here again were accelerated, 
and we started out by taking the Liberty, which had been designed 
in this country largely as a marginal ship—just the barest minimum. 
The first order was for sixty ships to be turned over to the British. 
When things broke here that was the only design that was going, and 
it was ordered in large numbers—several thousand. 

By 1943 it became clear that that was not a ship that was entirely 
satisfactory for the postwar period. Then the Victory ships were 
started. 

The first ship made 15 knots. Later, with an improved design, 
they could make 17 knots. So, when the Korean affair broke out we 
had in the reserve fleet somewhere around 220 of them. 

Mr. AnpreEws. Fifteen-knotters? 

Admiral Cocnrane. Fifteen and 17-knot ships—the Victories: 
The first demands of the military were solely for that type; and 
by the time I landed here 130 of them had been put into service, and I 
discovered there were only 90 of these fast ships left. So, apparently, 
if there is any further difficulty, it would confront us with the im- 
possibility of meeting it. That is why we started this fast ship 
program, which wound up with the first block of 25 contracts placed on 
the 17th of February. Today we put the rest of these 90 Victory 
ships back into service, so that at this moment there are only a few— 
and 3 of them are ships converted to carrying animals, such as mules 
and so on—left in the reserve fleet which we now have to go in and 
break out, and maybe ships which were marginal when they were 
built in 1941. 

Mr. Yates. Are the graduates of the Academies subject to call by 
the Government at any time? Even those working for private ship 
companies? 

Admiral Cocurane. They are subject to call as Naval Reserve 
officers. 

Mr. Yates. As Naval Reserve officers? 

Admiral Cocurane. Yes. 

Mr. Yarss. Are they subject to call to operate a merchant fleet? 

Admiral Cocnrane. No, except insofar as they may be so subject 
to the draft. Arrangements have been worked out so that if they are 
subject to the draft and they indicate they desire to go back to sea, 
we can take them on and get a deferment from the draft for them. 





OPERATING-DIFFERENTIAL SUBSIDIES 


Mr. Yates. How much was paid by way of subsidies to the ship 

operators during the last year? What is the total amount of that? 
Admiral Cocurane. I will get that from the figures, Mr. Yates. 

Mr. Tuomas. $53,000,000 was the accrual. 
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Admiral Cocnrane. Yes, the accrual; but we did not pay that 
much. 

Mr. Tuomas. You will pay it later, though. 

Mr. Hocurevp. In 1950 the subsidy accrual was $55,755,000. 
Actually expended through 1950 was $548,660. That is just for one 
fiscal year’s operation. 

Mr. Yates. How many voyages would that cover? 

Mr. Hocuretp. That would cover 1,371 voyages. 

Mr. Yates. Mathematically, could you get an average cost per 
voyage by dividing the $55,000,000 by the 1,371, or would not that be 
a correct procedure? 

Mr. Hocuretp. No, sir. Corresponding to the $55,755,000 is a 
total domestic cost of subsidizable items of $124,575,000. 

Admiral Cocurane. Only a percentage of that is subsidizable. 

Mr. Yares. Attributable to what? 

Mr. Hocureip. Wages, subsistence, repairs, maintenance, and in- 
surance. 

Admiral Cocurane. But that is not all subsidizable. That repre- 
sents the cost of these things which is set up in comparison with the 
cost of equivalent things in the direct foreign-flag competition against 
ships operating there, and a factor is struck as between the cost of 
the foreign items and the same things here; that is, wages, subsistence, 
repairs, insurance, and maintenance. 

Mr. Yarrs. Perhaps I should explain what I am trying to get at. 
We subsidized 1,371 voyages last year; did we not? 

Admiral Cocurane. That is correct. 

Mr. Yates. How much did that cost the Government? 

Admiral Cocurane. The accrued subsidy for that is—— 

Mr. Yares. $55,000,000 is the actual cost accrued to the operators; 

it not? 

Admiral Cocurane. Yes. 

Mr. Yates. What is the additional cost that should be added to 
that? Should there be an additional cost such as you mentioned on 
domestic items? 

Admirai Cocurang. No. This cost of domestic items is what the 
American-flag operator paid for these things. Actually, had he been 
flying a foreign flag, such as the flags which were in the service that 
he was running—— 

Mr. Yarres. You mean, like Panamanian? 

Admiral Cocurane. Yes, or Swedish, or Norwegian. Actually, we 
check against exactly what ships were in the run with him and compute 
the costs to those nations—that is, those ships, of the same items—and 
evaluate the total number of ships’ savings to each flag, and arrive at 
an evaluated foreign cost for the same services as we have. 

Mr. Anprews. In other words, it is comparative for our flag, as 
compared to the foreign? 

Admiral Cocurane. Yes. And the subsidy accrues to our operator, 
which is the difference between our cost and the foreign-flag wage costs. 

Mr. Yares. Is that a substantial difference? 

Admiral Cocurane. Oh, yes. That is what it amounted to. It is 
44 percent of ours. 

Mr. Yates. What would be the difference in cost in a voyage 
between comparable ports under the American flag and under the 
Panamanian flag, for instance? 
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Admiral Cocurane. We will take the 1950 figures which we have 
here, and which you start out with. Where the domestic cost of the 
subsidizable items is $124,000,000 in round figures, 44 percent of 
that is the excess over what it would have cost the foreigners to do 
the same job. Forty-four percent of 124 is the subsidizable amount, 
which is $55,000,000. It costs our ships $55,000,000 more than it 
costs the corresponding foreign competition to run the same service. 













































REGISTRATION UNDER FOREIGN FLAGS TO AVOID TAX 





Mr. Yates. Do not many of our companies register under the 
flags of foreign countries—as, for instance, under the Panamanian 
flag—to avoid paying taxes? 
ae Admiral Cocnrane. Yes. There are some limitations on what 
Pi: those ships can do, however. They are not in any way eligible for 
g subsidy. They are not permitted to operate in the domestic service. 
E In other words, they cannot do any coastal or intercoastal service. 
So that there a number of disadvantages in it. There are a number 
of advantages, on the other hand, and there are a good many ships 
that are operating under foreign flags to gain the advantages of the 
reduced cost. 

Mr. Yates. In other words, it might be advisable to adjust the 
tax laws even a little bit further in that respect; would it not? 

Admiral CocHraNne. Well, it is certainly very important that we 
should have this effective merchant marine. 

Mr. Yares. Surely. 

Admiral Cocurane. Of course, we have to approve the transfer 
of an American-owned ship to a registry of a foreign flag, and in almost 
every case the condition of that approval has been that the owner 
should make her available to the United States in the event of a 
national emergency. 


MARITIME TRAINING 





Mr. Yares. Admiral, you are an Annapolis man. I do not know 
whether I am asking you an embarrassing question. What is your 
opinion as to the desirability of continuing the training program? 


DESIRABILITY OF TRAINING PROGRAM 





Admiral Cocurane. I think perhaps I could answer that in two 
parts. There is not any question in my mind of the importance of 
the officer-training program, and I think the services performed at 
Kings Point are outstanding ones, and that out of it we are getting, 
from the national-security point of view, value received. In the 
unlicensed-training program, I think it has to be again answered in 
two parts: That for the so-called entry ratings, where you take a boy 
off the street and start him off so as to be ready to go to sea; and then 
where you take those men who have been to sea and need to be ad- 
vanced in their schooling or, in other words, to be rated. There is 
some question as to the necessity for the elaborate training program 
for the so-called entry ratings. In other words, for mess men, and for 
the lowest rating of the engine room—wipers, as they are called—or 
for ordinary seamen. 
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As to whether we need to go into that extensively in the immediate 
future, there is a good deal of doubt in my mind on that subject. On 
the other hand, we do need trained men in the skilled ratings. Today 
we are suffering shortages, for example, of radio operators. It takes 
about 6 months to train a radio operator so that he can actually go 
aboard ship and know the routine and be able to transmit and receive 
radio message. A good many ships today are adding to their equip- 
ment radar, which, of course, is very advantageous under war condi- 
tions and quite important from a commercial aspect in peacetime in 
facilitating traffic through fog or into harbors at night. It is that 
sort of thing which takes skilled and trained men to operate. It is 
almost impossible to train the men aboard ship at Sea. 

Our fast cargo ships will have a power plant that is somewhat more 
advanced in its engineering than anything you see today. The men 
to go into that and operate it skillfully and effectively need to be 
trained, and the only way it can be done is in some institution. We 
have the facilities to do it, which were set up during the war; and that 
is the sort of thing being done at Alameda and Sheepshead Bay today. 

Of course, they have also at Sheepshead Bay, which was not men- 
tioned, the correspondence course, which is made available to the men 
who are at sea, so that they can gain some schooling and advancement 
while they are actually serving. 

Mr. Yates. How many people does that cover? 

Admiral Cocurane. The correspondence course? 

Mr. Yates. Yes. 

Admiral Knieur. That is 7,500, taking about 13,500 courses. Most 
of them take two at a time. 

Mr. Yarrs. Do they pay anything for that? 

Admiral Knient. $3 for each course toward the books. That goes 
back to the Treasury. 

RESERVE FLEET 


Mr. Yates. One further question. I noticed in here the justifi- 
cation for removing a repair shop from a dock to the shore. 1 think 
that was for the James River fleet. Is that the same dock that you 
desired an appropriation for earlier, to repair the dock because of the 
rotting of the timber, or is that another dock? I think I can find it. 
Where is the James River fleet justification? 

Admiral Cocurane. It is under “Reserve fleet.’’ That is page 
1010. 

Mr. Yates. Then you have reconditioning of the Richmond Ware- 
house loading platform. Is that the same thing? 

Mr. Hocuretp. No, sir. It is not. 

Mr. Yares. It is two separate things? 

Mr. Rocuretp. Yes. Two separate things. 


BupGcetr Request SuBMITTeD To BureEAv oF BupGet 


Mr. Puiturps. Admiral, there is one question that I ask each 
agency. For how much did you ask the Bureau of the Budget com- 
pared to the amount that the Bureau of the Budget gave you or 
allowed you to ask for here? Can you give us that all in one lump 
sum, or can you give it to us in separate items? 

Mr. Hocurevp. Either way. 

Mr. Puriuurps. Then give it to us as separate items. 
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BREAKDOWN OF BUDGET BUREAU REDUCTIONS 


Mr. Hocurevp. For “Construction’”’—and this included the original 
supplemental, part of which was authorized in the Second Supple- 
mental Appropriation Act—$354,684,000, as compared to an allow- 
ance of $105,000,000. 

“Operating-differential subsidies,’ $37,852,000; allowed,$35,- 
000,000. 

“Salaries and expenses,’’ broken down as follows: “Administrative 
expenses,”’ $9,141,100, as compared to $8,895,000 allowed. 

‘Reserve fleet expenses,’ $7,104,000, as compared to $6,500,000 
allowed. 

“Shipyards, warehouses, and terminals,’ $2,938,500; allowed, 
$2,215,000. 

Total cost of ‘Salaries and expenses,” $19,183,600 requested; 
$17,610,000 allowed. 

“Training,”’ $4,618,000 requested; $3,605,000 allowed. 

“State marine schools,”’ $1,251,800 requested; $795,000 allowed. 

“Construction fund,’”’ $14,337,848 requested; $14,000,000 allowed. 

Mr. Puiuures. I see that here is quite a reduetion in the “Ship con- 
struction” from $354,000,000 to $105,000,000, and then reductions of 
some size in the other items all the way down. Did the Bureau of the 
Budget indicate where it wanted you to take the money out? 

Mr. Hocuretp. The Bureau of the Budget in its communication 
to the Secretary of Commerce indicated by program the allowance. 
In other words, they indicated the allowances for “‘Ship construction,” 
“Operating-differential subsidies,” and so forth. They did not indi- 
cate in each of the programs what was being allowed and what was 
not being allowed. However, as has been the custom in previous 
years, representatives of the Department of Commerce go to the 
offices of the Bureau of the Budget and they, on an informal basis, 
indicate wherein the reductions were taken. However, it is not the 
subject of an official communication to the Commerce Department of 
the Secretary of Commerce. 

VesseL Revotvine Funp 

Mr. Puiuuips. Do you have any request for supplementals hanging 
fire at the present time? 

Admiral CocHraner. Yes; we have. That is for an initial appropri- 
ation for a “Vessel revolving fund.”’ 

Mr. Parties. How much is that? 

Admiral CocHrane. $61,860,000. 


Mr. Puruures. Is it not a fact that you once had a revolving fund? 
I presume this new fund is for construction. 


WAR-RISK INSURANCE 


Admiral Cocurang. No, sir. Thisis for vesseloperation. Part of it, 
or $10,000,000 of it, was intended to be used as a revolving fund for 
the war-risk insurance. 
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Mr. Parties. My recollection is prior to the fiscal year 1948 you 
had an operating fund into which you put most of your money and 
drew it out for general purposes, and that the subcommittee at that 
time did away with all operating funds, expressing the feeling that 
they were not very satisfactory. Now you want to revive an operat- 
ing fund? 

Admiral Cocnrane. For these two specific projects, into both of 
which come returns from the operation itself. 

Mr. Puriurrs. How do you get a revolving fund for insurance? 

Admiral Cocurane. The premiums are paid into the revolving 
fund, and of course the settlements of claims have to go out. 

Mr. Puritirps. You mean, you are self-insurers, or operate as your 
own insurers? 

Admiral Cocuranr. What it provides is commercial insurance on 
commercial interest. 

Mr. Puiturps. Who pays the premium then? 

Admiral Cocurane. The insurer. Actually, the arrangement has 
been—— 

Mr. Puiiuips. Not the Government? 

Admiral Cocurane. Not the Government. We are self-insurers. 

Mr. Puiturps. You operate as an insurance company? 

Admiral Cocurane. That is correct; because the risks that are 
involved are more than commercial insurance is prepared to handle. 
It only comes into effect when the commercial market dries up and 
they refuse to continue to write insurance, which has happened in 
each case of a war. 

Mr. Puiturps. Has it been only in connection with war risk? 

Admiral Cocuranz. That is correct. It is only intended that we 
should operate in connection with war risk. 

Incidentally, Mr. Phillips, we are now writing war risk insurance 
for the Department of Defense on an indemnifiable basis. In other 
words, we write it, but as claims are to be settled, then we bill them 
for the claims and they reimburse us for that amount. 

Mr. Puiuurps. Can you get any private companies to underwrite 
you to carry any of your risk? 

Admiral Cocurane. We have not attempted that because we 
thought it was better to carry it in a fund, as required. Of course, if 
you attempt to underwrite it you have to pay them for something 
more than the risk they assume. Actually, even in a construction 
program we are self-insuring now. 


TRANSPORTATION TO ForREIGN COUNTRIES 
COAL TO EUROPE 


Mr. Purtures. You testified that we are taking coal to Europe. 
That is an astonishing statement. 

ApMIRAL CocurANeE. In a terrific volume. 

Mr. Purtuips. What has become of the coal miners of the Saar and 
the Ruhr and Newcastle? 

Admiral Cocurane. The demands for coal, both in France and 
Italy, of course, have always been outstanding, and Great Britain’s 
itself are outstanding. The programs are for half and three-quarters— 
Mr. Puruuips. They have the coal; do they not? 
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Admiral Cocurane. Well, it is not coming out in sufficient volume 
to meet their needs. 

Mr. Putuurps. Why not? 

Admiral Cocurane. Well, one can only surmise that the present 
methods of operating coal mines in the United Kingdom are less 
effective than those they had heretofore; although I am not informed 
on that. 

Mr. Tuomas. Britain socialized its mines. 

Mr. Puiturps. In other words, when you socialize the mines you 
have to have an old-fashioned capitalistic economy in order to supply 
you with coal. Is that the idea? 

Admiral Cocurang. That is what is happening. Something like 
1 million tons of coal are going to England and three-quarters of a 
million to France. 

Mr. Puiturrs. How much is going to England, if you know, 
Admiral? 

Admiral Cocnrane. This figure estimates up to 2 million tons to 
the United Kingdom. 

Mr. Puiturps. In what period of time? 

Admiral Cocurane. That is in a 6-month period, between January 
and June 1951—the first 6 months of this current calendar year. To 
Italy is going 900,000 tons. It is a total of something over 7 million 
tons of coal to Europe. 

Mr. Yates. Does this mean they are not drawing on the Polish 
coal, Admiral? 

Admiral Cocurane. We understand the Polish coal recently dried 
up as a source to Western Europe. 

Mr. Puiuurrs. I did not get the total of 7 million against the 2 
million to Great Britain. How is that broken down, Admiral? 

Admiral Cocurane. 2 million to Great Britain, 900,000 to Italy, 
and 1 million to France. Then there are shipments to Austria, 
Belgium, Germany, Greece, Ireland, Netherlands, Norway, Portugal, 
Sweden, and Switzerland. This carries a figure of 400,000 tons even 
to Japan. 

Mr. Puruuips. A total of 7 million tons to all external users. 


SHIPMENT OF GRAIN 


Admiral Cocurane. And a grain program of over 6 million tons 
total, not including the full Indian program. There are only 400,000 
in this figure to India. 

Mr. Pututiprs. In speaking of the India program, you said money 
was being obtained from the RFC. 

Admiral Cocurane. It will be if the program is approved. 

Mr. Parturps. The RFC is a lending agency. Who appears as the 
borrower in that loan? 

Admiral Cocurane. Maritime. 

Mr. Puitups. The Maritime Administration? 

Admiral Cocurane. Yes. 

Mr. Puiuures. You are borrowing, but you expect to get it back? 

Admiral Cocurane. We will recover it in the freight collected for 
the service rendered. 

Mr. Puiuuips. And India pays that? 

Admiral Cocurane. India pays that; yes, sir. India pays some 
of it. 
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Mr. Puiuures. In cash or in kind? In cash or commodity? 

Admiral Cocurane. It is our understanding it will be prepaid cash. 
That arrangement for an advance from the Reconstruction Finance 
Corporation is in the resolution. 

Mr. Tuomas. It is in the bill itself. It is not any activity on your 
part, but it is directed under the bill. 


DisposaLt oF Scrarp MATERIAL 


Mr. Puiurres. That bill has not passed the House yet. 

Mr. Hochfeld, I saw an item of scrap in there and I did not under- 
stand from the testimony that that meant that you expected to sell 
material for scrap, or whether it was material which we had in old 
vessels, and things like that? 

Mr. Hocuretp. That was material that would be disposed of 
during 1952. 

Mr. Puiuuirs. And it came to how much money? 

Mr. Hocuretp. That was the total amount of material in the 
warehouses. I think scrap came to something like $2 million. 

Mr. Putiurps. Was that an estimate of what you expected to get, 
or what it was being carried on your books for? 

Mr. Hocurevp. On our books. 


ANTICIPATED RECEIPT FROM SCRAP DISPOSAL 


Mr. Puiturps. Then how much do you expect to get for $2 million 
worth of scrap? 
Mr. Hocure p. It is estimated as 20 cents on the dollar. 


Construction Funp 
REQUISITION OF ‘‘MARIPOSA”’ AND ‘““MONTEREY’’ 


Mr. Puiuuips. This subcommittee, and therefore the Congress, for 
about 4 years has been very much interested in what we are going 
to do with the Mariposa and the Monterey. You mentioned them in 
your testimony. The committee several times, or this side of the 
Congress, felt it had given authority to the old Board to dispose of 
them, but that the old Board had been very slow in taking that author- 
ity and doing something with it. I am very glad to see from reports 
that come to me that something is being worked out. 

I understand, and am I right in my statement, that the Navy has 
recommended that the Maritime Commission should buy the ships? 
I am quoting now from a statement: 

The Navy Department recommends that the Maritime Commission buy the 
ships and take the steps necessary to complete them as troop transportation. 
The Navy Department had so advised the Maritime Commission and is now en- 
gaged in preparing the characteristics of the type of troop transportation recom- 
mended. These characteristics will be transmitted to the Maritime Administra- 
tion when complete. 

What is causing the delay at present? 

Admiral CocHrange. We have authority to acquire the ships by 
requisition, and we have an appropriation for that in the funds as 
they now stand. 

Mr. Puitires. How much is that? 
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Admiral Cocurane. It will be chargeable against this construction 
cost. 

Mr. Putiurrs. You have the money necessary to convert the ships? 

Admiral Cocurane. Not to convert, but to acquire. 

Mr. Puiuures. How about making the plans for whatever you want 
to do to the ships? 

Admiral CocuraNne. We requested from the Department of Defense 
$200,000 to draw the plans for conversion, and as of the 23d of Feb- 
ruary we are advised that the Department of the Navy had money, 
but they were requesting approval of the Munitions Board before its 
allocation to this purpose. I have not heard from them since, although 
we made inquiry about it. We selected a contractor to do this design 
work, and he has already made a survey and given us an estimate for 
the job, which is within this figure. 

The next step, of course, is the actual requisition of the ships, and 
then we will go on to just compensation, which of course we want to 
do in such fashion that it will be acceptable by the company, because 
otherwise they would take only 75 percent of it and then have to sue 
for any balance. We would prefer not to get this thing into a lawsuit. 
There comes up then the question of a contract to do the conversion 
work. For that work we want to get bids, and we hope to do the work 
in San Francisco Bay, where the two ships are now located. 

Mr. Puiturrs. The ships lie out there, and that is the most con- 
venient thing to do. 

Admiral Cocurane. It is far better. When the question was up 
here 3 or 4 years ago the low bid came from an east coast shipyard, 
which would have involved towing them around, which was not a good 
scheme even then, and is even less suitable today, I think. 

Mr. Puiuiips. Why do you not have the $200,000 for the prepara- 
tion of plans even if the Navy does not release that much money to 
reimburse you? 

Admiral Cocurane. We have funds, but the Bureau of the Budget 
felt as long as this was a job requested by the Department of Defense 
the cost of it should be charged to their appropriation. That is in 
connection with the decision they made on the completion of these 
three ships that we were building—the three transports they are now 
building at New York—and they have reaffirmed that in a policy letter 
of 23d October. 

Mr. Patuutrs. I think that would be satisfactory to this committee, 
just so that you do not get into another one of these long delays while 
the ships lie unused, since they are the fastest ships that are available 
for the transportation of troops at the moment. 

Admiral Cocurane. They are ships that are not only fast, but are 
admirably adapted to this service; and I personally inspected them in 
the middle of last month and went over both ships in great detail. 


TRAILEK AND PASSENGER BOATS 


Mr. Puiturrs. I come now to another matter, which is a smaller 
matter, but of very great interest to me because of its possible relation 
to the defense program. That was Mr. H. F. Alexander’s plan, oper- 
ating as the Pacific Coast Steamship Co., to build a trailer and 
passenger boat that would, in the case of the first ones, go from Los 
Angeles to San Francisco and return. Then he expected to try it 
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out on the east coast. The ship would pick up the trailers whichs 
now go up overnight on our roads and crowd our roads and destroy 
our roads. The power plant, would be left at the loading area, and 
enntier power plant go on and take the cargo carrier unit off the 
vessel. 

Do you know how that is progressing? 

Admiral Cocnrane. Yes, sir. There was some problem in connec- 
tion with the financing of the project because, since it is a coastal 
operation and completely domestic, it is not eligible for subsidy and 
requires to be financed by the company. I have been in touch with 
them and the designer has been notified to drop the speed from 25 to 
26 knots down to 22 to 23 knots. That design has been referred to the 
Navy, and they recently advised us that they believed the ships are 
valuable for the national defense. 

Mr. Puiuirs. The point is, I understand there would be very 
little conversion required. The Navy would take over the ships on 
a moment’s notice, and each ship would be a possible means of trans- 
portation for a complete task force. 

Admiral Cocurange. They would be suitable for service not as 
troop transports but as transports of military vehicles, and that sort 
of thing. Plans have been submitted to us and we find them quite 
satisfactory. So, at the moment it hangs on the problem of financing. 
I understand Mr. Alexander himself has been in touch with the 
National Security Resources Board as to a certificate of necessity. 
I am not sure what other agencies he has contacted, but some private 
financing and perhaps the Reconstruction Finance Corporation; 
although I am not fully advised on the latter part. 


However, | think now it is primarily a question of financing. 

Mr. Puiuuips. You think it is progressing? 

Admiral CocuraAne. Yes, sir. 

Mr. Purtures. Those were two matters that have hung over from 
year to year before the subcommittee. 


OpeRATING-DIFFERENTIAL SUBSIDIES 


Mr. Puiuurps. Now, I want to come back to the question of the 
operating subsidies, if I may. On page 610 you show 16 operators 
who are on the list for a differential subsidy as being entitled to or 
eligible for a differential subsidy. We had some argument each year. 
especially last year, in an attempt to limit the operating subsidy so 
that this committee would know the field in which they might be 
confined, and yet not create a monopoly. It seemed that the method 
we took last year unintentionally leaned toward monopoly. We 
limited the number of vessels, which necessarily confined the subsidy 
to the vessels owned and operated at that time by the 16 companies. 
That is, it was then 13 or 14, but it would be 16 for next year. 

Now, I am right in that, am I not, that there is a tendency toward 
monopoly? 

Admiral Cocurane. I think that is unquestionably true, sir. 

Mr. Puriurs. My next question then has to do with certain 
vessels with which I am familiar. As J remarked last year, I represent 
a desert district with only the Salton Sea in it, and we are not sailing 
many ships on that sea, and still I seem to be one Congressman who 
is most interested on this subcommittee in the maritime problem. 
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SUBSIDY APPLICATION OF PACIFIC FAR EAST AND PACIFIC TRANSPORT 
LINES 


On page 605 herein are two Pacific coast lines which are known to 
Meet Pacific Far East Line and the Pacific Transport Line. The 
situation with them is this—and correct me, if I am not right: They 
have applications in. The applications have not yet been approved. 
Therefore they cannot, under the present restrictions, make them- 
selves eligible for differential subsidies. They may not need sub- 
sidies. ere is no evidence yet, or no assurance yet, that they will 
need subsidies; but in order for any line such as these two—and I pre- 
sume the others on the list on page 605—in order for them to go out 
and offer their services to prospective customers and prospective users 
of their services, they have to be assured that they can promise con- 
tinued sailings, and that they can continue to make good on the pro- 

sals which they make to their prospective customers that they will 

e able to carry the goods that are consigned to them to carry. Un- 
less they are on a list which would make them eligible for operating 
subsidies, they cannot offer themselves in that way to their customers. 
Am I right in that? 

Admiral Cocnrane. They cannot assure that they will be able to 
continue to run a liner service. 

Mr. Puitutrs. That is right. Therefore, in fairness to the maritime 
program of the United States we should make it possible for other 
lines to be included in the list, and not confine it to a group already 
established, of some 16 companies, for next year, which would in 
effect encourage monopoly. That being the case, will any language in 
the bill as presently before us still confine it to the establishment of a 
monopoly? 

Admiral Cocuraner. The limitation of 1,523 sailings unquestionably 
will react against approval of some of these additional applications. 
There is one factor, of course, and that is in setting up the operating 
subsidies we have attempted to avoid putting companies in competi- 
tion with each other. In other words, where we might be involved in 
subsidy contracts so that there were two lines on parallel runs. That 
is one of the things that has been of concern in these two cases—Pavific 
Far East and Pacific Transport, both. As of the moment, of course, 
the ships are operating quite satisfactorily, but that is not a stable 
condition, and we are quite concerned about the situation. 

Mr. Puruutps. I am glad you spoke of the fact that they were oper- 
ating because, as a matter of fact, one of these companies—the 
Pacific Far East—had a very successful operation to the Orient which 
was shut off by the war, and now they want to go to another line, and 
that is what they might have to have a subsidy for, even if only 
temporarily. However, in order to free your hands, should we not 
state that it should be possible for you to apply these 1,523 sailings, 
or whatever the number is finally determing to be, to the 16 com- 


panies whose names appear on page 610, and also to any other com- 
panies who presently have applications before you? 
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Admiral Cocurane. Some latitude ought to be available, Mr. 
Phillips. I feel quite strongly about that because we are in an un- 
stable situation, and we ought to be able to take care of the problems 
as they turn up. 

Mr. Puriuies. Would you care to hazard a guess as to whether or 
not that would mean any additional voyages above the 1,523, or what- 
ever it may be, if we give you a freedom of choice as to whether the 
number of voyages would be enough? 

Admiral Cocnrane. I think we will need some additional voyages, 
Mr. Phillips, but I hesitate to guess at just what it is because I have 
not analyzed it from that point of view. 

Mr. Putuurps. Would you make a note of that and let us know 
what it is? 

Admiral Cocurane. I would be very glad to do so. 
(The information is as follows:) 


Reference is made to the following proviso which appears in the proposed appro- 
priation language in connection with the 1952 Appropriation Act: ‘‘except that 
no part of the foregoing appropriation shall be available for any obligation made, 
for the payment of an operating differential subsidy for any number of voyages 
during the current fiscal year in excess of 1,523.” 

Appendix A attached furnishes the detail making up the 1,523 voyages referred 
to above, which total it will be noted is comprised of groups 1, 2, 3, and 4. At 
the bottom of appendix A there has been included item 5 applicable to applica- 
tions pending, but not included in the 1952 budget. 

Group 5 differs from the total shown on page 605 of the budget by reason of 
the fact that there have been omitted figures with respect to the applications of 
Black Diamond Steamship Co. and Arnold Bernstein Line, Inc. The application 
of the former has been p et i and it is indefinite as to whether or not the 
latter application will ever be processed due to the fact that the vessels (now 
owned by the Maritime Administration) on which it was intended that subsidy 
be paid have been taken over for national defense purposes. 

A vessel limitation is more rigid than a voyage limitation because, in the former 
case, as long as the vessel is eligible for subsidy, although temporarily laid up or 
temporarily operated outside the subsidized service, it would still count against 
the limitation. On a voyage-limitation basis, subsidy could be paid on voyages 
and vessels not listed in the budget to which the maximum total applies, in the 
event any of the operators concerned, for one reason or another, did not require 
any of the voyages or the maximum voyages listed as to a particular operator. 
In other words, there might be some leeway whereby some of the vessels and 
voyages could be used for other purposes as for instance if neither or only one of 
the applications listed in group 4 is approved for subsidy the number of voyages 
eliminated from the budget total could be used with respect to any one of the 
pending applications in group 5. Also it might develop that for one reason or the 
other surplus voyages would arise in connection with groups 1, 2, or 3, in which 
event the surplus voyages could also be used in connection with group 5, if needed. 

On the other hand, if the limitation of 1,523 including groups 1 to 4 inclusive 
were increased to include the 307 voyages listed in group 5, more freedom would be 
available to the Federal Maritime Board in dealing with applications now pending. 
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Appenpix A.—Actual or estimated postwar vessels and voyages 





Voyages Number of 
voyages 
Operating subsidy contractor estimated 
Mini- | Maxi- for 1952 
mum | mum budget 








(1) Contracts executed: 
American Mail Line, Ltd 
Farrell Lines, Inc 
Grace Line, Inc 
Lykes Bros, Steamship Co., Inc 
Mississippi Shipping 
Pacific-Argentine-Brazil Line, Ine 
oo, CE OS a ae a ae BPE SLAG E 
United States Lines Co. (America) 


alers 


ge 





a); 


Subtotal 
(2) Resumption letter contracts subject to further actions by the 
Board before execution of forma] resumption contracts: 
American Export Lines, Inc_-. 
American President Lines, Ltd 
Moore-McCormack lines, Inc 
United States Lines Co. (cargo) 


Subtotal 











(3) Prewar contracts where there are neither formal nor letter 
resumption contracts due to failure thus far to agree on replace- 
ment program: 

The Oceanic Steamship Co 
New York & Cuba Mail Steamship Co 


Subtotal 











Subtotal for groups 1, 2, and3 


(4) ee pending for new contracts included in 1952 fiscal 
udget: 
South Atlantic Steamship Co., Inc. 
Gulf & South American Steamship Co., Inc 





Cent ono sien cin bb Aces aieiss ie Sikes late 





(5) Applications pending not included in 1952 fiseal budget: 
Pacific Far East Line, Inc 
Pacific Transport Lines, Inc 
Grace Line, Inc., west coast ____- 
Grace Line, Ine., Atlantic-C aribbean 
United States Lines Co. (trade route No. 8) 











Subtotal 5 











Grand total 299 1, 58 | 1,917 | ‘1, 523 





1 Operator has made formal application to reduce minimum and maximum sailings to 36 and 46, respec- 
tively, and estimated voyages are based on present turn-around voyage days. 

2 Operator purchased 4 vessels from the Shepard Steamship Co. for general assignment to lines A, B, and 
C, for the purpose of handling anticipated Israeli business. Increase in sailings has been requested from & 
total minimum of 144 and a maximum of 173 to a minimum of 168 and a maximum of 199 per annum, 


Mr. Yates. How many other applicants do they have besides the 
ones you have in mind? 

Mr. Puiturrs. It is on page 605. 

Mr. Yates. I have that; are there any others? 

Mr. Putuutps. That is all; but there were others last year. I am 
glad you asked that. 

Mr. Yates. That is right. 

Mr. Puiturpes. There were others last year who had not yet made 
application, but who intended to make it. However, that is a very 
uncertain thing and there has not been any definition of that in the 
intervening year; has there? 

Admiral Cocurane. No. The only ones that have come in so 
far are those two up at the top of the page. 
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Mr. Puruures. Arnold Bernstein and Black Diamond? 

Admiral Cocnrane. Yes. Gulf and South American Steamship Co. 
and the South Atlantic Steamship Co. Beyond these that are listed 
here at the bottom of the page—and as I say, these were listed here 
because of their difficulties. 

Mr. Pururps. In all probability that pretty well covers the field? 

Admiral Cocnrane. That is right. 

Mr. Putuurps. Also, is it not your opinion, Admiral, that with the 
expansion of the war program the need for those operating subsidies 
wil probably be reduced? 

Admiral Cocurane. I think that is true. Actually, of course, 
most of these operations of Pacific have been quite successful due to 
the fact that they were running the ships nearly full. 


Maritime TRAINING 
REDUCTION IN PAYMENTS TO CADET MIDSHIPMEN 


Mr. Puinups. Now, let us come to our old friend, maritime train- 
ing. We seem to get ourselves involved in that. As your statement 
says, last year or a year ago it was the suggestion of the Bureau of the 
Budget that we change the method of paying the cadet midshipmen. 
Instead of paying them $65 a month as in previous years, we were to 
pay a flat $200 a year for uniforms and textbooks, making it an allow- 
ance. As I recall, that had been tried the year before and Congress, 
in sesssion on the floor, had refused to accept the idea, and it did the 
same thing last year. We did not like the idea. 

As I recall it—and I will make this statement for the benefit of 
Mr. Yates and Mr. Cotton—it was not entirely a matter of opposition 
to the idea, but it was the feeling that we had a certain number of 
students who had come in on what amounted to a contract with the 
United States that they were to receive this $65, and that had made 
it possible for some of them to go to this school. Then, out of a clear 
sky, without warning, we changed the rules of the game and cut off 
their allowance. 

This committee, or the Congress itself, expressed itself that if any 
changes were to be made they were to be started with new classes 
coming in who knew what the situation was, and it was not to apply 
to the older men who had had a different contract. 

Admiral CocHrane. Yes. 

Mr. Puituirs. This year what happened? Do we go through the 
same thing again? 

Admiral Cocnrane. Exactly the same procedure. We cut off all 
of them at one slice of the ax. 

Mr. Puiuurrs. I ask the same question then that I asked last 
year. Does not that mean some of these men will have to leave the 
school because they will not have the finances to stay in? 

Admiral Cocurang. I think it is very probable, although I do not 
have facts on any individuals who have fallen in that category. 

Mr. Putturps. Admiral, do you have anything on that? 

Admiral Knieutr. I would think, Mr. Phillips, certainly some of 
them through economic reasons would be compelled, if they had to 
assume those costs which they did not have before—would be com- 
pelled to leave. It is something you could not tell about until the 
actual fact faces us. 
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Mr. Puriuurps. And we actually have had no experience with it 
because each year the Congress changed it back to the old system. 

Admiral Cocuraneg. Yes, sir. 

Mr. Putuuirs. If we are to change it, would it not be a matter of 
fairness, in view of the fact that these are contracts made on the part 
of the United States, that we should change it with the incoming 
classes rather than with those who are already in, and in that way 
let the change work itself in over the years? 

Admiral Cocurane. It seems to me that would be a very much 
more satisfactory fashion and would be very much better for the 
morale of these boys, which is, of course, always in turmoil while this 

uestion is under discussion. They know of it, and it is a question 
that is a very unpleasant contemplation for the lads, cictounake those 
who may have some financial worries. 

Mr. Putuurrs. Isnot thata point? Isit not the policy of the United 
States to make education available for people irrespective of their 
financial condition, and does not this confine it to people who can afford 
to send their children to this school, rather than to anyone, irrespective 
of his finances, who had the ability? 

Admiral Cocurane. I think that is true, sir. I think there are a 
good many able boys who are able to get the benefit of this, and men 
who want to go to sea, who otherwise would be denied that privilege. 


COST OF RESTORING FORMER CADET PAY SYSTEM 


Mr. Pur.uips. If we were to do something like that, has anybody 
any figures as to what the change ought to be, that is, either to return 
it to the present system or to start with an incoming class and not 
apply it to the men who are already under contract with us? 

Admiral Knieurt. I can answer that, Mr. Phillips, as to the restora- 
tion of the existing pay system for the cadets. 

Mr. Puiturps. Have you got it there so that you could put it in 
the record? 

Admiral Knicur. No; I do not have it in a form to put it in the 
record, but I could read it to you. 

Mr. Puuutrs. Yes. 

Admiral Knicur. There are 800 cadet midshipmen who will be 
at Kings Point. At $580 each, the pay being $780 and the budget 
already having $200 for uniforms, it would amount to $464,000. 
That would be the net amount that it would be necessary to add to the 
budget estimate. 

Mr. Puruuies. $464,000? 

Admiral Knicut. Yes. In the case of the State maritime schools 
that had 710 cadets, the amount necessary to add would be $411,800. 
That is a multiple of 710 times $580 again. $780 is the annual pay at 
$65. The annual allowance for expenses, that is. From that there is 
already in the budget $200 for uniforms and textbooks, so the net 
amount to be restored would be $580 times the number of cadets. 

Admiral Cocurane. Those are for the total and not what Mr. 
Phillips asked, excluding the entering class. 

Mr. Puiuurps. These are both. He gave me one-half the answer. 
Now, if we were to exclude the entering class then, under what I will 
call the Bureau of the Budget system, how much will we need? 
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Admiral Knicur. If you are going to exclude the entering class, 
that would take 200 cadets from the Kings Point school that will 
enter next year, 100 in September 1951 and 100 in March 1952. The 
pay allowance must be prorated as to the entering dates. 

Rcwgaaaing CocHRANE, But you have to put back $200 for each of 
them. 

Admiral Knicut. That would take $62,640 from the $464,000 at 
Kings Point, which would be $401,360 necessary to continue it for 
those that are now in attendance at Kings Point. 

Now, as to the State schools, I do not have the exact figure as to 
what their entering class will be for next year, but my guess is that it 
will be approximately 200 at the four schools. I-think that is about 
right. I would not say that without having consulted them as to 
how many they expect to take in, but let us say we have 710, and 
I think perhaps 200 of those will come in during 1952. 

Admiral Cocnrane. Two hundred and thirty-two new enrollments 
in the State schools. 

Admiral Knicur. Two hundred and thirty-two for this coming 
year. I did not have that right before me. We now find that it 
will be 148. 

On that basis then you would multiply that by 580. 

Admiral Knicut. Yes, but they enter at different times during the 
year. Pro rated on entry the pay for the new students would be 
$70,863 to be deducted from $411,800, or $340,937 to be added to 
the budget estimates in order to cover the men who are already there 
for the State maritime schools. 


SCHOOLS AT PASS CHRISTIAN AND ST. PETERSBURG 


Mr. Puituirs. Now, what is the situation at Pass Christian and 
St. Petersburg? Are you able to get along without using them at all? 

Admiral Kwnicur. Pass Christian we have declared surplus. 
Actually, I think the Navy Department wants to take it over as part 
of their training program. Included in the budget estimate is $50,000 
for the custody of the school at St. Petersburg for the fiscal year 
1952, because undoubtedly if we have an expansion due to mobiliza- 
tion, that school will be needed. 

Mr. Putiurs. May I ask you to repeat your figures? I did not 
quite understand them, but I did not want to interrupt before. Will 
you repeat the figures of the number of men who have been trained 
under this training course? I do not mean the refresher course, 
but I mean the training courses for officers and engineers who are 
actually at work. There is always a charge made against the schools 
that we educate a number of young men who are then on the beach, 
and the figures have never supported that statement. 

Now, what is the situation as of this year? I think, Admiral 
Cochrane, you gave it. 

Admiral Knieut. I have that: 69 percent of the class of June 1950— 
the graduating class of June 1950—69 percent are on merchant ships 
as officers, about 23 percent are in one of the Armed Forces—some in 
the Air Force and some in the Navy. The balance are either in 
shore-side employment, connected with shipping, or otherwise, and 
some few are taking postgraduate courses at other colleges. 
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Mr. Puiturps. Could you go back and give us, Admiral, the figures 
for the class of 1949 and the class of 1948? 

Admiral Knicur. No, sir. I cannot do that. We took a ques- 
tionnaire report on this particular class, and this is based on the exact 
answers given, and the names of the ships, and the services to which 
these men belong. That is exactly accurate, but we do not have it 
for the other years. 


ADMINISTRATIVE STAFF AT SCHOOLS 


Mr. Puruurps. I agree with the indication in the chairman’s ques- 
tioning that we have a fairly top-heavy administrative staff in the 
Academy; do you not think so? 

Admiral Kniext. I do not think so, Mr. Phillips. Actually, as a 
matter of fact, to make comparisons—and I think the only comparisons 
you can make are with kindred institutions—we have 346 personnel 
for 800 cadets. Annapolis, sir, for a comparable number of cadets, 
has 800 employees for 800 cadets. They do not have the same 
number, but they have, and have had all the time, unless it has changed 
recently, 1 for 1. West Point is virtually the same. The Coast 
Guard Academy at New London is virtually the same. That is, one 
administrative personnel for each cadet. Ours is less than one-half, 
" I do not think that with a comparison you can say that is out of 
ine. 

OPERATING-DIFFERENTIAL SUBSIDIES 


BACKGROUND OF MERCHANT MARINE 


Mr. Puiuurps. Now a little further questioning on Mr. Yates’ line 
of questioning about the general background of our merchant marine. 
That is, prior to the war, and prior to the present development of our 
operating subsidy and construction subsidy program, you testified, 
Admiral Cochran, that the British pretty well carried their merchant 
marine through private owners and operators, with no subsidy, 
although they had a much broader training program than we had. 
Now, we have pretty well lost, or had pretty well lost by that time, 
our merchant marine. We were dependent on boats under other 
flags. It was not a good situation for the safety of this country, and 
was a very great change from the earlier days of this country, when 
we were a much more maritime nation. 

What took place there that made it necessary, or which resulted 
in our losing our ships and made it necessary for us to build up this 
subsidy program, which I think is generally unpopular with all of us? 
By that I mean the increasing subsidy program. 

Admiral Cocuranz. It is a rather astonishing thing that the very 
thing which one normally would have expected would have produced 
a dominant position in the American merchant marine proved to be, 
rather, its undoing. That was the advent of steam and steel ships. 

The pinnacle of our merchant ship position in the world was in the 
= Seep just before the Civil War, at the end of the sailing ship era. 

ith the advent of steam and metal-built ships in the Civil War the 
maritime industry in this country began to diminish and continued 
to do so. So that, even back in the period of the eighties there was 
need for some effort to bolster up shipping, and for some years naval 





1469 


officers even were assigned and did service on merchant ships, particu- 
larly those that had mail. Also, there were a number of projects in 
which mail was carried as a means of giving a subsidy. 

At the time of the Spanish War we went out and bought foreign-- 
flag ships to serve as colliers and supply ships for the fleet in the 
Spanish War. Then at the time of the cruise around the world of the 
atin 1907, they were supplied almost entirely by foreign-flag service 
vessels. 

As I say, that continued despite the efforts of one sort or another, 
up until 1916, when the impact of World War I made the economics 
of this country so critical. It seems to have been due to the fact t hat 
during those years the demand for the ingenuity and business ability 
of this country was so completely absorbed in internal development 
that there was limited interest in foreign affairs. 

When, at the end of that period, the standard of living in the United 
States had risen to a high level where wages were highly dispropor- 
tionate to those of other countries, then when you got back to sea and 
came in contact with ships manned by foreigners, the cost to the 
American-flag operator was tremendously higher. 

Mr. Anprews. What percentage higher? 

Admiral Cocurane. Nearly double. 

Mr. AnprEws. Double? 

Admiral Cocurane. Nearly double. 

Mr. Anprews. That is really the reason for the subsidy is it not? 

Admiral Cocnrane. That is the basis for this whole thing. So long 
as we are competing in our own country here and in our own economy, 
then it is perfectly suitable for the standard of living to go up. 

Mr. Puiturps. That would be for all steps, that is, for the seamen, 
he ofeiene, the longshoremen, and all of the various people connected 
with it. 

Admiral Cocurane. For the cost of building the ship itself and 
the cost.of repairs, and all of these things which are relatively more 
expensive here. 

Mr. Puriurres. Then is our subsidy intended to do more than meet 
this differential for wage costs? 


COMPUTATION OF SUBSIDY PAYMENTS 


Admiral Cocurane. It only does that; and, as I said, the basis for 
computing the differential has gotten to be terribly complex. Mr. 
Clark is now devoting a large part of his effort to a method of sim- 
plifying it if we can get it done, so he can get a higher accuracy. 

Mr. AnpreEws. If it costs $2,000 a day to operate an American-flag 
ship, and $1,200 a day to operate a foreign-flag ship, then your subsidy 
would be $800 a day for that ship. | 

Admiral Cocurane. That is correct. 

Mr. AnprEws. That is the way you arrive at it? 

Admiral Cocurane. Yes. 

Mr. Anprews. And the difference between $2,000 and $1,200 in 
an operating subsidy is due largely to the increased wages and salaries 
of the ship hands and officers? 

Admiral Cocurane. And the cost of their subsistence. 

Mr. Anprews. That is right. 
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Admiral Cocnrane. And the cost of repairs and other things. 
Insurance is one, but that does not make much difference, because the 
insurance market is international, so that the insurance rates do not 
amount to much. However, it is an interesting fact in connection 
with this that as of last year there were over 1,000 American-flag 
ships, and only 260 out of them were drawing subsidies, that is, were 
eligible for sdbaities. They were not all drawing it. 

Mr. Yates. Will you repeat that statement? 


NUMBER OF COMPANIES DRAWING SUBSIDIES 


Admiral Cocnrans. There were over 1,000 ships last year under 
the American flag, but of them only 263 were drawing subsidies. 

Mr. Yates. Why is that? 

Admiral CocHrane. Because the subsidy is given only to companies 
which are furnishing certain types of service, in other words, berth 
service, where they run on a regular schedule from a port or ports of 
the United States to a port or ports overseas, and they are required 
to make a minimum number of sailings, and are not permitted to make 
in excess of a maximum number of sailings. In other words, the 
minimum number of sailings is the minimum that can be given to 
American producers for the delivery of their product overseas or on 
importing of products. The maximum is put on so that they do not 
accrue more subsidy than we think they should deserve. If they 
ye sail above that maximum, then they make that sailing without 
subsidy. 

Sir Kase. Are there others making money who are not sub- 
sidized? 

Admiral Cocnrane. A few are. Some of them are hanging on the 
ragged edge and some are losing money. 

r. Puiiurps. Perhaps it should be understood that not all of the 
lines who are entitled to subsidies get those subsidies or get all of those 
subsidies. They have the subsidy back of them as a support, in case 
they need it, and the subsidy has become very heavy, as I said, and it is 
not a popular thing. 

However, in view of this differential I for one do not know as to just 
what else we could do. 

Mr. Anprews. And still have a merchant marine. 

Mr. Puruures. Yes. Or else we cannot have a merchant marine. 

Admiral Cocnrane. For example, there are three kinds of opera- 
tions, or four, if you separate the passenger service, which is liner 
service, that is, ships that are on schedule and sail whether they have 
passengers or not. Then there is liner cargo service. Those just sail 
on schedule whether they are full or not. Then there is the dry cargo 
tramp service, in which the ships do not pick up a load, and they will 
contract to take a load of cotton, or lumber, or whatever it may be, 
and pick it up and deliver it to wherever it may go, and come back for 
another. Then there is the tanker service. Tankers never have 
gotten a subsidy and are excluded from it, but they have been oper- 
ating quite successfully. Of course, a good many of them are owned 
companies. In other words, they are owned by the oil companies. 
They are required to deliver either imported crude for refining, or de- 
liver the refined products. 


Mr. Yates. Do they operate under the American flag, Admiral? 
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iAdmiral Cocurane. If they are on intercoastal service they have to 
be under the American flag. 

Mr. Yates. Suppose they operate between South America and the 
United States? 

Admiral Cocnrane. A good many of them are foreign-flag ships. 
Some of them are owned by the companies and registered under 
foreign subsidiaries. Some of them, like Norwegian tankers, are 
chartered and do not ever go home. They will run from a foreign 
port to an American port, and do not ever make their home port at 
all. They are on contract service. Some of them are chartered to 
the operating companies. ' 


MARITIME TRAINING 
UPGRADING TRAINING 


Mr. Puiuuips. In your figures for the maritime training costs, for 
the refresher courses and specialty courses, or the general training 
courses, have you allowed in the money for any upgrading of rank or 
ratings? 

Admiral Cocurane. Only those things that come automatically 
through service. There is no provision for promotions, is there, 
Admiral Knight? 

Admiral Knieurt. I might explain this. In our upgrading program 
we expect to give upgrading training at Sheepshead Bay and Alameda, 
of men in the industry. e expect to give upgrading at least to some 
2,640. 

Mr. Putuurrs. Those are what I call the specialty courses. 

Admiral Knieutr. Yes. To 2,640 men during the year. Of that 
2,640, 2.400 of them get about 1 month’s training and about 240 get 
months’ training in electronics and marine engineering because they 
cannot cover it in 1 month. The amount we have been paying those 
people under former appropriations is an average of $100 a month, 
so the total involved that we do not have in this present budget 
presentation for the extra allowances of trainees of that character 
the upgrading of trainees—is $288,000 for the year. That is the 
amount that was not included and which has been heretofore included 
in our estimates. 

Admiral Cocurane. Those upgraded trainees are very important 
under present circumstances, because we are bringing back men 
who served in Liberty ships and putting them in turbine ships and 
bringing back radio operators and men who were ashore years. 

Mr. AnpreEws. What about the so-called mail subsidy for trans- 
portation? 

Admiral Cocnrane. That was the system in effect prior to the 
passage of the 1936 act. 

Mr. Anprews. It is no longer in effect? 

Admiral Cocurane. No. 

Mr. AnpDREws. What does the Post Office Department do? Does 
it pay so much per pound? 

Admiral Cocurane. Per pound. There may be some minimum 
fee that they pay. I am not sure about the details of those mail 
contracts. I can check it up for you, but it is not a basic element 
of the operation today. 
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Mr. AnpreEws. I want to thank you, Admiral, and you other gentle- 
men, for coming up here. It is always nice to see you. 

Admiral Cocurane. Thank you. We are glad to be back with our 
old friends, 


FreperRAL Pay ror Capret MIpsHIPMEN AT STATE MARITIME 
ACADEMIES 


Mr. Tuomas. Without objection, I should like to insert at this 
point a letter addressed to our colleague, Hon. Harry R. Sheppard, 
of California from the superintendent of the California Maritime 
Academy. This letter pertains to the pay of cadet midshipmen at 
Maritime Academies. 

(The letter is as follows:) 


STatTe oF CALIFORNIA, 
CALIFORNIA MarITIME ACADEMY, 
; VaLLEJo, Cauir., February 5, 1961. 
Hon. Harry E. SHepparp, 
House of Representatives, Washington, D. C. 


Dear Mr. SHepparp: I have received information from the Maritime Admin- 
istration that the Bureau of the Budget has again taken steps to delete the Federal 
pay of $65 per month for cadet-midshipmen at the State maritime academies of 
California, Maine, New York, and Massachusetts. The Bureau of the Budget 
has also restricted the number of cadet-midshipmen to a total of 710. 

You will recall that the Congress passed the Federal pay for cadet-midshipmen 
at the State academies last year over the adverse recommendations of the Bureau 
of the Budget. I feel confident that your interest in the national defense in these 
critical times will indicate that these deletions are extremely unwise since the 
merchant marine is a vitally essential arm of the national defense. 

As you undoubtedly know, the various State maritime academies were estab- 
lished in conformity with a Federal law passed in 1874. The contribution of the 
State academies in providing better trained officers for the merchant marine and 
the Navy in time of war has been a very large one. The Navy Department 
sponsors this program most heartily and the shipping industry is for the State 
academies 100 percent. The California Maritime Academy has received out- 
standing support from civic, fraternal, and professional bodies in attempting to 
expand the facilities for this vital function of education and training for a great 
and essential industry in our great maritime State. 

The hearings on this appropriation will take place before the Appropriation 
Committee of the House about February 15, 1951, and I have been directed by the. 
chairman of our board of governors to ask your support in continuing the pay and 
allowances which have been in existence for many years. I trust that you will 
also support a large increase in the allowed number of cadet-midshipmen. At 
present the California Maritime Academy is allowed 150, although the basic 
authorized enrollment is 200 by Federal policy. We have just had a most successful 
hearing on our State budget which is predicated on a total enrollment of 200. It 
is significant that we have already over 450 applicants for the enrollment in the 
class beginning this September, and we expect total applications of approximately 
1,000 from the State of California only. 

Sincerely yours, 
Russet M. Inria, 
Commodore, United States Navy (Retired), 
Superintendent. 
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Tuespay, Marcu 13, 1951. 


GENERAL ACCOUNTING OFFICE 


WITNESSES 


FRANK L. YATES, ASSISTANT COMPTROLLER GENERAL 

JOHN F. FEENEY, EXECUTIVE OFFICER 

FRANK H. WEITZEL, ASSISTANT TO THE COMPTROLLER GENERAL 
E. RAY BALLINGER, ASSISTANT TO THE COMPTROLLER GENERAL 
ROBERT F. KELLER, ASSISTANT TO THE a i ea GENERAL 
E. L. FISHER, GENERAL COUNSEL 

W. L. ELLIS, CHIEF OF INVESTIGATIONS 

STEPHEN B. IVES, DIRECTOR, CORPORATION AUDITS DIVISION 
WALTER F. FRESE, CHIEF, ACCOUNTING SYSTEMS DIVISION 

A. BANKS THOMAS, CHIEF, CLAIMS DIVISION 

HARRELL O. HOAGLAND, CHIEF, TRANSPORTATION DIVISION 

T. A. FLYNN, DIRECTOR OF PERSONNEL 

JAMES P.McDONALD, OFFICE OF ADMINISTRATIVE PLANNING 


SALARIES 


Funds available for obligation 





1950 actual | 1951 estimate | 1952 estimate 





DIRECT OBLIGATIONS 


Appropriation or eatimase: ...-............................- $32, 689, 500 $30, 325, 000 
Transferred to ‘‘General administration, Post Office Depart- | 
ment,’’ pursuant to 64 Stat. 460 —1, 605, 000 





Adjusted appropriation or estimate 


33, 500, 31, 084, 500 
Unobligated balance, estimated savings_..................---. —402, 151 —260, 000 





Obligations incurred 


Comparative transfer to “General administration, Post 
Office Department’”’ 


33, 097, 849 30, $24, 500 


—2, 485, 092 —930, 233 
Total direct obligations 30, 612, 757 





29, 894, 267 
REIMBURSABLE OBLIGATIONS 








Reimbursements for services performed 55, 369 40, 000 
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30, 668, 126 29, 934, 267 30, 325, 000 





80203—51—pt. 2 





1474 


Obligations by activities 





Description 1950 actual | 1951 estimate | 1952 estimate 





DIRECT OBLIGATIONS 


. Office of the Comptroller General 

. Office of the General Counsel 

Office of Investigations 

Office of the Chief Clerk 

Accounting and Bookkeeping Division 
Accounting Systems Division 

Audit Division 

Claims Division 

. Corporation Audits Division 

. Division of Personnel 

. Postal Accounts Division 

. Postal Audit Division 

. Reconciliation and clearance Division 
. Transportation Division 
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Obligations incurred 
Comparative transfer to ‘‘Post Office Department” 


Total direct obligations 


13 
38 
S 


= 








REIMBURSABLE OBLIGATIONS 


7,000 
48, 369 


55, 369 
30, 668, 126 











Total obligations...............-- igi salle aieaaonh echiaensie 








29, 934, 267 | 


30, 325, 000 





Obligations by objects 





Object classification 1950 actual | 1951 estimate | 1952 estimate 





Total number of permanent positions 
= to “Post Office Department,’ pursuant to 64 Stat. 


Comparative transfer to “Post Office Department” 


8, 568 





Total net number of permanent positions 





Average number of all employees 


Comparative transfer to ‘Post Office Department”’ —791 


7, 833 





Average net number of all employees 





Personal service obligations: 


Permanent positions 


Regular pay in excess of 52-week base 


01 


01 


Total personal service obligations 
DIRECT OBLIGATIONS 


Personal services 


Comparative transfer to “‘Post Office Department” 


Total direct obligations 
REIMBURSABLE OBLIGATIONS 
Personal] services 


Total obligations 


33, 029, 986 
123, 232 








33, 153, 218 





33, 097, 849 
—2, 485, 092 





30, 612, 757 


55, 369 











30, 668, 126 
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MIScELLANEOUS EXPENSES 


Funds available for obligation 





1950 actual | 1951 estimate | 1952 estimate 





DIRECT OBLIGATIONS 


Appropriation or estimate $1, 570, 000 $1, 750, 000 $1, 667, 000 
Transferred to ‘‘General administration, Post Office Depart- 
ment,” pursuant to Public Law 784, 64 Stat. 460 — 150, 000 





Adjusted appropriation or estimate 
Unobligated balance, estimated savings —77, 572 





Obligations incurred 1, 492, 428 
Comparative transfer to “General administration, Post Office 
Department”’ — 245, 641 —101, 615 





Total direct obligations 1, 246, 787 
REIMBURSABLE OBLIGATIONS 


Reimbursements for services performed 2, 693 





Total obligations 1, 249, 480 














Obligations by objects 





Object classification 1950 actual 1952 estimate 





$470, 264 
Hs 371 67,000 75, 000 


Rents and utility services____ 448, 917 
Printing and reproduction. -- ‘s 195, 075 
Other contractual services ie ik ahe 23, 483 
Supplies and materials 191, 800 
Equipment 77, 
Awards. 


02 
03 
04 
05 
06 
07 
08 
09 
8 





Obligations ineurred 1, 495, 121 
Comparative transfer to “‘Post Office Department” —245, 641 


Total obligations 1, 249, 480 

















Mr. Tuomas. Will the committee please come to order, gentlemen. 

It is always nice to have the General Accounting Office with us 
and we are very happy to have as their representative the Assistant 
Comptroller General, Mr. Yates. We understand that our dis- 
tinguished friend of many years, the Comptroller General, Mr. Lindsay 
Warren, is ill. The committee wishes him a very speedy recovery and 
we regret that his illness prevents him from being present. We know 
the remaining members of his staff will do an outstanding job, as they 
always do. 

It is nice to have Mr. Yates, Mr. Feeney, the Executive Officer, 
Mr. Weitzel, Assistant to the Comptroller General; Mr. Ballinger, also 
one of the assistants and Mr. Keller, another; Mr. Fisher, the General 
Counsel; Mr. Ellis, Chief of Investigation; Mr. Ives, Director of the 
Corporation Audits Division; Mr. Frese, Chief of the Accounting 
Systems Division; Mr. Thomas, Chief of the Claims Division; Mr. 
Hoagland, Chief of the Transportation Division; Mr. Flynn, Director 
of Personnel; and Mr. McDonald of the Office of Administrative 
Planning. 

Mr. Frank L. Yates, if you or any of your colleagues have a state- 
ment for us we will be happy to hear from you. 
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GENERAL STATEMENT 


Mr. Frank L. Yates. Mr. Chairman, I have a statement which I 
should like to present, but before doing that, I should like to say Mr. 
Warren had hoped to be present himself if this hearing had been held 
next Monday as originally scheduled, but his doctors said, ‘‘No,’’ 
today. He did ask me to deliver to you his regrets. 

Mr. Tuomas. We understand and we hope he will stay in bed a 
few days longer to get well. 

Mr. Frank L. Yates. Mr. Chairman, the opportunity to appear 
before you to discuss the work of the General Accounting Office and. 
its budget estimates for the fiscal year 1952 is appreciated, as always. 
With the many vital problems before the Congress today and the 

articularly busy schedule of this committee, 1 know your time is 
imited. T shall keep my statement as brief as possible. However, 
we shall welcome any questions you may have. 

Today the national debt stands at over one quarter of a trillion 
dollars. At the same time our country is faced with increased defense 
expenditures that must be made. It is essential, therefore, that our 
defense expenditures be made on a basis that is as economical and as 
efficient as possible, and that nondefense spending be kept to an 
absolute minimum, The General Accounting Office has made and 
will continue to make its contribution toward accomplishing these 
objectives. 

REDUCTIONS IN GAO EMPLOYMENT 


You may well ask if the General Accounting Office is living up to 
the old adage, ‘‘Practice what you preach.”’ I can only say that dur- 
ing recent years, when Government costs have been expanding rather 
than reducing, the General Accounting Office has proved that it is 
possible to reduce employees in Government, providing there is a will 
to do so. In April 1946 the number of employees reached a peak of 
14,904. There were 6,934 employees on March 9, 1951, a reduction 
of 7,970 in the last 5 years, of whom 779 were transferred to the Post 
Office Department. 

This reduction in force has worked a personal hardship on many 
competent and loyal employees who have either lost their jobs or been 
reduced in grade. But neither the Comptroller General nor I have 
any thought that we were appointed to office to carry employees on 
4 payroll not needed to perform the work of the General Accounting 

ce. 

By way of comparison, if the General Accounting Office had con- 
tinued to keep its 1946 force of 14,904 employees on the payroll, and 
taking into consideration the pay raises that have been given to em- 
ployees by law since 1946, we would today be requesting you to give 
us an appropriation for salaries alone of $61,702,000 rather than 
$30,325,000; the difference, $31,377,000. 


METHODS OF EFFECTING ECONOMY 


Some of the early reductions in payroll expenditures stemmed from 
reduced workloads but for the most part the savings have been accom- 
plished in three ways: One, by constant surveys of our work resulting 
in improved working techniques; two, by making use of the authority 
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granted by recent legislation permitting the elimination of cumber- 
some procedures serving no useful purpose under present conditions; 
and three, by the work that has been accomplished under the joint 
accounting program which was inaugurated in December 1947, by 
the Secretary of the Treasury, the Director, Bureau of the Budget, 
and the Comptroller General. All three are interrelated but each has 
played a part individually. They add up to a more competent job 
with less people. 


ABOLISHMENT OF ACCOUNTING AND BOOKKEEPING DIVISION 











































As one example, a few months ago the Comptroller General abolished 
the Accounting and Bookkeeping Division of the General Accounting 
Office. This division employed 325 people. Some of the work former- 
ly carried on by that Division has been transferred to other Divisions. 
However, it will be possible to carry out the work transferred with 
61 employees, making a reduction of 264 and an annual salary savings 
to the General Accounting Office of nearly one million dollars. There 
will be no loss of control of public funds, Mr. Chairman. In fact, 
the revised procedures which have been placed in effect should enable 
the General Accounting Office and the Government generally to do an 
equally good or even more competent job. 


JOINT ACCOUNTING PROGRAM 






The joint accounting program is achieving remarkable success. 
It is a partnership with the three partners—the Secretary of the 
Treasury, the Director of the Bureau of the Budget, and the Comp- 
troller General, cooperating 100 percent and having one common 
goal—the improvement of accounting, budgeting, financial reporting, 
and auditing in the Government. As a result of the program and of 
legislation enacted by the Congress, accounting improvements and 
red-tape cutting are going forward with rapid acceleration. On 
January 12, 1951, the General Accounting Office, the Treasury Depart- 
ment, and the Bureau of the Budget made a joint report setting forth 
the progress which has been made. With the committee’s permission 
I should like to offer a copy of this report to be made a part of the 
hearings. 

Work on individual accounting systems has reached into practically 
every agency of the Government. In the area of Government-wide 
requirements, controls, and procedures, fundamental changes are taking 
place as the result of intensive review and analysis of central opera- 
tions of the General Accounting Office and the Treasury Department. 
For example, a tremendous amount of paper work and considerable 
duplication has been cut out by discontinuing the submission to the 
General Accounting Office of advance copies of schedules of collections 
prepared by administrative departments and agencies. Similar 
results have been derived from the discontinuance of submission to 
the General Accounting Office of monthly reports of disbursements 
by appropriation limitations and monthly reports on the status of 
appropriations. 4 

The first joint regulation under authority of the Budget and 
Accounting Procedures Act of 1950 has been issued by the Secretary of 
the Treasury and the Comptroller General. It simplifies procedures 
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involving the issuance and counter-signature of warrants with respect 
to deposit and accounting for repayments to appropriations. Under 
a provision of the General Appropriation Act, 1951, similar action had 
already been taken in the case of transfers between appropriation ac- 
counts. Budget-Treasury Regulation No. 1 dealing with apportion- 
ments and reports on the status of appropriations has been completely 
revised. A joint review has been made of budget and accounting 
practices of the executive agencies at the request of the chairman of 
the Appropriations Committee. In the field of auditing the General 
Accounting Office is conducting comprehensive and other on-the-site 
audits which bring about broader coverage, more effective results, less 
paper work and reduced flow of documents into Washington. These 
are a few of the highlights. The report to which I have just referred 
is more specific as to accomplishments under the program. 


RECENT LAWS AIDING ECONOMY 


During the Eighty-first Congress, the General Accounting Office 
sponsored or supported the enactment of a number of laws which made 
possible some of the improvements just mentioned. The most im- 
portant from our standpoint are the Budget and Accounting Pro- 
cedures Act of 1950 and the Post Office Department Financial Con- 
trol Act of 1950. The Budget and Accounting Procedures Act care- 
fully nails down for the first time the responsibilities of all concerned 
in Government accounting and writes into law the principles of the 
joint program. Among other things, it permits the elimination of 
certain procedures upon determination that the interests of the Gov- 
ernment are otherwise adequately protected. This made possible the 
abolishment of the Accounting and Bookkeeping Division and the 
simplification of the warrant procedure, both of which I mentioned a 
few moments ago. 

The Post Office Department Financial Control Act did for the Post 
Office Department what the first act did for the Government as a 
whole, and made possible the abolishment of the Postal Accounts 
Division of the General Accounting Office last November 15. The 
administrative accounting work which had been done by the Office for 
the Post Office Department has been turned over to that Department. 
The General Accounting Office should never have been given these 
duties in the first place. But it had exercised them under a require- 
ment of the statute for many years. The Comptroller General has 
established a new Postal Audit Division which will make compre- 
hensive up-to-date audits of postal financial transactions. 


GAO WORKLOAD, PAST YEAR 


A few statistics on our work in the last year: 25,300,000 vouchers 
audited ; 492,000 claims settled; 318,000,000 checks reconciled; 12,400 
decisions rendered to departments, agencies, claimants, and others; 
inspections were made of 945 different Government offices; 34 audit 
reports submitted to the Congress on Government corporations and 
other agencies subjected to a comprehensive type audit; 685 reports 
made to Congress and its Committees; and 3,500 replies made to 
inquiries from individual members of Congress. 
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GAO SERVICES TO CONGRESS 





I should like to mention specially the service rendered by the Gen- 
eral Accounting Office to the Congress and its committees. The 
Congress vested this duty in the Comptroller General for the specific 
purpose of obtaining, through its own agent, accurate impartial reports, 
with recommendations and counsel, on matters relating to public 
funds. The fulfillment of this function has been one of the chief aims 
of the Comptroller General ever since he took office in November 1940. 

Each year the scope and variety of legislative reports and the serv- 
ices rendered to the Congress have continued to broaden. Last year, 
685 reports were sent to the Congress and its committees, as compared 
with 581 the preceding year and only 180 ten years ago. In addition, 
the Comptroller General and I, and members of our staff, appear 
before committees on many occasions and on a wide variety of sub- 
jects. Specialized employees are assigned, upon request, to assist 
committees with matters before them. 



















VALUE OF GAO COLLECTIONS 1941-50 






The General Accounting Office is one of the few agencies that not 
only pays its way but in addition makes a substantial contribution each 
year to the Treasury. Collections from 1941 through December 31, 
1950, totaled $718,100,000 in round figures. Actual collection figures 
are impressive but we never regard them as being as important as the 
general effectiveness of the se of the office in deterring wrongful any 
improvident spending and accomplishing accounting improvements. 





BACKLOG IN TRANSPORTATION AUDIT 







At the present time most phases of our work are substantially 
up-to-date. The outstanding exception is the audit of transportation 
payments. The problem in this field was explained to this sukcom- 
mittee during our hearings both last year and the year before. On 
those occasions, the Comptroller General stated that the transporta- 
tion audit was our No. 1 headache. I am glad to report to you 
today that the picture on this phase of our work is much brighter. As 
a result of continuous surveys and revisions of our audit methods and 
procedures the regular transportation audit is less than 3 years after 
payment. Weare making every effort to bring this audit up to a more 
current basis. The reaudit of transportation payments made during 
the years of World War II, which has been the problem causing us most 
concern, can now be projected for completion within about 5 years as 
compared to previous estimates ranging from 10 to 18 years. 

I might tell you, Mr. Chairman, right there, while the picture is 
brighter, the problem of obtaining people experienced in the transpor- 
tation business remains a most difficult one. 


















BUDGET REQUEST, 1952 


We still have some other uncompleted business. For example, we 
have scarcely begun to staff the new Postal Audit Division. Also, 
we have not begun to feel the real impact of expenditures that are 
being made as a result of the defense crisis. Consequently, we are 
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requesting an appropriation for the fiscal year 1952 of $30,325,000 for 
salaries and $1,667,000 for miscellaneous expenses. The salary esti- 
mate is based on an average number of 7,325 employees. This is an 
increase of 391 employees over the number that were actually on the 
rolls on March 9 this year. For the most part this increase is in six 
organizational units. They are the Accounting Systems Division, 
Audit Division, the Claims Division, the Corporation Audits Divi- 
sion, the Postal Audit Division, and the Reconciliation and Clearance 
Division. We believe the increases in these divisions are absolutely 
necessary in order to avoid falling behind on our present work and to 
meet the increased work load that we know will come during 1952 
due to increased defense spending. 

The estimate for 1952 for both salaries and miscellaneous expenses 
shows on its face a decrease of $2,447,000 from the amount appro- 
priated for 1951. However, with proper adjustment of the 1951 appro- 
priation to show the transfer of funds to the Post Office Department 
which was authorized by the Post Office Department Financial Con- 
trol Act of 1950, the actual decrease is $692,500. 


NEW GAO BUILDING 


A word about the new building which is being constructed for the 
General Accounting Office. Almost since the beginning of the General 
Accounting Office in 1924 our employees and the various Divisions of 
the Office have been scattered in a number of different buildings 
around Washington and in areas contiguous to the District of Colum- 
bia. This made operations difficult and caused considerable ineffi- 
ciency. After several prior authorizations which could not be carried 
through for one reason or another, the Congress in 1948 approved the 
construction of a new General Accounting Office building. Contracts 
were let and the building was scheduled for completion in the early 
fall of 1951. With the increase of office space needed for defense 
agencies, the scheduled completion date was stepped up and on 
January 15 of this year our first employees were moved in to that 
part of the the new building which had been nearly completed. We 
have now vacated three buildings in Washington and have approx- 
imately 2,500 people working in the new building, even though it is 
only partially completed. We expect to have all Washington em- 
ployees of the General Accounting Office in the new building by July 
of this year. At the same time, the Comptroller General, in coop- 
eration with the Commissioner of Public Buildings has agreed to 
make approximately 300,000 square feet in the new building available 
for use by defense agencies. I would like to explain, Mr. Chairman, 
that was done without sacrificing any of the effectiveness of the work 
at the General Accounting Office. 


DEFENSE ACTIVITIES 


In closing, I wish to submit for your information, with the request 
that it be made a part of these hearings, a directive of January 12, 
1951, addressed by the Comptroller General to the Chiefs of Divisions 
and Offices of the General Accounting Office. In this directive, the 
Comptroller General not only stated the policy to be followed by the 
Office in carrying out its duties in connection with the defense effort but 
specifically set forth what is expected of each division and office within 
the General Accounting Office. He has pledged the General Account- 
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ing Office to do everything possible within its sphere of operations, to 
assist the defense program. The committee will realize that the 
General Accounting Office does not have and should not have author- 
ity to control whether and when a defense agency lets a contract, or 
for what purpose it spends its funds so long as those contracts and those 
expenditures are within the broad authority granted by the Congress. 
Much of what we can accomplish otherwise will be as a byproduct of 
the examination of expenditures already made. However, we will not 
7 audit defense spending, but we will endeavor to the best of our 
ability to see that the information gained in that audit makes its proper 
contribution in pointing up excesses, waste, and extravagances in the 
defense program. At the same time, in improving accounting and 
allied practices, we will cooperate with the defense agencies to do a far 
better spending job. I would like to add that that cooperation, which 
is mutual, has already begun. 

Consistent with the work which must be performed by the General 
Accounting Office in connection with the defense effort, the Civil 
Service Commission has designated the General Accounting Office 
as a defense agency. 

Mr. Anprews. Off the record, Mr. Chairman. 
(Discussion off the record.) 
Mr. AnpreEws. On the record. 


Joint Report or GAO, Treasury, AND Bupget Bureau 


Mr. Frank L. Yates. Further, Mr. Chairman, I had occasion to 
refer to the fact that on January 12, 1951, the General Accounting 
Office, the Treasury Department, and the Bureau of the Budget made 
a joint report setting forth the progress which had been made. I 
should like now to make this report part of the hearings. 


Mr. Tuomas. The directive which you have been discussing will be 
inserted in the record at this point. 
(The matter referred to is as follows:) 


CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, January 12, 1951. 
To the Chiefs of Divisions and Offices: 


With the national debt standing at over a quarter of a trillion dollars, it is 
essential to our economic survival not only that the national defense be strength- 
ened but that this be done as effectively and as economically as possible in terms 
of expenditures. The nation cannot afford to repeat the mistakes and extrava- 
gances which were permitted in World War II under the guise of necessity to the 
war effort. 

The position of the General Accounting Office in the structure of our Federal 
Government and its relationship to the Congress, to the departments and agencies, 
and to the taxpayers places on the Office a direct and serious responsibility in 
en with the defense effort. 

The General Accounting Office in my considered opinion is a defense agency. 
Audits and investigations must be conducted of defense operations, such as pro- 
curement contracts, pay of military and civilian personnel, payments for trans- 
portation, and agency property accounts. Claims arising from defense expendi- 
tures, whether for additional amounts under defense contracts, pay and allowances 
of military personnel and their next of kin, or other causes, must be given prompt 
consideration and action. Assistance must be rendered in developing proper 
defense agency accounting systems. The Comptroller General must, when 
requested, advise the heads of defense agencies as to the legality of proposed 
expenditures, some of which involve entire programs, as distinguished from 
individual cases. The General Accounting Office must assist the Congress and 
its committees in the drafting of legislation and the conducting of investigations. 

Every section and unit of the General Accounting Office can and must make its 
contribution. Our concentration on defense spending must accomplish two 
objects: (1) Seek out excesses, waste and extravagances including those in pro- 
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curement and contracting. (2) Actively cooperate with and assist the defense 
fiscal staffs to meet their monumental problems of organization, method and 
control. But at the same time, we must redirect our scrutiny of civilian agency 
expenditures, to ferret out extravagances, frills, and unnecessary types of ex- 
penditure which a defense crisis economy cannot endure. Also, we must increase 
our concentration on the prevention of illegal or improvident use of funds without 
waiting to collect back what has been paid out illegally. 

In order to perform the job that faces the General Accounting Office, it is 
not my purpose to greatly expand the number of employees. In fact, I plan to 
operate the Office with far fewer employees than we had during World War II. 
I believe this can be done, and a better job accomplished. But, there are two 
underlying requisites: (1) The work of the Office must be planned and directed in 
the most efficient and economical manner. The primary responsibility for this 
is with the Chiefs of the Divisions and Offices, but the participation of each and 
every employee is expected. (2) We must weigh our work carefully and give 
priority to those operations of most importance in relationship to the defense 
effort, whether carried on in a “defense’’ agency or others. Kirst things must 
come first. 

As an initial step, you are directed to immediately re-evaluate your work plans 
and procedures, with special attention to the following: 

1. All audit work and related activities, wherever performed, will be replanned 
and coordinated. On this point, there should be considered: 

(a) Extension of site audits and retention of documents in the field. 

(b) Reconsideration of the agencies assigned for comprehensive audit with 
a view to postponing action on those not essential to the defense effort and 
adding, at least for survey purposes, agencies that are directly concerned. 

(c) An active program in connection with all audit work to uncover 
wasteful practices and operations of agencies in addition to verifying the 
legality and propriety of expenditures. 

(d) Increased use of selective audit techniques in all cases where it is 
oor ta that the interest of the United States will be reasonably pro- 
tected. 

2. The Accounting Systems Division will concentrate its efforts on: 

(a) Eliminating unnecessary, overlapping and wasteful practices and pro- 
cedures and developing adequate cost disclosure in all agencies of the Govern- 
ment giving priority to those procedural matters in which the greatest finan- 
cial results can be obtained. 

(b) Actively assisting all defense agencies and activities in the establish- 
ment of effective systems of accounting and internal control. 

3. The Office of Investigations will realign its inspections in line with this 
program and continue to develop specific investigative and survey programs 
which will be of direct assistance to defense and to the uncovering of wasteful 
practices and operations of Government agencies. 

4. The Office of the General Counsel will continue to give priority to decisions 
and other work directly related to the defense effort. 

5. The Claims Division will give priority to defense claims—and to the collection 
of all moneys due the Government. The feasibility of settling defense claims at 
sites near the locations where the administrative records are located should be 
fully explored. 

6. The Transportation Division will continue its efforts, in collaboration with 
the Department of Defense, the General Services Administration, other agencies, 
and the carriers, to expedite its work in order to insure that all overpayments of 
transportation charges on both military and civilian shipments are promptly 
collected, and the claims of carriers for refunds are expeditiously handled: 

Aggressive steps along these lines, with proper Office-wide coordination, will 
enable the General Accounting Office to discharge properly its responsibilities 
during the present emergency. 


Linpsay C. WARREN, 
Comptroller General of the United States, 
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Mr. Tuomas. It is a nice statement, Mr. Yates. It is a good, terse 
statement and very much to the point. 

The report will be filed with the committee. 

Mr. Franx L. Yates. Thank you, Mr. Chairman. 

One word more. In carrying out our duties, it is not the purpose 
to greatly expand the number of employees. In fact, it is planned to 
operate the Office with far fewer employees than we had during 
World War II. But; under such a plan it will not be possible to cover 
all fronts at the same time. We must perforce concentrate on the 
activities and programs which we believe will pay the most in dividends 
to the Treasury. 

Mr. Chairman, if I may have your permission, sir, I should like to 
mention off the record a matter that I should like to bring to the 
committee’s attention. 

(Discussion off the record.) 

Mr. Tuomas. Mr. Yates how many employees do you have in 
grades GS-16, 17, and 18? 


NumsBer or GS Grapes 16-18 Positions 


Mr. Frank L. Yares. We have been allocated a total of six; five in 
GS-16 and one in GS-18. 

Mr. Tuomas. How many did you request originally? 

Mr. Frank L. Yates. We originally requested 13 and—— 

Mr. Tuomas. And have been given five GS-16’s; and one GS-18 
and no GS-17’s. So you have been given a total of six. 

Mr. Frank L. Yates. Yes. 

Mr. Tuomas. Will you supply for the record at this point a supple- 
mental statement concerning your need for additional grades 16, 17, 
and 18 and we shall certainly be glad to look into it. __ 

Mr. Franx L. Yates. We will do that as soon as possible. 

Mr. Tuomas. Thank you. 

(The information requested is as follows:) 

Authority is being requested for allocation of 2 positions in grade GS-18, 
3 positions in GS-17, and 12 positions in grade GS-16, in lieu of the six positions 
previously allocated in two of those grades under the Classification Act of 1949. 

We are not questioning the action taken by the Commission, but the fact remains 
that the allocations made have caused considerable inequities in the General 
Accounting Office taking into consideration the responsibilities and duties per- 
formed by a number of key officials of the office. Entirely aside from these 
inequities,.it has become increasingly difficult to obtain and hold top people of 
the high caliber needed by the General Accounting Office to perform its tremen- 
dous job as the agency of the Congress for checking Federal expenditures. 


BREAKDOWN OF PERSONAL SERVICES 


Mr. Reporter, will you insert in the record, at this point, pages 5 
and 6 of the justifications, which show the number of personnel and 
the cost of personnel. 

(The material is as follows:)! 
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Index of justification and summary of amounts requested 























Increase (+) or de- 
1951 estimate 1952 estimate crease (—), 2 
over 1951 
Aver- Aver- Aver- 
age age age y, 
Fre l Net salary ae Net salary num Net salary 
ber ber ber 
SALARIES 
1. Office of the Comptroller General... _. 82 $436, 000 84 $448, 000 +2 +$12, 000 
2. Office of the General Counsel. ---~_._- 175 992, 400 181 1, 039, 000 +6 +46, 600 
3. Office of Investigations._.............. 238 | 1,330,000 243 | 1,365,000 +5 +35, 000 
4. Office of the Chief Clerk__.._..__._. = 112 332, 200 110 332, 000 =. a 
5. Accounting and Bookkeeping Di- 
SY RSE eee ff ae ee eee —232 | —1, 002, 995 
6. Accounting Systems Division...._.__. 60 430, 000 72 506, 000 +12 +-76, 000 
Ae Ug ll eee EE | TS 2, 000 8, 667, 500 2,000 | 8,661,000 |_....__- —6, 500 
* "ra 940 | 4,155, 400 990 | 4,386, 000 +50 +230, 600 
9. Corporation Audits Division__.....__. 300 | 1, 694,300 425 | 2,274,200; +125 +579, 000 
10. Division of Personnel. ...............- 117 458, 100 110 437, 200 -7 — 20, 
11. Postal Accounts Division. -_--........-- 307 FOE: 5553 SE —307 —975, 605 
12. Postal Audit Division...__..........-- 40 252, 000 552. 000 +55 +300, 000 
13. Reconciliation and Clearance Division 1,358 | 4,383,000 1,415 | 4,512, 200 +57 +129, 200 
14, Transportation Division.............. 1,600 | 5,755,000 | 1, 5, 812, 400 |_.....-- +-57, 400 
Total estimated obligations. ---_.__- 7, 561 | 30,864,500 | 7,325 | 30,325,000 | —236 —539, 500 
SS SP ae: Geet” ae ERR EL ARR eR ree — 260, 000 
Transfer to Post Office Department _- ee 8 Re, bot SURES —499 | —1, 605,000 
8,060 | 32,729,500 | 7,325 | 30,325,000 | —735 | —2, 404, 500 
Deduct reimbursable obligations..........|.......- OY eres Sr ae eae CS +40, 000 
Appropriation or estimate___.......}......- 32, 689, 500 }.......- 30, 325,000 |_....-.- —2, 364, 500 
15. Miscellaneous expenses...............-|-------- 1, 750,000 |......-- 1, 667,000 |_-...--. —83, 000 
RR RE ea PRT 34, 439, 500 |........ 31, 992,000 |_....__- —2, 447, 500 























Mr. Tuomas. For 1951 you had an estimated 7,561 employees at a 
total cost of $30,864,500, and your estimate for fiscal 1952 is 7,325 
employees at a cost of $30,325,000. 


TRANSFER OF EMPLOYEES TO POST OFFICE ,DEPARTMENT 


You have removed from your Office this year the Postal Accounts 
Division to the Post Office. What was the total number of employees 
removed? 

Mr. Frenry. Seven hundred and seventy-nine were actually trans- 
ferred to the Post Office Department. 

Mr. Tuomas. That is what I understood. But your table here on 
page 6 gives the impression of 307 rather than 779. 

Mr. Frrnry. The apparent difference is caused by the fact that the 
figure 307 represents an average for the whole year, whereas the figure 
779 is the actual number of people transferred on November 15, 1950. 
In the estimates we must use the average. annual figure. 


VACANCIES 


Mr. Tuomas. How many unfilled jobs do you have as of March 
1? 
Mr. Frerenry. Three hundred and ninety-one. 
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Mr. Yates. We are only asking for these because we know the 
work already known to be on us and the work already planned in 
connection with the increased spending of the Government is going to 
require that small addition to our force. 


WORK PERFORMANCE-STANDARDS PROGRAM 


Mr. Tuomas. I noted a very fine statement in something you had 
hoped you would install, and 1 cannot put my finger on it. I wonder 
if you will tell me which page it is? It was to the effect that through- 
out the agency you were assigning a work sheet of performance tasks 
day by day, and throughout the agency you were assigning a work 
sheet he which move you hoped to increase your efficiency and your 
production per employee. Can you put your finger on your statement 
and give me the page number? 

— Freeney. The personnel statement, tab 10. The second para- 

aph. 

a Tuomas. And I would like to insert at page 61. It is a very 
fine statement, and I want to commend you for it: 

During the fiscal year 1950, a work-performance-standards program was formally 
inaugurated in the General Accounting Office. 

What month was that in? 

Mr. Friynn. April 1950, Mr. Chairman. 

Mr. Tuomas. I will continue to read: 

The program provides for the establishment of a standard of work performances 
in writing, for each position in the Office. The standard of performance will indi- 
cate the essential work operations assigned to each position, including the pre- 
scribed or approved manner of performance, set out the work aims to be accom- 
plished, and provide the means for evaluating employee performance. 

When was that put into operation? 

Mr. Fiynn. Mr. Chairman, the Comptroller General authorized us 
to develop such a program about 2 years ago. The completion of 
such program requires from 3 to 5 years. The program was developed, 
and, after several experiments to test its effectiveness, the Comptroller 
General authorized the program in April 1950. I estimate that it will 
be about 18 months or 2 years before we have covered all of our posi- 
tions in the Office. 

Mr. Tuomas. We are interested in the results. Can you give us 
something we can get our teeth in? 

Mr. Fiynn. Mr. Chairman, such a program is pointed toward 
improving supervision and providing supervisors with a simple 
blueprint of administrative direction and control so that they may 
advise their employees of their duties and what their supervisors 
expect of them in terms of performance. The program should result 
in increased quality of performance and improved relationships 
between the supervisors and supervised, which usually results in 
increased efficiency at reduced cost. 

Mr. THomas. Mr. Flynn, that is all fine but it has been in effect 
in some of the divisions for as long as 12 months. Can’t you put your 
finger on something it has accomplished or failed to accomplish? 

Mr. Frank L. Yares. I ean, Mr. Chairman. In the Transporta- 
tion Division, as I have pointed out, improved techniques and better 
supervision have enabled us to tell you that the work is in better condi- 
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tion now than we had to tell you a year ago and the year before that’ 

The effective working of just this kind of program has contributed a 

Gt see to the improvement of the output in the Transportation 
ivision. 

The program is not operating there in its fullness as it will be oper- 
ating later and, as Mr. Flynn has explained in general terms, it is 
difficult to make that program, or any program of that sort, operate 
immediately. Much of the work varies in complexity. For example, 
it is difficult to take a transportation-rate examiner and say without a 
great deal of consideration of the varying complexity of the man’s 
work, just how many transportation vouchers he should audit in 1 day. 
But after the plan is in operation a while we will get an over-all 
picture which enables us to strike a fair average so we know, with only 
a small difference, that an employee who does not audit a requisite 
average number of bills of lading or vouchers in 1 day is not pulling 
his oar as strongly as he should. 

A rate expert may get a lot of bills and vouchers where the applica- 
tion of rates is fairly simple and his production on that type of work 
may be fairly high. On the other hand, he may get into a number of 
very complicated rate cases involving transit shipments where the 
rates into the transit points and out have to be considered or where 
for other reasons there are combinations of rates requiring much re- 
search. Thus his output would be much smaller than in the first 
category. But we can after a period strike the average. The whole 
purpose of this program is to increase efficiency. We have been able 
to observe some results which are very encouraging. We think it will 
ry us to find laggards which we could not find before, and replace 
them. 


REMOVAL OF INEFFICIENT EMPLOYEES 


Mr. Tuomas. How many have been replaced now? 

And how much increase per man have you noticed? 

Mr. Frank L. Yares. We have replaced a great many of them, 
Mr. Chairman, in our reduction-in-force programs and in programs 
such as I illustrated, when we abolished the Accounting and Book- 
keeping Division. These were our big opportunities, to replace them. 
It is awfully difficult to get rid of anybody in the Government service. 

Mr. THomas. Now you are getting something we can put our teeth 
in. How many has the Civil Service Commission stymied you on for 
reasons of inefliciency? 

Mr. Frank L. Yates. It would be difficult to answer that ques- 
tion. 

Mr. Tuomas. The Civil Service Commission tells us year after 
ear it is a very simple matter for any agency of Government—and 
et me add quickly that we do not subscribe to it—that it is a very, 
very simple matter for any agency to get rid of any inefficient Govern- 
ment employee; that all they have to do is tell them, “This is it! You 
are not carrying your part of the load. You are out!” Just that 
simple, they tell us. 

Mr. Anprews. I had an agency head tell me he had 200 sorry 
employees he wanted to get rid of. 

Mr. Tuomas. Every agency tells us—some on the record and some 
off—that it is next to impossible to get rid of them even though the 
Civil Service Commission says it is a very trivial matter. But the 
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question is, How many have you got rid of by virtue of this good plan 
you have put in and which we would like to help you in? 

Mr. Frank L. Yares. I cannot answer that question specifically. 
We had 14,904 people in 1946 and we have 6,934 now. 

Mr. Tuomas. The Government was spending about $100 billion 
a year for 1946 and you were auditing the claims of 1941 and 1942, 
which ran high. 

Mr. Frank L. Yates. Certainly the decreased volume of our work 
had much to do with the reduction in force but it is not the whole 
story. 

I should like to attempt to make a contribution to your comments 
regarding the difficulty in separating inefficient employees. It might 
be merely a cumulative addition to your knowledge of the subject. 
I want it clearly understood, Mr. Chairman, that I am not prepared 
to present to Congress a substitute for our civil-service system. 
There probably is not one which would not have greater objections 
and more faults than has the civil-service system. But, as Mr. 
Warren stated one day when we were talking around the table about 
how quickly we could abolish a division and get rid of a lot of people 
and how we could do what we are discussing here—getting rid of 
some who were not so efficient, quickly. He made the statement 
that there seemed to be very little any more that a Government 
administrator, responsible for an important operation, could do 
entirely of his own accord. 

Mr. Tuomas. And he is 100-percent correct in that. Isn’t he? 

Mr. Frank L. Yates. Let me explain that. The Civil Service 
Commission has tried to be very helpful to us. I have not encoun- 
tered a single individual in the Commission who has not approached 
the problem with the attitude of helpfulness and they have helped 
us a great deal. But to begin with, Congress, in its wisdom, has 
said all veterans must be set aside in what amounts to a sanctum 
sanctorum. 

Mr. Tuomas. There is no fault to be found with the Civil Service 
Commission personnel. I do not think there are finer people any 
place than Miss Perkins and the two Mr. Mitchells and the gentleman 
who is shortly to become Chairman, Bob Ramspeck. But I do not 
expect any revolutionary changes by virtue of a change in chairman- 
ship. They have a law to administer and if there are any defects, 
it is not defects in the Commission. It is in the law. 

Mr. Frank L. Yates. I can tell you, Mr. Chairman, that a Govern- 
ment operator cannot get rid of an inefficient employee quickly or 
even fairly promptly. 

Mr. AnpreEws. Can he get rid of him at all? 

Mr. Frank L. Yates. Sometimes no. If he happens to be a 
veteran, because he has certain appeals to which he may resort as 
a matter of right before the Commission. If the Commission dis- 
agrees with the determination of the Office it may overrule us. 
Furthermore, and particularly if he happens to be a veteran, he may 
exercise his rights of appeal one after the other so as to drag out his 
separation for many months. 

Mr. AnpReEws. In other words, if you get a sorry employee you 
are afflicted with him for the rest of his life—once he gets civil- 
service status. 
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Mr. Franx L. Yates. The law protects the individual employee 
and even if we should all say it is administered perfectly, it still pro- 
tects the individual employee much more than it protects an office 
that is trying to do a job or an administrator who is trying to direct 
that office effectively and efficiently. 

Mr. AnpreEws. Don’t you think it costs the taxpayer a great 
— of money to have us maintain inefficient employees on the 

ayroll? 
. Mr. Frank L. Yates. Yes sir. 

Mr. Anprews. Have you any idea of what percent of the total 
cost of Government is due to the inefficient employees? 

Mr. Franx L. Yates. I would not want to answer that. It would 
only be a wild guess. 

Mr. ANpREws. Have you any idea of what is involved?’ Some 
agencies have said their efficiency would be increased 25 percent if 
they could get rid of those employees. Some say 15 percent. 

Mr. Frank L. Yates. From our experience we can say that it is 
possible to conduct some programs of Government better with fewer 
employees. 

Mr. THomas. You have hit the nail on the head. We are glad 
to hear that story. We have heard it many, many times from many 
different agencies. But we are delighted to have it come from GAO. 
because we know and believe what GAO puts down in black and white 
is just that way. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. On the record. 

Mr. Freeney. Mr. Chairman, may I direct myself to the question of 
results of the work-performance program. The results Mr. Yates 
referred to in the Transportation Division are the results of policies 
that were carried out. 


CORPORATION AUDITS DIVISION 


Mr. Tuomas. We will get to that in a minute. 

Let us look at the Corporation Audits Division. You seek an 
increase of 125 jobs to bring it up to 425 for 1952. When was this 
Division created? 

Mr. Frank L. Yates. 1945. 

Mr. Ives. 1945, Mr. Chairman. 

Mr. Tuomas. And under this new act passed last year, it really 
gives you a little authority to go into the agencies and force com- 
pliance; does it not? 

Mr. Frank L. Yates. You mean the Budget and Accounting 
Procedures Act? 

Mr. Tuomas. Yes. 

Mr. Frank L. Yates. It gives us broader authority for accounting 
in all of its aspects. You may recall your committee extended our 
authority but only as to certain agencies. But that act gives us 
jurisdiction over all Government accounting. In addition, it gave us 
the definite authority needed to accomplish our job. 

Mr. Tuomas. We tried to do the same thing 2 or 3 years ago 
by the limitation. 
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Mr. Frank L. Yates. Yes; as to certain agencies. 

Mr. Tuomas. The proof of a good fisherman is the number of fish 
he brings in. And for this particular agency to justify its continued 
growth it ought to be reflected down the line in some governmental 
savings that come out of the various bureaus that install your 
accounting system. Is that a fair statement? 

Mr. Frank L. Yates. Yes, sir. 

Mr. Tuomas. Can you put your finger on any of these bureaus? 
We notice budgets are inclined to go up for the last 2 or 3 years rather 
than down. 

Mr. Frank L. Yates. Are you speaking of the accounting work 
generally or the Corporation Audit? 

Mr. Tuomas. And of course it would logically follow for the whole 
Division. 

Mr. Ives. I think we can point with the greatest pride to the 
former Maritime Commission. 

Mr. Tuomas. There is no argument on that basis. We are proud 
of you, and Maritime has a great Chairman over there now, Vice 
Admiral Cochrane. The Admiral is really trying to clean up that 
backlog and put the agency on a good business basis. We do not 
like that subsidy or the amount of that subsidy he wants to continue 
and a few other things but he has certainly done a fine job and I think 
GAO deserved an unlimited amount of credit for stepping into that 
agency to know exactly what it was doing and why. 

Mr. Ives. The whole attitude over there has been completely revo- 
lutionized since the admiral came in. 

Mr. Werrzeu. One thing the GAO had to do to get the accounting 
function of the Maritime Commission on its feet was to do the work 
that an accounting methods and procedures staff of the Commission 
should be doing. We had a number of our employees engaged in 
making the audit actually setting up the accounting system for them 
and the procedures. But now, with the new procedures, the new top 
direction and the training of proper employees of the Maritime Admin- 
istration to run that accounting work, we hope we will be able to bow 
out in time and leave it to them. You will recall the backlog job we 
did with them a year or two ago. 


FIELD OFFICES 


Mr. Tuomas. Yes. How many field offices do you have now? 

Mr. Freeney. Actual field offices, we have two subdivisions: at St 
Louis and Cleveland. We have 21 field offices in the Office of Inves- 
tigations but the Audit Division has people at several hundred places 
throughout the country, working on cost-plus reimbursement con- 
tracts, and so forth. 

Mr. Tuomas. You can avoid setting up the units which you call 
offices? 

Mr. Freeney. Yes, sir. 

Mr. Tuomas. You do most of it right in the field? 

Mr. Frank L. Yates. And to get into more records there on the spot 
than would be sent to us here under the old procedure. 
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MIscEeELLANEOUS EXPENSES 


Mr. Tomas. And as a result of that your other budgetings are 
certainly becoming a little heavy, particularly your ‘Personnel travel” 
item which has increased from $700,000 to $850,000 for 1952. 

“‘Transportation of things” also increased $78,000 for 1952, which 
brings it up to $75,000. 

Mr. Feenry. Yes, sir. 

Mr. THomas. You have decreased some of your objects, rents and 
utilities. I presume that is the item for General Services Adminis- 
tration. They are taking care of the load? 

Mr. Feeney. That was the rental of IBM machines in the Postal 
Accounts Division. 

Mr. Txomas. At this point in the record will you insert page 7, 
Mr. Reporter, and the justification here of ‘Miscellaneous expenses.”’ 
And we will insert pages 90 and 91 of the justification of this $1,667,000. 

(The matter referred to is as follows:) 


Salaries and expenses—Standard Classification Schedule—estimated appropriations 
by object classification 
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The estimate of $1,667,000 for “‘Miscellaneous expenses” is $83,000 less than the 
amount appropriated for the fiscal year 1951. However, when the 1951 appro- 
priation is adjusted to show the transfer of funds to the Post Office Department, 
the comparison by object classification is as follows: 
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The increased travel requirements in 1952 are the result of the continuation and 
—_ of the comprehensive type of audit as shown by the following analysis: 
Ustimates under the other object classifications remain approximately the 
same with the exception of the reduction in the rental of electrical accounting 
equipment for the Reconciliation and Clearance Division under 05. It should 
be noted, however, that the estimate for 09 Equipment contemplates only a small 
replacement program even though we had planned for many years a major 
smeenent policy for our old office equipment when we moved into a new 

uilding. 

02 Travel estimate (by division of office) 





Increase (+) 
or decrease 
(—), 1952 
over 1951 





Office of the Comptroller General 
Office of Investigations 
Accounting Systems Division 
Audit Division 

Claims Division 

Corporation Audits Division 
Postal Audit Division 

Division of Personnel 
Transportation Division 


$25, 000 
215, 000 
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190, 000 
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TRANSPORTATION DIVISION 


Mr. Tuomas. Under your Transportation Division here I have 
only one question and I will ask Mr. Andrews and Mr. Phillips to 
develop the remainder of it. My one question on that is simply this, 
When was the Transportation Act of 1940 passed? 

Mr. Hoaauanp. September 18. 


AUDIT OF TRANSPORTATION VOUCHERS 


Mr. Tuomas. That act gives to the carriers virtually a mortgage— 
a right to sue the Government for its unaudited claims throughout 
all the Government services for its transportation charges. Is that 
correct? 

Mr. Hoacuanp. It practically entitles the carrier to payment 
upon presentation of his bill. 

Mr. Tuomas. And the bill is an unaudited bill? 
pe Mr. ene So far as General Accounting Office is concerned. 

es. Itis. 

Mr. Tuomas. Can you speak for the other agencies? 

Mr. Hoacuanp. Very few of them have a preaudit or a post audit. 


GSA TRANSPORTATION ACTIVITIES 


Mr. Tuomas. The committee has been confronted with a request 
from General Services Administration for quite a bit of money to set 
up a general unit dealing with transportation whereby it lays down 
mses and procedures and coordination for auditing transportation 
vouchers throughout the Government services. How does that tie 
in, complement or overlap or supplement the activities of the GAO 
in auditing of transportation vouchers? 

Mr. Hoacuanp. The General Services Administration has certain 
duties with respect to transportation under Public Law 152. But any 
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prepayment audit of transportation payment vouchers would defeat 
the very purpose of the Transportation Act in that respect because 
the purpose primarily was prompt payment and that was the reason 
they excluded the GAO from making a prepayment audit. 

Mr. Tuomas. Well now, you are expanding a little bit. I was 
asking about the activities of General Services Administration. Then 
I might ask you the question you are alluding to. Is this a wise act 
or an unwise act. 
ya Frank L. Yates. I am not sure Mr. Hoagland has seen that 

Mr. Hoacuanp. I have not seen it. 

Mr. Ke.tuer. There is authority for General Services Administra- 
tion to go into Government transportation matters under Public Law 
152 of the Eighty-first Congress. 

Mr. Tuomas. I suggested it was coordinating activities. Its 
coordinating activities would supplement and so forth. Are you 
familiar with it? 

Mr. Ke.uier. We are familiar with it but the activities to be carried 
out by the General Services Administration under Public Law 152 do 
not include the auditing of charges for transportation. It does give 
the Administration authority to go into such matters as transportation 
and traffic management including classifications of materials shipped 
and the negotiation of special rates with the carriers. As a general 
proposition the General Accounting Office has favored such an activity. 

Mr. Tuomas. How effective is the program and how does it supple- 
ment or conflict with the activities of General Accounting Office, 
with reference to it? 

Mr. Frank L. Yatss. I have not seen that full program. I don’t 
think any of us have. My understanding of it is this, that the pur- 
pose is to set up a facility to do a job that was done miserably in the 
last war or not at all in some cases. That is the negotiation with the 
carriers for the purpose of getting agreements on fair rates in fields 
where rates are not already established by the Interstate Commerce 
Commission. Every war brings the necessity of shipping new com- 
modities and also the need of coordinating the shipping programs 
of the big shipping departments such as the defense agencies at a 
time like this so that shipping space is not wasted. So that if, for 
example, the Army has a certain new product to ship on which no 
rates have been established, it can be ascertained if, probably, the 
Navy may have the same general category of shipping to make and 
probably the Air Force. ‘Then all go to the carriers and get a rate. 
It is based on an estimate of the total volume of the cases shipped 
rather than just what one department—the Army—is going to ship. 
That would certainly bring more favorable rates. The obtaining of 
rates and the planning of shipping with the shipping needs of the 
whole Government in mind rather than having separate departments 
doing it in different directions on their own account should conserve 
shipping space and bring lower rates. 

Mr. Tuomas. That is exactly the question. Does that complement, 
conflict, or do you in your work of post-auditing these vouchers find 
it would interfere? 

Mr. Frank L. Yates. It should not conflict, Mr. Chairman. It 
should only be helpful. 
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Mr. Tuomas. You have not told us just what——- 
Mr. Frank L. Yares. I can see no disadvantage to what I under- 
stand has been proposed as far as the work of General Accounting 
Office is concerned. 


TRANSPORTATION ACT OF 1940 


Mr. Tuomas. What about the general functions of the Transporta- 
tion Act of 1940; is it a bad act? Should it be repealed or modified? 
What is your general attitude about it? 

Mr. Frank L. Yates. We did not favor parts of it at the time but 
I am not prepared to say it should be repealed.. What it did in sub- 
stance was to direct the departments to discontinue their administra- 
tive audit as to rates. 

Mr. Tuomas. When that was taken away from the departments, 
you were giving the railroads no more than a blank check. 

Mr. Frank L. Yates. Not necessarily. Theretofore the depart- 
ments had large rate-examining forces and they did examine as to 
rates. The General Accounting Office had to do the same job and 
invariably we found more money than they found to be sliced off the 
vouchers. The carriers were clamoring at the time for more speedy 
payment. They said the two audits delayed their payment. And 
they had some basis for that complaint. Assuming that the General 
Accounting Office could get back all the money representing overpay- 
ments it finds there woul be little loss in the lack of the administrative 
audit as to rates. And there the saving brought by dispensing with 
these large administrative rate-examining forces. 

It is not my understanding that GSA intends to restore administra- 
tive audits of rates; but if they do intend to set up an organization 
which would make a complete audit of carriers’ bills with a view to 
determining the correct rate then, of course, GAO would have to do 
the same thing under the law and there might be an unwarranted 
duplication of auditing. 

Mr. Tuomas. As we understand it, there is no duplication. I hope 
our understanding is right. They are merely laying down different 
patterns of rates and receiving stations, and so forth. You are willing 
to do the auditing and they do not do any. 

Mr. Frank L. Yates. If that is the case, all right; if not, it would 
— to a return to the situation prior to the Transportation Act 
of 1940. 

Mr. Tuomas. And you think the Transportation Act of 1940 is all 
right as is? 

Mr. Franx L. Yates. We are not ready to propose any changes in 
it. As a matter of fact, it would be practically impossible to return 
to the practice prior to the 1940 act for the reason you well know, 
Mr. Chairman and the committee, that the General Accounting 
Office cannot find even enough rate experts to do its job. 

The Civil Service Commission has no register from which one can 
secure qualified personnel. The carriers are having a difficult time 
employing qualified persons to meet their needs and since the carriers 
pay higher salaries than the Government and many of their employees 

ave acquired substantial retirement benefits we rarely can attract 


the carriers’ experienced men. Asa result the only way we can secure 








1494 


rate personnel is to select the best untrained people we can interest 
in this type of work and train them over a period of years to do our 
transportation work. 


OVERCHARGES RECOVERED, 1950 


Mr. AnpRews. I notice here you have on page 82, there was de- 
posited in the Treasury $19,535,714 during decal year 1950. Does 
that represent overcharges by carriers? 

Mr. Freeney. Yes sir. 

Mr. Anprews. This is a recurring item every year. Are they 
continuously making these overcharges? 

Mr. Frank L. , dees Mr. Andrews, we are not only auditing 
vouchers since the end of the war but we are reauditing the war 
period transportation vouchers. Some of that money there pertains 
to war transportation and not shipments since the war. But we 
always find a considerable percentage of overpayment on transporta- 
tion vouchers. 

Mr. AnprEews. Where does the fault lie for these overpayments? 
On the part of the carriers or Government shippers? 

Mr. Frank L. Yates. The fault would, to the extent that it is a 
fault, rests primarily on the carriers for their excessive billing. 

Mr. AnpreEws. Is there any criminal liability incident to overbilling 
or overcharging? 

Mr. Frank L, Yates. Not unless there is fraud or collusion. 

Mr. Anprews. Do you find any existing in that? 

Mr. Frank L. Yates. I cannot say we have. I think it may be 
broken down and explained. I am not in the role of defending the 


carriers. It may partly be explained that they too have a problem 
in getting experienced rate personnel. There may be a little of the 
e 


human element. If they are in doubt as to the correct rate and feel 
they have a fair case, they charge the maximum amount. 

Mr. AnpreEws. Waiting for you to come along and may be you will 
miss it? 

Mr. Frank L. Yares. I may say this, we have been getting won- 
derful cooperation from the carriers. They have withdrawn thou- 
sands of their claims as being items they could not support and, 
generally speaking, we have been getting increasingly better cooper- 
ation in collecting the amounts we have claimed against them as 
overpayments. 

MIscELLANEOUS EXPENSES 


Mr. AnpreEws. And the expenses you want are $1,667,000? 

Mr. Puiturpes. What was that item? 

Mr. ANnpreEws. Miscellaneous expenses. $1,600,000 for 1951, 
showing an increase of $67,000. Turn to the table on page 90, Mr. 
Phillips. 

TRAVEL 


The first item is travel. The request for 1952 is $850,000 against 
$700,000 for 1951. Why that increase, Mr. Yates? 

Mr. Frank L. Yates. Mr. Chairman, it is very simply explained. 
We are decentralizing our work to the field because we get better 
results that way and because we can do the job less expensively, all 
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things considered. Naturally, it requires more travel. Not only 
that, but during the past war we audited cost-plus contract vouchers 
at the site, where we had ready access to the contractor’s records 
and the contracting officer’s records, the work was facilitated. The 
volume of cost-plus contracting in the Government is increasing b 
leaps and bounds due to defense contracting and that means we wi 
have to go into a heavier audit program on the site. 

Mr. Anprews. The table at page 91 shows a breakdown of that 
request for $850,000. It shows the Office of the Comptroller General 
wants $25,000 for travel for 1952. 

Mr. Franx L. Yates. There is no increase there. 

Mr. Anprews. No increase there. $25,000 for'1951. How much of 
that was unexpended as of the 1st of March? Who does that traveling 
from the Office of the Comptroller? 

Mr. Frernry. That is for general administration. It is solely for 
the Office of the Comptroller General. It also covers the travel for 
the Office of General Counsel, the Office of Administrative Planning, 
and other Divisions which perform but a small amount of travel. 
Of that we have about $12,000 that is unexpended as of February 28. 

Mr. ANDREWS. $12,000 unexpended. 

Mr. Fennry. Yes. That is nght. 

Mr. Frank L. Yates. I know you understand, Mr. Andrews, that 
does not apply only to the immediate Office of the Comptroller 
General. It applies to the work of a great many people. 

Mr. AnpreEws. $215,000 for Office of Investigations; and increase 
of $10,000. 

Mr. Freeney. That is very badly needed for the majority of our 
people in investigations are located im the field. They have 21 field 
offices and are working out on investigations in these field locations. 
At the present time they are obligated almost up to their last dollar for 
the fiscal year. 

Mr. Anprews. How many people in the GAO are in travel status? 

Mr. Freeney. I| will have to get that for you. 

Mr. Anprews. That is all right. 

Mr. Frank L. Yates. You mean right at present? We can put 
that in the record. 

Mr. Feeney. Approximately 1,000 employees are subject to travel, 
with approximately 400 being in a travel status at all times. 

Mr. ANDREWS. For the Division of Corporation Audits you want 
$300,000 for travel. Tell us something about that. That is an 
increase of $80,000. 

Mr. Ives. The extension of the comprehensive audit program, Mr. 
Andrews, means we have to go out into the field a great deal more 
than we have done. We have recently taken over the comprehensive 
audit of the Atomic Energy Commission which means in 1952 we have 
to have a number of men in Los Alamos, Oak Ridge, and other places. 

Mr. Anprews. When did you take it over? 

Mr. Ives. The first of this year. 

It is not a Government corporation but it is under this audit. 

Mr. Frank L. Yates. I might say, Mr. Andrews, we have trans- 
ferred the comprehensive audit program and placed it under the 
Corporation Audits Division. So this job and the number of people 
who have to be sent to the field have increased since we last saw you. 
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Mr. Ives. The Department of Defense is getting cost systems 
established at shipyards and arsenals scattered all over the country. 
We are expanding our work with the Bureau of Reclamation—which is 
all travel. We cannot locate people permanently in the projects 
which are usully a thousand miles away from anywhere. These 
three would take care of a great deal of the increase. There are a 
number of others, like the Farmers Home Administration which we 
have recently taken over. The United States Coast Guard has some 
20-odd locations. General Services Administration is all over the 
country. We are doing our best to obviate as much travel as possible 
by planning to open up field offices in four or five locations. We have 
one already in San Francisco. 


TRANSPORTATION OF THINGS 


Mr. Anprews. Transportation of things. An increase of $8,000 
for 1951? 

Mr. Feeney. That will be mostly for the transportation of household 
effects of employees, Mr. Chairman. We have the audit subdivision 
in St. Louis working in connection with the War Department. The Air 
Force are breaking away from the Army Department and establishing 
their own financial center in Denver, Colo., and want us to go along 
to make the audit there. We will have to transfer some of our people 
from St. Louis to Denver and we are informed by the Army Depart- 
ment that they intend to shift the Finance Center from St. Louis to 
Fort Benjamin Harrison in Indiana. We will also have to transfer 
many of our people there. 

Mr. Anprews. Does this cover the cost of moving all of your old 
equipment from the old building to the new? 

Mr. Feeney. No sir. 

Mr. AnpreEws. Are you asking any money for the moving of this 
furniture? 

Mr. Freeney. No sir. 


COMMUNICATION SERVICES 


Mr. ANDREws. Communications, $75,000, an increase of $7,000. 

Mr. Freeney. With the extension of our field activities our tele- 
phone costs will be somewhat higher. It is also anticipated that tele- 
phone service in the new building will cost more. 


RENTS AND UTILITY SERVICES 


Mr. AnpreEws. I notice a decrease in rents and utilities from 
$340,000 to $250,000. 

Mr. Frerenny. That is a decrease in the cost of rental of IBM 
machines used by the Postal Accounts Division in connection with the 
work transferred to the Post Office Department. 

Mr. Anprews. In printing and reproduction, no increase. 


OTHER CONTRACTUAL SERVICES 


For other contractual services $25,000. What is that for? 
Mr. Freeney. We have several items in there, one small item for 
an independent audit. That is done under contract. I think it has 
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to do with the TVA retirement account. The greater part of the 
balance is for securing Dun & Bradstreet reports which we have to 
have in connection with our claims work in determining the financial 
responsibility of debtors, especially if we have to report a case to the 
Department of Justice for suit. 


SUPPLIES AND MATERIALS 


Mr. Anprews. $21,000 for supplies and materials, a decrease of 
$4,000. What do you propose to buy there? 

Mr. Frernny. That is the regular employees’ pens, pencils, sta- 
tionery, and the material that is used there. It averages about$16.45 
per employee. 

EQUIPMENT 


Mr. Anprews. And $120,000 for equipment, a decrease of $4,000, 
Mr. Frerenry. That, of course, is all in replacements. We have 
followed a very severe program of replacing equipment. As a result 
much of our equipment is in terrible shape. We need desks, chairs, 
and typewriters. I think over 800 typewriters are over 10 years old, 
The cost of upkeep is heavy and we want to replace as many as we can, 


Bupcet Request SuBMITTED TO BuREAU oF BUDGET 


Mr. Puriurrs. Mr. Yates, you have generally reported a reduction 
in a number of items. I am curious to ask you the same question 
we ask all agencies that come before us. Did you submit your request 
to the Bureau of the Budget and they authorize a certain amount? 

Mr. Yates. Yes, sir. ‘ 

Mr. Puiuuips. As I read these amounts, will you tell me how much 
you asked the Bureau of the Budget for? In the case of personnel 
services $30,325,000? 

Mr. Freeney. The Bureau made no changes in that at all. 

Mr. Puruurps. In any of your items? 

Mr. Freeney. They made reductions of $4,000 each under “08 
Supplies and materials” and ‘09 Equipment.” 

Mr. Puiuurps. Now turn to page 6 of your justification. You have 
generally asked for fewer employees? 

Mr. Frenny. I may say there that after we submitted our estimates 
to the Bureau of the Budget when we found out we could abolish 
one division and make certain changes in our work program we made 
a voluntary reduction of $2 million in our salary estimates as origi- 
nally submitted, but in our hearings they made no change whatever. 

Mr. Puituirs. Maybe you got the Bureau of the Budget to make 
a preaudit before you saw them officially? 

Mr. Freenry. No. We were just called in the same as anyone else. 

Mr. Puiturs. On page 6 of your justifications, you generally have 
asked for fewer employees. 

You refer in your justifications to the transfer of funds and functions 
to the Post Office Department under the Post Office Financial Control 
Act which you indicated to me would mean you would need fewer 
people. And on page 6 I note here that you are asking for an increase 
of 55 people in the Postal Audit Division. Is that an entirely different 
function? 
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Postat Avupit Division 


Mr. Frenry. Yes. The Postal Accounts Division—the work in 
that Division was transferred entirely to the Post Office Department 
as of November 15 except that part which is related to our required 
audit function. 

Mr. Puixurrs. And in that you have a reduction of 307 and you 
are not asking for any people this year? 

Mr. Freeney. That is right. ow, to effect an audit of the ac- 
counts of the Post Office Department, the Comptroller General has 
established the Postal Audit Division which is now being staffed. 
We provided 40 positions for that Division during the fiscal year 
1951. We estimate that they will jump to probably 95 positions 
in 1952. 

Mr. Paiuurrs. Why? 

Mr. Frrenry. The purpose of that is to perform the audit of the 
Post Office Department. They are planning to decentralize their 
accounting into 12 regional offices. As they establish them we will 
go right in there to make our audit in the field and we will build up the 
staff of this Audit Division through the fiscal year 1952. We are 
starting right now, to make the audit. 

Mr. Werrzeu. Actually the Post Office Department Financial Con- 
trol Act of 1950 made a drastic rearrangement in the relations between 
the Post Office and the General Accounting Office. Prior to that the 
GAO under the law was making a detailed audit of the transactions 
and also maintaining the administrative accounts of the Post Office 
Department, the general ledger, and collecting the money due it. It 
kept accounts receivable and accounts payable, and preaudited 
hundreds of millions of dollars of expenditures before those expendi- 
tures were made. 

The Post Office Department Financial Control Act of 1950 changed 
all that and put these functions in the Post Office Department in 
control of the Postmaster General, where they belonged, consistent 
with the placement of those functions in other agencies. However, 
we had to give an independent audit of the Post Office Department, 
which we had never. really had. That is being developed along the 
lines of our comprehensive audit program with a small number of 
highly qualified people. 

he Asheville accounting activity formerly under GAO is carrying 
on at present under the Post Office Department. As the new 
system is developed by the Department under the new legislation in 
collaboration with the General Accounting Office and as the Depart- 
ment moves these activities into the field we will make a comprehen- 
sive audit on the site. The financial transactions of the Department 
amount to $18 billion per year. There are 42,000 post offices spread 
all over the 48 States. We do not need to go into each of them but 
we will have to go into their regional accounting offices and a reason- 
able number of their local post offices to see if they have installed 
sound accounting procedures and internal control; that they are 
following them; and that their financial reports are reflecting the 
results of their operations. If their internal accounting procedures 
and related administrative practices are sound, we can make a selective 
audit. That is the reason for the smaller number. 
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Mr. Puruurrs. That is a very competent statement of why you 
have to have 55 new employees, but this subcommittee has observed 
several times that there is rarely a balancing reduction somewhere 
else in reorganization acts. 

Mr. Werrzet. I know your point. 

Mr. Puriurps. What became of the 307 you lost in the Postal 
Accounts Division? 

Mr. Werrze.. 779 employees went to the Post Office Department. 
For the time being there may be a temporary increase in the total 
amount spent in accounting activities of the General Accounting 
Office and the Post Office Department, but by- modernizing these 
procedures and decentralizing the accounting operations we would 
open the way to handle the Post Office work more effectively and 
setting up a better accounting system. Then we hope there will be 
an ultimate reduction in the total accounting expenses or in other 
expenses pointed up through better accounting. 

One example of that is in the money-order work. There is a new 
money-order system scheduled to go into effect July 1 on a completely 
modernized basis and we are hopefully anticipating, without any 
commitment as to how many millions can be saved, we anticipate a 
substantial saving on that item alone as well as quicker and more 
simple accounting for those money orders. 

Mr. Pxrurrs. Will you just be prepared to answer a question a 
year from now on those money orders? 

Mr. Werrzeu. I hope we will, Mr. Phillips. 


RECONCILIATION AND CLEARANCE DIVISION 


Mr. Puitures. How about the 57 in the Reconciliation and 
Clearance Division? 

Mr. Freenry. There has been an increase in workload of the 
Military—the Army and Navy. These are for the Reconciliation 
and Clearance subdivisions in Cleveland and St. Louis and a few in 
Denver as well. 

Postat Aupit Division 


Mr. Franx L. Yates. Mr. Phillips, we need not labor the subject 
with which I think you are satisfied 

Mr. Puiturrs. Momentarily satisfied. 

Mr. Frank L. Yates. Actually, the 95 positions we are asking for 
in 1952 we would be needing right now if our accounting-system pro- 
cedure changes in which we are working with the Post Office Depart- 
ment had developed to the point where we could use them. We only 
have 40 now because these programs have not developed to the point 
where we could use 95. 

Mr. Puiturps. On what sort of programs do you expect to do this. 
How many will you have by June 30 and 3 months later? 

Mr. Frank L. Yates. We cannot explain that yet. It is a big 
problem of planning new procedures in the Post Office Department 
which will tie in with our audits. Heretofore, we have conducted 
practically all the accounting of the Post Office. That has gone over 
to them. We are responsible also for the audit which has been made 
heretofore in our Postal Accounts Division. We are planning a new 
program geared to certain accounting and procedural changes in the 
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Post Office Department. Briefly it is this. They will set up in 12 
regional offices administrative examination of the accounts of the 
42,000 post offices. That will be done in accordance with procedures 
to which the Comptroller General agrees. It will all be connected 
to our plans for auditing. With this set-up, our audit will be con- 
ducted largely in these 12 regional offices, but it must be geared to 
changes in the Post Office’s own system. The rest of it will be repre- 
sented by audits here and there in certain select post offices and as has 
been explained by Mr. Weitzel, the audit in 42,000 post offices will not 
be necessary if we can check them periodically to see that procedures 
are working. 
Corporation Aupits Division 


Mr. Puiturrs. You had some interesting testimony at page 58 
having to do with the corporation audits. This committee has always 
been very much interested in the corporation audits, and have indi- 
cated that. Preliminary work has commenced on at least all items 
among which were General Services Administration and the General 
Administration Office of Housing and Home Finance Corporation. 
Both these services appeared before us for more money and I think we 
would be interested in knowing what you are doing and is your work 
rogressing. How soon do you contemplate you can get results. 
ou also say you are starting on reclamation. 

Mr. Ives. Yes, sir. We have completed region 2 which is the 
Central Valley, largely in California. We started last week on region 
3 which takes in Boulder Dam, the All-American Canal, and the 
Yuma projects. 

Mr. Puiuurps. Did you have access to a report from the Interior 
Subcommittee regarding the accounting on the All-American Canal? 

Mr. Ives. Yes, sir. 


AUDIT OF HOUSING AND HOME FINANCE AGENCY 


Mr. Puiuures. Who wants to testify on Housing and Home Finance 
and General Services? 

Mr. Ives. We have been in there about 3 months now on slum 
clearance, community facilities, and all the other odds and ends that 
have been given to the Administrator rather than to the constituent 
agencies. We are not entirely pleased with the progress they have 
made in their accounting. We are working as hard as we can to 
help them and will have a report forthcoming in a month or so. 

Mr. Puiuures. Will you make sure that as soon as it is available 
some members of the committee get it. I think the Chairman will 
be interested in it. 

Mr. Ives. I cannot say how soon it will be. It will be a difficult 
one to write. 


AUDIT OF GENERAL SERVICES ADMINISTRATION 


Mr. Puitures. How about General Services Administration? 

Mr. Ives. That is so large we have scarcely scratched the surface. 
We have been through a survey of their operations to understand what 
their accounts may mean and we are just starting now on their 
accounting systems and procedures. We have not yet gone out in the 
field where a great many of their operations are conducted. You 
know they are regionalized. 
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PROPERTY CONTROL ACCOUNTING 


Mr. Puiturres. I think I will reserve any more questions on them 
until you come up again. Only one more. I expressed an interest a 
year ago in the new system of property-control accounting and you 
told us it was about to be installed in each system. You have already 
testified to this. Is there anything else anyone wants to add to that 
testimony? 

Mr. Frese. We are dealing with the property-accounting problem 
as one phase of the general-accounting problem in the various agen- 
cies, and giving it attention from that standpoint. We are working 
very closely with agencies from the point of view of making their 
property accounting procedures tie in with other accounting pro- 
cedures and with their administrative procedures and needs pertain- 
ing to property managemt 

Mr. Puiuurps. How are you getting along? 

Mr. Frese. I think very well. We are working with a number of 
agencies where property problems are relatively large and who are 
making progress, such as the Defense people in connection with their 
om funds and stock funds, the Atomic Energy Commission, and 
others. 

Mr. Puiturps. And what are you setting up—a system for all their 
property? 

Mr. Fress. That varies somewhat with specific needs, sir. I think 
it would be a mistake to just blindly say, We have to set up all prop- 
erty of every description and under all conditions under accounting 
and dollar control. It has to be more or less connected, within a gen- 
eral framework of principles, to the specified circumstances and pur- 
poses in the light of the property and other management: problems 
involved. 

Mr. Puiturrs. But each system is for the individual agency. You 
have no master account for all property? 

Mr. Frese. That is right. It would be awfully easy if you try to 
take too much of an over-all approach to it in property accounting to 
run the danger of imposing requirements which will not be worth the 
cost to administer. It would run the danger of new procedures 
merely being superimposed on existing controls and related procedures 
and result in overlapping which would not be justified in light of the 
purposes it would actually serve. The best way is to work it out in 
each agency with broad general principles and objectives in view. 

Mr. Puruuies. I think I will reserve my question on that till you 
get further along. 


GAO APPRAISAL OF AGENCIES’ ACCOUNTING SYSTEMS 


Mr. Coupert. As you conduct these audits with existing agencies, 
are your people able to form judgments as to the efficient conduct of 
these agencies? 

Mr. Frank L. Yates. Yes. I would say so. That is an important 
part of what we call our comprehensive audit program. We look into 
the methods of performing these operations. ‘That includes a look-see 
into their accounting, whether it is adequate, whether it is being 
adhered to, faithfully followed; what their administrative practices 
are from the standpoint of control of public moneys and we rely on 
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that survey to give us a good idea of the efficiency of that operation. 
We rely upon that to show and determine the extent to which we 
should audit. If we find a careless organization we must audit just 
about 100 percent. If we find from the survey that the accounting is 
good, the control practices are good, and the attitude and experience 
in complying with the law are good, then we think we can save some 
money by not auditing so closely but rather devoting the money and 
the people to bad spots. That is the key to our comprehensive audit 
program. We think we are right in relying upon that. 

Mr. Coupert. Then, in the course of making that you doubtless 
have some informal method at least of appraising the relative efficiency 
of the various agencies? 

Mr. Frank L. Yares. Yes, sir. 

Mr. Covupert. Do you keep such a recording anywhere? Do you 
have any memoranda indicating your appraisals of the relative 
efficiency of the various agencies you audit? 

Mr. Franx L. Yares. It is part of our working papers in the 
comprehensive audit program. We do not make any formal record 
of it but naturally we do get ideas as to where the good shops are 
being run and bad shops are being run. 

Mr. Corron. Mr. Coudert asks the question I have in mind. I 
want to ask a little more on that line. 

Your primary function is to audit the agencies of Government and 
see that their accounting systems are in order and improvements 
recommended for bettering their system installed. Is that correct? 

Mr. Frank L. Yates. That is correct. 

Mr. Corton. You also deal with claims against the Government in 
dealings of agencies with outside corporations and services with which 
they are doing business? 

Mr. Frank L. Yates. That is correct. 

Mr. Corron. And the Comptroller General reports to Congress 
periodically and these reports have to do largely with the report of 
your activities. It also carries the recommendations to Congress with 
regard to legislation. 

Ir. Franx L. Yates. That is correct. 
Mr. Corton. I do not know—off the record. 
(Discussion off the record.) 


LEGISLATIVE REORGANIZATION ACT 


Mr. Corton. On the record. You do not take it on yourself—you 
do not consider it part of your function to make any recommendation 
to other agencies or to police them in any way as to how they spend 
their money. You are just interested in whther they are accounting 
for the money they spend. 

Mr. Frank L. Yates. Our main interest is, as you have properly 
stated, Mr. Cotton. Our main interests are to see they have good 
accounting. We have in the duty of prescribing standards and 
principles and cooperating with agencies to get good accounting. 
Accounting necessarily ties in to control procedures so we naturally 
get a little knowledge of that field and are able to dip our oar into that 
water also. Otherwise, our main object in the audit is to see money 
is collected and has has faithfully used and in accordance with the law. 
If Congress has appropriated money to spend for a purpose by a 
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department, we have no control, nor do I think we should have, as to 
when or whether that money is obligated by contract or otherwise. 

Mr. Corron. You are an agency of the Congress in the same way 
as the Bureau of the Budget is of the executive department? 

Mr. Frank L. Yates. We are completely an agency of the Congress 
without any exceptions. 

Mr. Corron. As you go about checking these agencies if, for 
instance, an agency is spending all its appropriation on travel or print- 
ing or binding or publicity, or has an unusually large percentage of its 
employees in personnel work or in any other way there are certain 
activities that seem to be exorbitant in your checking of that agency, 
you cannot help but observe that; can you? 

Mr. Frank L. Yates. We do observe it as an incident or a byprod- 
uct of our accounting and audit work but we have never asked for nor 
obtained from the Congress sufficient appropriations to go specially 
and completely into that field. We, therefore, only observe it as we 
go along—what we chance to see in the performance of our main 
duties for which we have received appropriations. 

Mr. Corron. When you see it, do you tell anybody? 

Mr. Frank L. Yates. We have told the Congress. The Maritime 
Commission is a notable example of that. 

Mr. Corron. You must have a great deal of that subject that 
would be of value to this committee by delving into these other 
agencies? 

Mr. Frank L. Yates. Mr. Cotton, we are just about talking of 
something without mentioning it here. We might as well mention it. 
The Legislative Reorganization Act included section 206. It gave 
the Comptroller General the kind of job that I think you have in 
mind. There were doubts in congressional minds as to whether 
General Accounting Office should proceed into that field having in 
mind, as many Members of both the House and Senate did, that it 
already had a huge job to do and that possibly that new job might 
conflict in some way with the performance of its already existing 
large job. I think it is fair to state, Mr. Chairman, there were some 
Members of the Congress who felt, although the section had been 
enacted into law, that possibly the General Accounting Office, as the 
agent of Congress, should not be projected into that field of inquiry 
in the executive branch of the Government. But be that thinking 
as it happened to be, the actual fact is that the Congress decided not 
to appropriate money to the General Accounting Office for that pur- 
pose and we have never had any for that purpose. 

Mr. Corron. If you went into that sort of work, in a sense it would 
impair your effectiveness in your present work because if you began 
to be regarded by agencies as investigators it might result in with- 
drawing some of your effectiveness. 

Mr. Frank L. Yates. I think you have very accurately described 
the thinking of Members of Congress at that time, including some 
Members of the House Committee on Appropriations. 

Mr. Corton. It just seems to me that here is an agency of the 
Congress engaged in auditing and checking of the agencies of Govern- 
ment. In doing so, even though you do not devote yourself to that 
task or get additional employees, you unavoidably come into contact 
with many practices that we should know about and it seems to me 
unfortunate that we cannot have the information which you or 
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members of your organization must have from time to time. Have 
you any comment on that? 

Mr. Frank L. Yates. Yes. The Comptroller General, despite that 
no appropriation was granted for the purpose, did direct the divisions 
of the Office which might have that opportunity while performing its 
other work to observe tiose things, to keep their eyes and ears open 
and to learn as much in the category of what was contemplated by 
section 206 as possible. Our Audit Division and our Corporation 
Audits Division have followed that as well as the Division of Investi- 
gations. 

AUDIT REPORTS 


I do not know whether you had an opportunity to observe closely 
any of the audit reports of the Corporation Audits Division but they 
include a good deal of that kind of information. I would like to have 
Colonel Ives expand on that discussion. 

Mr. Ives. It will just take me a moment. I would like to recall 
to you, Mr. Cotton, our reports on the audits of the Reconstruction 
Finance Corporation and the then Federal Public Housing Adminis- 
tration for 1945 and 1946 where we covered a great many of their 
accounting and operating deficiencies which we uncovered during the 
course of our audit. We always report on major things to the Comp- 
troller General who then transmits them to Congress. We also make 
a more detailed report in the form of a letter to the agencies involved 
on minor matters which we think they can correct and which are not 
of sufficient importance to bring to the attention of Congress. 

Mr. Corton. I understand that in these great and glaring instances 
that certain agencies which definitely need a change of procedure and 
reorganization that your report covers that sort of thing. But 
perhaps I am talking about something impossible to obtain. For 
instance, I have been continually running into Government employees 
who say, “If you only knew what I know, but I cannot tell you for 
my job would be in danger.’”’ But here is an agency created by the 
Congress to check these agencies and I am not referring to outstanding 
or glaring instances, but there must be a multitude of minor things 
and scores of duplications between agencies and other matters which 
would be a great help to this committee and it seems to me a pity we 
cannot avail ourselves of it. 

Mr. Franx L. Yates. May I make a further comment. There is 
a great deal of this kind of information in our annual report as well 
as in other kinds of reports sent to the Congress from time to time. 

Mr. Corton. I should not be asking these questions except in the 
short time I have been on the committee I have not been able to read 
all the voluminous justifications, and I should read them. 

Mr. Frank L. Yates. We shall see you get a personal copy of 
the annual report, Mr. Cotton. 

Mr. Srpney R. Yates. With reference to Mr. Cotton’s question, 
how can you tell whether travel is necessary or not? J am under the 
impression that your reply to Mr. Cotton was that you were in a 
position to know whether such travel was unnecessary or not. I 
assume when we approve travel for an agency a travel appropriation 
is sufficient authorization for the agency to spend that money. What 
did you have in mind when you said you did have some criticism there? 
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Mr. Frank L. Yates. I think you misunderstood. I did not men- 
tion travel. 

Mr. Stpney R. Yates. Mr. Cotton mentioned that. 

Mr. Frank L. Yates. In answer to ‘your question, when Congress 
appropriates money, let us say for travel for a department, the Secre- 
tary of the department or his staff which may be designated for the 
purpose authorize travel and the travel expenses that are payable 
under the appropriation—then if we run across travel vouchers in the 
audit covering a trip which on its face seems to be questionable there 
is little we can do about it. A man may have traveled several times 
to the vicinity of his home and over the week ends. On its face the 
circumstances cause us to raise our eyebrows. But if it is officially 
determined by the department that the travel was necessary for the 
department’s business, we must stop. 

Mr. Corron. It would also be necessary, if the travel took place 
before the expiration of a fiscal period. Wouldn’t it? 

Mr. Frank L. Yates. Yes. But no more so than having a lot of 
contracts come in just before June 30. 

Mr. Sripney R. Yares. Has that been the practice of the Depart- 
ment? 

Mr. Frank L. Yates. May I answer that off the record? 

(Discussion off the record.) 


NEED FOR BETTER GOVERNMENT ADMINISTRATORS 


Mr. Anprews. On the record. Has it been the custom for years 


for all Government agencies to spend all the money remaining in 
their budgets in May or June? 

Mr. Frank L. Yates. I am afraid the human inclination has been 
to obligate all the money before its availability ends. 

Mr. ANprews. And you say you cannot stop that? 

Mr. Stpney R. Yates. These funds have been appropriated. 

Mr. Anprews. The Congress cannot stop it. It depends on the 
agency head. He is responsible for spending that money, and until 
you get a man with common sense who has an interest in the taxpayers’ 
money to head up these agencies and who is interested to see they 
spend that money properly, and not as fast as possible, when July 1 
comes, I am afraid their budget will be spent. 

I had a civilian employee talk to me last year and he said in his 
department they were busy in May or June—more so than at any 
other time of the year trying to spend what was left in the budget. 
And last fiscal year, out of millions of dollars appropriated for the 
operation there, they turned back into the Treasury $27.40. He said 
they put a roof on the building. It weighed 240 pounds per square 
foot. <A little building like that was hardly big enough to hold up 
the roof. 

Mr. Franx L. Yates. What you are talking about is one of any 
number of things that we could mention which depend for improve- 
ment on better and more faithful administration. 

Mr. Sipney R. Yates. What about the Bureau of the Budget? 
Can it withhold some of this money and say it will not be spent? 

Mr. Werrzeu. May I make just a brief statement. These questions 
point in one direction, that the Congress has instruments through 
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which a lot of corrective measures can be and are being put into effect. 
You ask, Has the Bureau of the Budget the authority to make reserves 
against appropriations made by Congress? For the first time it does 
have general authority to do that, where savings can be made by 
greater efficiency of operations or for other reasons set out in section 
1211 of the General Appropriations Act, 1951. While we are on the 
subject of new legislation I would like to point up the benefits I think 
will be obtained under the Budget and Accounting Procedures Act of 
1950. That act gives specific support to the Comptroller General’s 
joint accounting program. As we get more and more on the basis of 
making our audits in the agencies at the site of operations we will 
come into closer contact with them and can give you better advice on 
fiscal matters than we have ever been able to do heretofore. <A part 
of the memorandum on defense activities that Mr. Yates inserted in 
the record touches on that. It states that all audit work and related 
activities will be replanned and coordinated and that on that point 
there will be considered an active program to uncover wasteful prac- 
tices and operations in addition to verifying the legality and propriety 
of expenditures. 
Mr. Tuomas. May I interrupt you right there. Before the Budget- 
ing and Accounting Act of 1950 you had to be invited into an agency? 
Ir. WerrzeL. You are right on the beam, Mr. Chairman. Although 
the Budget and Accounting Act of 1921 gave us authority to investi- 
gate in the field, the new legislation senellagie recognizes on-the-spot 
audits as a regular method of carrying out our audit function. 
Mr. Tuomas. And this gives you authority to go in and look there? 
Mr. Werrzeu. Yes, sir. Besides that, we have directed this active 
program to uncover wasteful practices, as a byproduct of the audit, in 


addition to verifying the legality and propriety of expenses. I am 

sorry Mr. Coudert had to leave. Two years ago I had occasion to 

appear before the Treasury-Post Office Subcommittee to testify 

concerning the GAO-Treasury-Budget joint Paki ning program, 
or 


He asked why we could not pin the responsibility down Govern- 
ment accounting and we had to answer in terms of the then voluntary 
program. We now have in the new act a complete definition and 
assignment of responsibility. The act requires the Comptroller 
General to set up principles and standards for accounting after consult- 
ing the Treasury and the Budget and considering the needs of all 
the agencies. It requires the agencies to develop and maintain their 
own accounting systems. Those systems, including the Treasury’s 
system of central accounting and reporting required by the act, are 
being developed in cooperation with the Comptroller General. We 
have to approve them when they comply with the principles and 
standards. Through other provisions for auditing on the site of 
operations and retaining the documents in the field there is an oppor- 
tunity for the auditors to make a greater contribution through 
greater knowledge of operations. Other provisions for eliminating 
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unnecessary procedures enabled us to do away with the Accounting 
and Bookkeeping Division, and to save a million dollars a year on that. 
Through all these moves, I think you are going to find, not always 
today or tomorrow, but through the months and years, a much better 
performance in all offices of Government with respect to financial 
activities, and better cost information in support of budgets. 


TRANSPORTATION DIVISION 


Mr. Tuomas. A good statement. Mr. Reporter, at this point, 
insert in the record pages 81 and 82 of the Transportation Division 
and this very illuminating table on page 85. 

(Pp. 81, 82, and 85 follow:) 


14. Transportation Division—Actual or estimated obligations—Personal services 





Average . Change in 
Number sntbinr Net salaries salaries 





1, 675 1, 600 $5, 755, 000 
; 1, 600 5, 812, 400 








The principal functions of the Transportation Division concern themselves 
with collecting directly from common and contract freight and passenger carriers 
amounts overpaid them by disbursing officers of the United States; the settlement 
of claims presented by such carriers against the United States generally; the con- 
sideration of petitions filed by such carriers in suits against the United States 
in the various district courts and the Court of Claims for the purpose of asserting 
proper defenses on behalf of the United States and the assertion of counterclaims 
for amounts due the United States; and the reaudit of freight and passenger trans- 
portation payments made to carriers during the periods January 1, 1943, to Sep- 
tember 30, 1946, and July 1, 1943, to June 30, 1946, respectively. Under the pro- 
visions of section 322 of the Transportation Act of 1940 and the so-called certifying 
and disbursing officers relief acts, bills of common carriers against the United 
States are paid generally without audit and only in the Transportation Division 
are there available to the United States the technical knowledge and compre- 
hensive source material necessary to determine the correctness of transportation 
charges paid or claimed. In its activities the Transportation Division deals 
directly with carriers and during the fiscal year 1950 collected and deposited 
into the Treasury the sum of $19,535,714. During the period July 1 to December 
9, 1950, in excess of $13,666,669 was also collected from carriers and there remains 
outstanding $37,362,156 as of December 9, 1950. 

In the prosecution of a broad program undertaken by the Transportation Divi- 
sion of considering jointly with officials of common carriers and representatives of 
carrier associations matters which affect payments to and claims and suits by com- 
mon carriers, during the fiscal year 1950 over 200 formal conferences were hela with 
representatives of common carriers and associations. Continuous surveys of such 
matters have been and are being conducted with carrier representatives. As a 
result of these conferences and surveys carriers withdrew or modified during the 
fiscal year 1950 over 29,000 bills aggregating over $9,700,000 in claims and fur- 
nished support to cure deficiencies in thousands of other claims. They also have 
adopted improved accounting and billing procedures which should considerably 
reduce the correspondence burden and produce substantial savings over the years 
to the carriers and to the Government. 
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Workload and performance data, General Accounting Office, Transportation Division 





Production data 





Activity Receipts | Workload pda - Per 
roduc- |Man- 


rf “ man- 
tion year | ‘year 








Audit: 
Freight Bill of 2, 044, 368 
lading. 51 }2, 247, 552 
2, 500, 000 
Travel | 3, 435, 852 
request.| 1951 |2, 842,080 
2, 842, 080 


Freight Bill of 36, 685, 611 
lading. Qi 34, 889, 310 
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Passenger Travel 
request. 19, 948, 676 


17, 948, 676 
Claims and protests: 

Freight _ Bill of > 598, 774 
lading. , 515, 146 
415, 416 
Passenger Travel Of 7 167, 374 
re- 
quest. 
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Avupir Work 


Mr. Stpney R. Yates. How current are your audits? You don’t 
begin until the fiscal year is through? 

Mr. Werrzev. Much of our audit is on a continuous basis. As to 
our Corporation audits your statement is correct, generally. However, 
we use interim audit techniques to examine the accounting systems 
and the classification of documents during the year. Where we make 
a comprehensive audit like the audit of Government corporations we 
cannot audit the financial statements until they are produced by the 
corporation at the close of the year. But in many cases survey work 
preliminary to the audit begins several months before the end of the 
accounting period. 

Mr. Stpney R. Yates. What about this waste in connection with 
the expenditure of funds? When do you make such an audit? 

Mr. Werrze.. We make financial audits and inspections constantly 
= look out for waste and extravagance is an integral part of this 
work. . 

Mr. Sipney R. Yaress. Is it during the fiscal year? 

Mr. Weirze.. Yes. Our investigators visited nearly 1,000 different 
Government offices last year. The Audit Division has people in 
hundreds of locations in the field. When they find money is being 
spent on wasteful or extravagant things they call attention to it. 
When they put their fingers on a ‘‘soft spot,” regardless of whether 
the General Accounting Office has any authority to disallow payments, 
by working closely with the agency officials they try to show them they 
are making unnecessary expenditures. That is a delicate matter as 
we do not want to enter into administration. But by pointing to re- 
sults, and bringing to them the features of better accounting and related 
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practices in other agencies, we can get them cost conscious and help 
them get their expenses under control—not only legal control, but to 
use their systems to help them manage their business. 

Mr. Sipney R. Yates. Are you in a position to advise the Bureau 
of the Budget when they should look after the needs of a business? 

Mr. Weirze.. We are not in the budget business. We do make 
information available to the Bureau of the Budget. We did in the 
case of the Maritime Commission. The Bureau of the Budget worked 
closely with us and we wound up with the Commission’s accounting 
activity getting along with 100 less instead of 150 more employees as 
they had requested. It was a net reduction of 250 in the budget. 

Mr. Sipney R. Yates. Wouldn’t that seem to be a radical opera- 
tion if you discovered such examples of waste in Government depart- 
ments as you progressed, and the Bureau of the Budget has the power 
to recapture funds? Why should it not be logical to you to make 
these recommendations to the Bureau of the Budget so the funds 
could be recaptured? 

Mr. Weirzet. We work very much on a day-to-day basis with 
them, under the joint accounting program. When we were working 
with the Bureau of Reclamation in the development of their new 
accounting system we had a Bureau of the Budget man with us in 
the field and whatever he found he was at liberty to use for budget 
purposes. All of that information cannot and does not need to be 
made available formally. We have furnished to this committee in 
the past hundreds of reports of waste and extravagance. We are 
required by law to service this committee and others. We have 
worked informally with the committee staff and used our experts to 
help other Government agencies. 

Mr. Sipney R. Yates. Do you have a fixed staff in different 
agencies on a year-to-year basis to familiarize themselves with the 
working of the agencies? 

Mr. Werrzet. In some cases we do; in the Corporation Audits 
Division, we have had to shift them from time to time. But we try 
to leave them there long enough to learn what is going on and to 
avoid having to learn over again every time they make an audit. 

Mr. Sipnrey R. Yates. You have people in the agencies during the 
entire year? 

Mr. Weirze.. Not always on a continuing basis. Sometimes we 
will, as in the Maritime Commission. We have had them there ever 
since I can remember. We have less than we had 2 years ago. In 
other places where we are making comprehensive audits we will have 
a staff in the agency. We have a permanent staff in the field at some 
locations where they are working on Army contracts. In St. Louis 
we work side by side with the Army every day. In Cleveland the 
same holds true of the Navy. The same thing happens in the case 
of the Post Office Department. 

Mr. Stpney R. Yates. One of the recommendations of the Hoover 
Commission was the establishment of a professional staff for the 
Appropriations Committee. That is not in existence. The reason 
for my question is, you are performing somewhat the same function. 
Isn’t that somewhat true? 

Mr. Wertrze.. We are required by law to perform that function 
and to some modest degree I think we have done it. We are required 
to serve the Appropriations Committees the Expenditures Com- 
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mittees, the Ways and Means Committee, and the Finance Com- 
mittee in the Senate. We have our people up here all the time, not 
only at this committee but at the legislative committees. We have 
had our people assigned to your investigating staff to work with your 
able chief investigator on a borrowing basis. We have furnished our 
people to work with that staff. 

Mr. Tuomas. Mr. Yates, and gentlemen, thank you very much. 
You have made a very clear-cut presentation and you are always 
very frank and honest and genuine and sincere with the committee. 
You have all done a consistently good job and Congress realizes it 
and as it has just been said, you render an outstanding service not 
only to the country but to the Congress and various committees. 

This committee has called on you half a dozen different times this 
year and we will call on you again in about a week. We thank you 
very much. Good luck and good wishes. 

Mr. Frank L. Yates. Thank you, Mr. Chairman. 


Wepnespay; Marcu 21, 1951. 


BUREAU OF THE BUDGET 


WITNESSES 


F. J. LAWTON, DIRECTOR 

ELMER B. STAATS, ASSISTANT DIRECTOR 

CHARLES B. STAUFFACHER, EXECUTIVE ASSISTANT DIRECTOR 
HARVEY SHERMAN, BUDGET AND PLANNING OFFICER 


SALARIES AND EXPENSES 


Funds available for obligation 





1950 actual | 1951 estimate | 1952 estimate 





DIRECT ORLIGATIONS 


RrOTaees Or GRUMIED «<5. nn aki cvcecineccepnowtcessenss , $3, 447, 000 
Unobligated balance, estimated savings 
Savings under sec. 1214 





SE NE, on co dcnntddumenscbhancatenes 3, 362, 000 
REIMRURSABLE ORLIGATIONS 


Reimbursements for services performed 25, 000 





Total obligations 3, 387, 000 
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Obligations by activities 





Description 1950 actual | 1951 estimate | 1952 estimate 





DIRECT OBLIGATIONS 
. Estimates 
. Fiseal analysis 
. Administrative management 
. Statistical standards 
. Legislative reference 
. Field service activities 
. Administration 


Total direct obligations 


$1, 439, 369 $1, 517, 200 $1, 542, 300 
268, 312 284, 100 300, 100 
494, 600 517, 500 
363, 800 386, 800 
129, 800 132, 200 
198, 900 198, 700 
373, 600 369, 400 








3, 362, 000 | 





REIMBURSABLE OBLIGATIONS 
. Estimates 
. Administrative management 
. Legislative reference 
. Administration 


3, 000 


7,065 
31, 77 
"8,328, 381 














Total reimbursable obligations 





Total obligations 3,387,000 | 3, 472, 000 





Obligations by objects 





Object classification 1950 actual | 1951 estimate | 1952 estimate 





SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees-___...-....-...-.-- PS ea 


531 
9 
508 





Personal service obligations: 


Permanent positions 

Part-time and temporary positions 

Regular pay in excess of 52-week base 

FOTOS GUOTS WENO TONED. ooo nnn eck s nonce ane 
Payments to other agencies for reimbursable details 


Total personal services obligations 
DIRECT OBLIGATIONS 


ES IE IES OPO AEE © NOR LCE NSE Siete let EE 
Travel 

Transportation of things 

Communication services 

Printing and reproduction 

Other contractual services 

Services per formed by other agencies 

Supplies and materials 

Equipment 

Taxes and assessments 


Total direct obligations 


REIMBURSABLE OBLIGATIONS 


$2, 939, 149 
40, 088 

11, 303 

6, 739 

3, 419 





3, 000, 698 











3, 362, 000 





25, 000 











3, 387, 000 
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Mr. Tuomas. Will the committee please come to order. We have 
with us this morning the Bureau of the Budget, and it is nice to see our 
distinguished friends, Mr. Lawton, the Director; Mr. Staats, the 
Assistant Director; Mr. Stauffacher, the Executive Assistant Direc- 
tor; and Mr. Sherman, the Budget and Planning Officer. 

Mr. Director, if you ‘have a statement for us we will be delighted to 
listen to it, as long or as short as you want to make it. 











GENERAL STATEMENT 





Mr. Lawton. Mr. Chairman, I have a brief statement that I would 
like to make. I do not want to repeat the detailed justifications that 
we have submitted to the committee, but I do want to talk about 
some of the effects which the national emergency has had on the work 
of the Bureau. 








1952 APPROPRIATION REQUEST 











We are requesting for 1952 an appropriation of $3,447,000. This 
amount would enable us to continue operations at approximately our 
current strength. We are planning to maintain the Bureau at its 
present size, even though the national emergency inevitably means 
larger budgets to review and administer, more urgent and more com- 
plex organization and management problems to deal with, and a 
tremendous increase in the number of statistical report forms to be 
reviewed and the number of legislative items to be handled. 











EMERGENCY ACTIVITIES 







The emergency has laid a heavy burden on the examining staff of 
our Estimates Division, and the fiscal staff of our Fiscal Analysis 
Division. We must review the budgets of many new agencies created 
under emergency legislation enacted at the last session of Congress. 
We must review and re-review budgets that total in the 90 billions of 
appropriations rather than in the 40 billions. And in the review of 
these budgets, we are faced not only with dollar problems, but also 
with many complicated problems of interagency relations, fiscal policy, 
and major program issues arising out of rapidly changing conditions. 

While we have attempted to shift our budget staff from regular to 
emergency programs wherever possible, a wholesale adjustment in 
personnel is not feasible. Iam sure you will agree that it is precisely 
in times like the present that the closest scrutiny must be given to 
long established programs in order to insure that they are kept to an 
absolute minimum. I cannot remember a year, for example, when we 
have had to spend more time than we have this past year in reviewing 
budget decisions on public works items to insure that those necessary 
for defense were included in the budget, while those which did not 
meet criteria established by the President and the Congress were 
deferred or curtailed. 

I would like also to point out that we have a very small number of 
staff members covering the budgets of the various agencies. We have, 
for example, only three examiners working on the budget of the 
Atomic Energy Commission and only five examiners on Veterans’ 
Administration programs other than hospitals. 
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NEW POSITIONS REQUESTED, 1952 


In spite of the additional workload about which I have spoken, and 
the limited staff we now have to handle budget matters, our 1952 
request contemplates a net addition of only two positions in our 
Estimates Division, and no change in our Fiscal Analysis Division. 

Turning to our work on Government organization and management, 
I think that it is fairly obvious that the current emergency period has 
meant, and will continue to mean, far more work for us than we have 
had in recent years. This impact falls primarily on our Administra- 
tive Management Division and field service, but also affects other 
parts of the Bureau. 


ESTABLISHMENT OF DEFENSE OFFICES 


A principal concern to the Bureau in this area over the past 9 
months has been the establishment of the structure for defense 
mobilization—the creation of such agencies as the Office of Defense 
Mobilization, the Defense Production Administration, the Economic 
Stabilization Agency, the National Production Authority, and similar 
organizations. This does not mean merely the preparation of paper 
plans. The Bureau also helps to get the new agencies started and sees 
that their work is properly coordinated with that of other agencies. 
As a part of this early assistance, we have in a number of cases loaned 
some of our most experienced personnel to new agencies to help get 
them under way. Our field offices have also spent considerable time 
helping these emergency agencies get organized in the field. 

We have devoted in the Director’s Office quite a bit of time to work- 
ing with Mr. Wilson’s organization, particularly with General Clay in 
the relationship between ODM and the other agencies in the produc- 
tion field. 


WORK IN INTERNATIONAL FIELD 


Another area which has required considerable work is the interna- 
tional field, which involves many complex organization problems. 
We have devoted particular attention to operating relationships 
between the State Department and the Economic Cooperation Ad- 
ministration, and to the problems involved in United States participa- 
tion in the North Atlantic Treaty Organization and its subsidiary 
organizations. Other related problems in the international! field are 
now requiring substantial time from our Administrative Management 
staff and other parts of the Bureau. One of these problems deals 
with the Government’s foreign economic programs such as foreign 
loans and foreign procurement. 


MILITARY SUPPLY AND PROCUREMENT 


The establishment of the emergency agencies and the analysis of 
our participation in international activities are the two most pressing 
organizational problems we face today. There are other important 
areas, however, which require continuing attention because of their 
importance to the defense effort. Two examples of these are the fol- 
lowing: 





SS ae Heats em aan Tics ec taste see PES ges APES ea ae 


1514 


Military supply and procurement. We are giving more concen- 
trated attention to this problem in our Administrative Management 
and Estimates Divisions and our field service. The program of our 
General Services Group is being shifted so that increased emphasis 
will be given to problems involved in the management of the supply 
operations of the Defense Department. 


GOVERNMENT'S JOINT ACCOUNTING PROGRAM 


The joint accounting program in which we are engaged with the 
pre Accounting Office and the Treasury Department. This 
program has produced highly significant improvements over the past 
few years. It is of utmost importance that it be continued so that we 
can have adequate accounting control during this period of large . 
Government expenditures. 


STATISTICAL COORDINATING ACTIVITIES 


The statistical coordinating activities of the Bureau are based 
primarily on the Federal Reports Act of 1942. As you gentlemen no 
doubt remember, this Act was passed early in World War II to relieve 
the businessman and the general public from the burden of answering 
unnecessary questionnaires and forms. This act required the Bureau 
to review Government forms so as to keep them to a minimum and 
insure that they were as simple as possible. The requirements of 
emergency mobilization and economic stabilization have brought a 
sharp increase in the number of report forms going to the public. 
The number of review actions per month, which averaged about 225 
in the years before the invasion of Korea, increased to an average of 
nearly 270 in the last 6 months of 1950, to 310 in January 1951, and 
to over 330 in February—a percentage increase of over 50 percent 
from the first 2 months in 1950. On the basis of experience in World 
War II, further substantial increases in this workload can be expected. 

I am sure that the business community will agree with me that the 
problem of a deluge of Government forms and questionnaires has been 
handled much more effectively in this current period than in the early 
days of World War II as a result of the practices we have established in 
cooperation with our business and labor advisory councils. 

In addition to the increase in the number of review actions required, 
the work of our Statistical Standards Division has been further 
increased by the problem of insuring security of statistical information, 
assigned to us by the President, and by new problems required in 
coordinating the statistical activities of the new agencies among them- 
selves and with existing agencies. 

Because of these additional burdens, we are requesting the addition 
of two professional staff members to our Statistical Standards Division. 
This is indeed a small increase in comparison with the greater work- 
load to be handled. 


LEGISLATIVE REFERENCE PROGRAM 


With respect to the Bureau’s legislative reference function, there 
has been a tremendous increase in workload since the current emer- 
gency period began. During the first 24% months of this session of 
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Congress, for example, the Bureau received from committees and 
individual Members of Congress as many requests for its views on 
pending legislation as it received during the entire Kightieth Congress. 
If the present rate continues, congressional requests for views in the 
first 6 months of this year will nearly equal the total received during 
both sessions of the Eighty-first Congress. 

Workload figures on congressional requests for views are not the only 
index to the increased workload. There has also been substantial 
increases in the number of proposed reports submitted by the various 
agencies for clearance and coordination within the executive branch. 
At the same time, it has been necessary for the Bureau to adjust its 
clearance procedures to meet the special urgency attached to many 
pieces of legislation now before Congress or proposed almost daily by 
the executive agencies. 

We have been attempting to meet this increased workload by adjust- 
ing our internal procedures and by adopting administrative short cuts 
wherever coals. But we do have a backlog and we are getting 
constant pressure from the committees as well as criticism. 

Increasing time is being required for assistance which the Bureau 
gives congressional committees. Our work with the House Veterans’ 
Affairs Committee on the problem of national service life insurance is 
one instance; our work with a subcommittee of the House Expenditures 
Committee on problems of surplus property disposal, cataloging, and 
military property management is another. 

Much of our work, I might point out, originates with the committees 
or with individual Members of Congress. I personally, and the staff 
of the Bureau, have spent considerable time over the past few months, 
for example, in preparing testimony for such committees as the Joint 
Economic Committee, the Ways and Means Committee, and the Ex- 
penditures Committees. This testimony frequently results in requests 
for information which take a great amount of time to prepare, such as 
a complete analysis of the extent to which expenditures in the 1952 
budget are controllable by various means, and a survey of the impact 
on the budget of laws passed by the Eightieth and Eighty-first Con- 
gresses, prepared for the Joint Economic Committee. 

In addition, many of our major projects originate with a congres- 
sional request. The study of accounting support to agency budgets, 
for example, was made at the request of the chairman of the House 
Appropriations Committee. Another example is our study of fees 
charged for Government services, undertaken partly because of the 
interest of the Ways and Means Committee and the Senate Expendi- 
tures Committee. ; 


REQUESTED INCREASE FOR PRINTING, 1952 


In summary, we are requesting for 1952 the same amount of money 
as was appropriated for 1951, except that we are asking for an addi- 
tional $35,000 to defray the cost of ee vay detailed green sheets 


as required by the Budget and Accounting Procedures Act of 1950. 
Before concluding, I would like to say that I have been with the 
Bureau of the Budget for many years, but at no time has the volume 
or pressure of work been equal to the last 9 months. Compared to 
the job to be done, the number of positions requested is small, perhaps 
too small. I have followed the principle that the Bureau should 
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continue as a small organization, with a highly trained and highly 
competent staff. Actually, if the staff did not spend a great deal of 
time on the job outside of regular hours we would not get our job done. 
I would welcome any questions you might have. Thank you. 
Mr. Tuomas. That is a very nice statement, Mr. Director, and we 
greatly appreciate it. 










CoMPARISON OF APPROPRIATIONS, 1950-1952 





At this point in the record we will insert page 2 of the justifications. 
(The matter referred to is as follows:) 






Comparison with 1950 and 1951 














Total 


», iti > 
appropriation | Positions 
















i $3, 300, 000 
I SARL CLG AGL SS PEN OR NRE ES RERED PRES SS TIES At ae 13, 412, 000 534 
A dd acted kn th iain 6 in que plaalar lite kepetn scale paren ph wciciachig hye aes eata he ts ne 3, 447, 000 y 

























1 Before $50,000 sec. 1214 reserve. 





The increase in requested funds for 1952 over 1951 will permit a small increase 
in man-years and cover the cost of periodic within-grede promotions and the 
extra day in 1952. 







BUREAU STAFF 


Proposed Bureau staff, showing positions by organization unit, are as follows: 












































Positions 
Division 
1950 1951 | 1952 

Ea Teil iS Uae Saag Sey Te: ee raced Sew ten omens Wy 208 210 212 
en ea ee ok eee a 51 bl 51 
Administrative Management... ..........-.....-..--..------ 81 85 73 
SE OUR eke ob esac a cnendebadhwndacestanadeanck 54 54 56 
SRR SRS eee 22 23 23 
ho cl gee oe Ee Blithe $f RO Seat AEE th OR 28 28 28 

Director’s Office (including executive direction and all admin- | 
ND cd dans Goltesadinmnduiniobdsietesaiienddalee 87 83 | 79 

Pah aky dd ance sonls cuuicecs ba cenbiet thle debuaep coed 534 | 











NUMBER OF POSITIONS 








Mr. TxHomas. That shows 522 positions for 1952 against 534 for 
1951, which must be a little bit inaccurate some place because your 
salaries for 1952 exceed 1951 by $88,000, and that increase cannot be 
all attributed to in-grade promotions. You want two additional jobs 
I find some place in the budget, so your positions for 1952 must be in 
the neighborhood of 524 rather than 522; is that correct? 

Mr. Lawton. Actually, sir, it is by reason of the fact that we 
anticipate keeping those positions filled at a higher rate. The 
average employment is 8.3 higher in 1952 than 1951. 

Mr. Tuomas. 8.3 higher? 

Mr. Lawron. 8.3 positions higher. 

Mr. Tuomas. 8.3 positions. 
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Mr. Lawton. We have 522 positions, and we estimate that the 
equivalent of about 15 of those positions will be vacant on the average 
during the year because of turn-over, so that we will have 507 people 
on the roll on the average every day in the year, whereas in 1951 that 
average is 498.7 positions. 





















FUNDS RESERVED, 1951 


_Mr. Tuomas. I want to compliment you here for your action under 
section 1214 of last year’s Independent Offices Appropriation Act, 
whereby you impounded $50,000 of your own funds. 

Your request is divided into some half dozen main functions: 
Estimates, fiscal analysis, administrative management, statistical 
standards, legislative reference, and field service. 


FIELD SERVICE 







In the field you have four offices. You have 21 jobs for 1951, and 
you want to build the field up to 23 positions for 1952, is that correct? 
Mr. AnpreEws. It is 28, is it not? 
Mr. Lawron. It is 28 for both years in the field. 
Mr. Tuomas. There is no increase for 1952? 
Mr. Lawron. No, sir; there is no increase for 1952 in the field 
service. 
ACTIVITIES 





OF BUDGET BUREAU 














Mr. Toomas. We will put pages 3, 4, and 5 in the record at this 
point, which gives us a general synposis of the activities of the Divi- 
sions of Estimates, Fiscal Analysis, Administrative Management, 
Statistical Standards, Legislative Reference, and the field service 
activities. 

(The matter referred to is as follows:) 


ESTIMATES 







The Division of Estimates takes the lead within the Bureau for the preparation 
and administration of the budget, although all other divisions, particularly the 
Division of Fiscal Analysis, directly participate. The principal objectives of the 
Division during 1952 will be to give more careful review to the expenditures 
involved in the rapidly expanding national security program, while at the same 
time keeping nondefense expenditures under close scrutiny in order to hold them 
to a minimum; to improve budget formulation and execution, with emphasis on 
improving accounting support for activity breakdowns, simplifying appropriation 
structure, and preventing deficiencies; and to improve expenditure forecasting. 

The principal continuing tasks of the Division will be to advise the President 
on tentative budget planning figures, review agency programs and operations, 
prepare budget estimates (regular and supplemental) for the President, approve 
quarterly apportionment of funds, analyze agency financial reports, analyze the 
budgetary aspects of proposed and pending legislation, assist the Division of 
Administrative Management in improving agency management, and improve 
the budget process. 





















FISCAL ANALYSIS 





A budget as large and complex as that of the United States Government 
requires special attention to the relations between budget expenditures and the 
Nation’s economy, and to balance and consistency among Government programs. 
The Division of Fiscal Analysis takes the lead within the Bureau on these ques- 
tions. Its principal tasks include the review and analysis of Government pro- 
grams, with special reference to their fiscal and budgetary aspects, to make sure 
that they are consistent and properly interrelated; the preparation of parts of the 
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budget document (e. g., budget message) and other budgetary reports (e. g., 
budget in brief); the improvement of the budget process in cooperation with 
other divisions; and the review of the fiscal and program implications of proposed 
and pending legislation. 

Principal objectives of the division in 1952 will be to give increased attention 
to interagency policy and program coordination in national security programs, 
and to complete or make substantial progress on a number of important special 
ar anacy These projects include the development of proposed legislation on 

ederal real estate payments, the formulation of recommendations with respect 
to current policies and practices of different agencies in charging the public for 
various special s>rvices, and the analysis of the relationships between veterans 
benefits and general systems of benefits such as old-age and survivors insurance. 


ADMINISTRATIVE MANAGEMENT 


The Division of Administrative Management takes the lead within the Bureau 
for assisting in the improvement of the organization and management of the 
executive branch of the Federal Government as a whole and of the individual 
departments and agencies. The current period of national emergency makes it 
especially important that our Government programs be conducted with a maxi- 
mum of effectiveness and a minimum of waste. 

The principal objectives of the Division in 1952 will be to develop and strengthen 
executive branch structure in order to achieve effective defense mobilization and 
international security; to continue the program to improve budgeting and ac- 
counting in cooperation with the General + ile Office and the Treasury 
Department; and to achieve on-the-site management appraisal coverage of all 
agencies of major significance in the defense effort. To carry out these objectives, 
the Division will continue its three-fold approach of improving Government 
organizations, improving Government-wide procedures, and assisting the agencies 
to improve their operations. 


STATISTICAL STANDARDS 


The Division of Statistical Standards takes the lead within the Bureau for 
coordinating and improving the information-gathering and statistical activities 
of all Federal agencies. During 1952, its principal objectives will be to give 
priority to coordinating the information-gathering activities of the emergency 
agencies; to develop and carry out plans for assuring security of statistical in- 
formation; to improve the consolidated budget of major Federal statistical pro- 
grams; to give increased attention to coordinating statistical prjoects in the point 
4 program; and to develop unit costs for statistical activities. 

he principal continuing tasks of the Division include review and clearance of 
report forms used in collecting information so as to minimize the burden on pri- 
vate business and the public; review of statistical activities in various subject- 
matter areas so as to eliminate waste and duplication in the statistical activities 
of different agencies, insure consistency in related statistics, and eliminate gaps 
in needed data; improvement of statistical methods and techniques; and coordi- 
nation of Federal statistical programs with the requirements of international 
organizations. 

LEGISLATIVE REFERENCE 


The President has delegated to the Bureau of the Budget the task of obtaining 
for him the views of agencies and departments on proposed legislation, pending 
bills, enrolled bills, Executive orders and proclamations; and has also delegated 
to the Bureau the responsibility for communicating his position on these matters 
to the agencies for their guidance and to the Congress for its information. Within 
the Bureau, the Division of Legislative Reference takes the lead in this activity, 
although all parts of the Bureau actively contribute. The workload in this 
activity has increased markedly in recent years, as shown in the detailed justifica- 
tion. and can be expected to increase further during the period of national 
emergency. 

During 1952, attention will be concentrated on reviewing legislation affecting 
the national security, developing methods for reducing the time required for execu- 
tive branch reporting to the Congress on pending legislation, achieving earlier 
handling of agency legislative proposals, and obtaining better data on the cost of 
legislative proposals. 
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FIELD SERVICE 


The Bureau now has four small field offices in western and midwestern cities 
where Federal field activity is concentrated. These cities are Chicago, Dallas, 
Denver, and San Francisco. The Bureau field offices contribute to carrying out 
all principal Bureau activities, with emphasis on the preparation and administra- 
tion of the budget and the improvement of Government organization and manage- 
ment. They supply information on operations and programs of Federal agencies 
in the field, investigate field problems, promote economies and improved manage- 
ment in field operations, encourage improved interagency working relationships in 
the field, and work with State and local governments on Federal problems of 
concern to them. 

During 1952, Bureau field offices will concentrate their attention on problems 
arising out of the expanding defense program. They will inspect defense con- 
struction, production, and procurement programs; assist new emergency agencies 
to get organized in. the field; assist the Department of Defense in improving its 
operations; analyze problems involved in achieving effective civil defense; and 
identify programs ana activities which should be reexamined or reduced during 
the emergency period. 


OFFICE OF THE DIRECTOR 


The Office of the Director provides executive direction and leadership for the 
Bureau, and, in addition, furnishes the Bureau with its administrative services. 
Administrative services are centralized within the Bureau to save money and to 
relieve professional staff of clerical, routine and service functions. Over the past 
three years, the total number of personnel in the Office of the Director and the 
proportion of expenditures going into administrative costs have been steadily 
reduced. 

OBLIGATIONS BY OBJECTS 


Funds requested for objects of expenditure other than personal services in 
1952 come to $3,000 less than for estimated obligations in 1951. This reduction 
is due primarily to the elimination of the surcharge for items purchased from the 
General Services Administration plus a conscious effort by the Bureau to conserve 
supplies. The increase in both these years over actual obligations in 1950 is due 
to the requirement for printing detailed green sheets. 


OBLIGATIONS BY OBJECTS 


Mr. Tuomas. We will also insert at this point in the record page 6. 
(The matter referred to is as follows:) 


Funds available for obligation 





Estimate Estimate 
1951 1952 





Personal services $3, 147, 500 
Travel 70, 
Transportation of things s 2, 000 
Communication services 38, 000 
Printing and reproduction 5, 145, 000 
Other contractual services , 000 
Supplies and materials , 18, 000 
Equipment . | 9, 000 | 
Taxes and assessments | 1, 500 














3, 472, 000 
— 25, 000 





3, 447, 000 








1 $50,000 less than appropriation due to sec. 1214 reserve. 


Mr. Tuomas. This shows an increase of $88,000 in salaries over 
1951, which makes the total of salaries for 1952 $3,147,500, and an 
over-all increase for salaries and other objects of $85,000. 
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TAXES AND ASSESSMENTS 


The other main increase is the taxes and assessments item here. 
We will ask you to explain that in a minute. What is that item of 
taxes and assessements here? 

Mr. Lawton. That is the social-security tax which is in lieu of the 
retirement fund for those persons who are employed on a temporary 
or indefinite basis. 

Mr. Tuomas. How many of those people do you have in your 
organization? 

dr. Lawton. Thirty at the moment. 
Mr. Tuomas. That is the 2-percent tax? 
Mr. Lawton. It is the employer’s contribution of 1% percent. 


PRINTING AND REPRODUCTION 


Mr. Tuomas. For travel you have $70,000; communication services, 
$38,000; and printing and binding, $145,000. What is your workload 
in printing and binding? 
ras — Primarily it is the budget document, and the budget 
in brief. 

Mr. THomas. How much does that document cost you a year? 

Mr. SHerMaNn. The main budget document comes to about $90,000 
this year. 

Mr. THomas. And the remainder of the $55,000 is for what? 

Mr. SHerRMAN. The appendix to the budget, that is the detail of 
personal services, which amounts to about $30,000 so far. There 
will be some more coming up. The budget in brief costs about 
$1,500, the budget message about $2,000, and the remainder goes 
for revisions to our budget circulars, printed forms and stationery, 
binding and duplicating. 

Mr. Tuomas. Do you have to print all of the green sheets separately 
for all the agencies. 

Mr. Lawron. Yes, sir. We have to print them as to the budget 
itself. As to the supplemental requests they are not all printed, but 
submitted separately. 

Mr. Tuomas. Do the agencies do their own printing in that regard? 

Mr. Lawton. They use either mimeographing or multilithing, but 
as to the budget itself we are required to have the green sheets 
printed to accompany the budget. They all have to come through 
our office. 

We do anticipate that there will be further cost over the $30,000 
that we have spent so far for this purpose by reason of the green 
sheets for the Department of Defense. 


GOVERNMENT EMPLOYMENT 


Mr. Tuomas. The committee is interested, among other things in 
the question of employment in the various agencies. We went into 
this with you last year and the then Director, Mr. Pace. We went 
into the staffing of the agencies, and that is a very important point 
in two regards this year for the simple reason that you are not only 
dealing with the staffing of these agencies which have been in existence, 
but as you very amply and well pointed out in your statement, the 
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creation, and, therefore, the staffing of new wartime agencies. Which 
one of your divisions handles this, is it the Fiscal Analysis Division? 

Mr. Lawton. No; it would be both the Estimates Division and the 
Administrative Management Division. 


STANDARDS FOR STAFFING NEW AGENCIES 











Mr. Tuomas. How much time do you give to the staffing, say, of 
a new agency which is just coming into existence, and what is your 
# routine in staffing it and laying down the standards, and what is your 


’ yardstick, Mr. Lawton, in that respect? 5 
5 Mr. Lawron. In the establishment of a new agency we first look 
q into the functions which are to be performed by that agency, and 


the areas in which those functions are to be performed, whether 
Washington or the field. Of course, the top structure of an agency 
; is quite frequently set forth in the act itself. 

Mr. Tuomas. That is something that you cannot do anything 
about? 

Mr. Lawron. In several of the recent acts there have been pro- 
visions for a grade structure which is over and above the normal 
structure, grades 1 through 15. In other words, there is provision 
for super-grades in several of the acts, the Defense Production Act, 
the Civil Defense Act, and a number of others. 

We attempt to determine the amount of money necessary rather 
than the detailed numbers of persons. 

Mr. Tuomas. Of course, if there is a provision in the act setting 
forth the size of the Commission, the grades, and so forth, there is not 
anything you can do about it. The question is on those nonstatutory 
jobs what your yardstick is. How do you arrive at an idea of what 
q should be provided? The consistent observation of this committee 
is that in the case of each and every new agency that comes in here— 
and we have had a good many of them in here in the last several 
years—we cut their personnel staff anywhere from 15 to 25 percent. 
They get started and never realize it. It does not slow them up at 
all, but, if anything, it helps them a little bit. 

: Mr. Lawron. Taking specific examples of the ones started recently, 
we have been guided, in part, by World War II experience with 
respect to such agencies as the Defense Production Administration, 
the National Production Authority, and the Federal Civil Defense 
: Administration. From that experience, we have an estimate of the 
E number of people generally that it takes to cover a controlled-materials 
plan, for instance, or a price-control plan or some of the activities that 

the current Civil Defense agency is engaged in. Determinations are 
4 usually based on that experience, with due allowance being made for 
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; the fact that we are not in the total-mobilization situation now that 
4 we were in then. We know the types of activities in which these 
q agencies will be engaged. We know that there will be industrial 


divisions in NPA—that is, the National Production Authority—and 
the Defense Production Administration that are geared to the 
major industries in which they are controlling materials. 

The question of the amount of staff is largely based on that 
experience and on the estimated volume of work to be performed. 
We do not attempt to classify individual positions. That is a job that 
the Civil Service Commission has to do. The only way in which we 
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enter into that problem is that we make certain recommendations to 


‘the President as to limits on the number of supergrades. 


Mr. Txomas. If I may interrupt, here comes a new agency over to 
the budget. They submit their budget to you. Now, in the first 
place it is so many dollars, and you go right through the regular pro- 
cedure asking what are you going to use this money for, and how 
many jobs do you have set up. You do not go into specifications of 
the various jobs, as I assume that is beyond your purview; and, in 
the final met wees] it is so many dollars if it is purely a service agency 
where there are no grants or subsidies set up. It is purely presonal 
services, and there it is. 

Take for instance, one commission which was set up as a new agency 
a few years ago. If my memory serves me correctly, you had allowed 
funds for about 18 or 20 jobs. We cut that number of jobs down to 
12 or 13, and every year they came back satisfied, and they were doing 
their work. Maybe they wanted an increase of one job this year, 
which they did not get. They are doing their work, and there is a 
statutory period where they will have to wind up. Apparently they 
are very well satisfied. How can your agency apparently miss by 25 
or 33 percent in staffing? The fountainhead of overstaffing, it seems 
to me, lies right in the Bureau of the Budget. 

Mr. Lawron. The reason for the original staffing was based on the 
number of cases to be handled under the proposal they had for 
handling them. There were 103 contract claims. 

Mr. THomas. You are thinking about another commission. 

Mr. Lawton. The Commission to which you refer is a relatively 
small organization. A large share of its funds are taken up with the 
salaries of the three statutory Commissioners, and the clerk, which is 
statutory. 

The volume of claims that were available to go before that Com- 
mission ran up into hundreds of millions of dollars. The question to 
guess was how many of those claims would be filed, and what the 
workload would be. That was governed by the question of the people 
themselves filing claims, or the attorneys for the people filing them. 
The whole question of judgment of amount of staff was based on a 
guess as to how many dois would be filed. 

Mr. Tuomas. The number was not any larger than anyone antici- 
pated. I think the outside liability is about $1,500,000,000 in claims— 
that is, the dollar value—but the actual number has been smaller 
than you anticipated. That is just a typical example. You are always 
too generous. It seems to me the more businesslike approach to this 
would be to hold these new agencies right down to the barest minimum. 
Let them find out what they can do, and how they can do it, and what 
the exact workload is, and then turn it over to the various committees 
of Congress to set it up. If you are going to err, it looks like to me you 
ought to err on the side of ultraconservatism in getting started, and 
then if there is an error in judgment, which is bound to be predicated 
largely on the exact workload, then bring it to the congressional com- 
mittees to set it up. It seems to me that would be a better business 
method to follow in these things, because it is always harder to decrease 
than it is to increase, and no one knows that better than you do. 

Mr. Lawton. I know that. 

Mr. Tuomas. It is very simple to increase any of these agencies, 
but it is sometimes very difficult when they have a nice staff and well- 
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trained budget people who are loyal to their agency—and that is very 
commendable—and particularly where they consider it to be a part 
of their job to get as many dollars with which to operate their agency 
as it is possible to get—and you cannot very well blame them for that; 
they are trying to do their job and do it well—but in such cases it is 
very difficult to decrease. 

Off the record. 

(Discussion off the record.) 

Mr. Lawton. Since last September, appropriations were reduced 
at the direction of Congress by over $550,000,000. 


OVERSTAFFING IN AGENCIES 


Mr. ANprews. Was there other overstafling? 

Mr. Lawton. We do not make a consistent continuous, check of 
the amount of staff in all of the agencies. We do not have a sufficient 
number of people with which to do that throughout the country. 

Mr. AnprEws. Do you not have some agency of the Government 
which makes those checks? 

Mr. Yates. Why could it not be the staff of the Appropriations 
Committee? 

Mr. Lawron. Well, I think you had better prepare in that case 
to establish a sizable agency if you mean that an analysis of the staffs 
of all agencies will be made, because, for one reason, 90 percent of 
the Federal personnel are in the field, outside of Washington. There 
are inspection services of various sorts in different agencies; for ex- 
ample, in the postal service, in the military service, and in several of 
the other agencies of the Government. 

Mr. Yates. Taking the military, what does the military do to 
check to see whether it is overstaffing? Does it have a supervisory 
force for that purpose? 

Mr. Lawron. Each military department has an inspection force in 
the Inspector General’s Office, each has special groups such as a 
Comptroller’s Office that look into problems of staffing, and they 
have also hired groups of management consultants and others. In 
one case, the Budget Bureau and the Corps of Engineers together 
made a survey of the Engineers’ operations, as a result of which the 
amount of staff, the inventories, and the operating expenses were 
reduced. 

Mr. Yates. When was this, Mr. Lawton? 

Mr. Lawton. We started about 2 years ago, and we wound up 
about a year ago. 

Mr. Yates. Then it is not done on a continuous basis? 

Mr. Lawron. No; it is not done on a continuous basis, and there 
is a question in my mind whether you could make it pay off on a cur- 
rent day-to-day basis. 

Mr. AnprEws. We hear from many sources that there is much 
idleness in many of these Government,agencies, and that many of 
them are overstaffed. : 

Mr. Lawron. Well, I have heard comments of that sort, and yet 
we find in many cases that backlogs are piling up. This may be partly 
due to inability or inefficiency of personnel, but I think that this is 
true to a very minor degree. I think that a good many agencies are 
not staffed sufficiently to take care of the current workload that they 
have. 
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INEFFICIENT EMPLOYEES IN AGENCIES 


Mr. ANpREws. We hear from many agency heads that they have 
many inefficient employees that they have trouble getting rid of on 
account of civil-service regulations. Can you tell us anything about 
that? 

Mr. Lawton. Well, I think that part of that is due to an unwilling- 
ness on the part of some of them to take the heat that is necessary 
in eliminating personnel. The Veterans’ Preference Act requires that 
you go through certain procedures. You have to demonstrate the 
fact that a person is inefficient. If it is a civil-service case, you must 
demonstrate it to the extent that you have to show concrete reasons, 
because a person under civil service does have the right to appeal. 
However, if the agency head knows that a person is inefficient, he can 
get separation if he wants to do it. He is frequently subjected to a 
considerable amount of discussion and pressure on him by various 
groups, sometimes by unions, sometimes by veterans’ organizations, 
and sometimes by Congress. 

Mr. AnprEws. What percentage of the Government employees are 
veterans; do you know roughly? 

Mr. Lawton. No; I do not know in detail. 

Mr. Anprews. Is it not a small percentage? 

Mr. Lawton. No; it is a large percentage. 

Mr. Stavurracuer. It is approximately 50 percent. 

Mr. Tuomas. In the Veterans’ Administration it is around 80 
percent to 85 percent. 

Let me finish this record, and then we will go into this in detail, 
gentlemen. 

We certainly do not want to minimize your efforts here, Mr. 
Lawton, because I think the committee generally thinks that you are 
doing a good job, a hard job, but certainly there are two or three 
areas where we think that you can save the taxpayers millions of 
dollars, and that is on the question of staffing. It seems to me 
that you want an increase of two jobs in the Statistical Standards 
Division. If you cut out some of your statistical work, or if the 
agencies cut out some of theirs, and you put some of your men on this 
staffing matter, you would save the taxpayers millions upon millions 
of dollars. 

Now, the new agency that I referred to awhile ago went to the 
Budget, and the Budget allowed them roughly 28 jobs with which to 
get started. 

This committee cut them down to 14, and has held them to that 14, 
and it has not hurt them one iota. That is a pretty generous estimate 
when you give them two jobs for every one they needed. 

Gentlemen, if I may jump to another subject we will get them all 
in the record at this time. 


BUDGET BUREAU STAFFING PATTERNS 


Mr. Lawton. Before you finish that I want to make one comment 
on the staffing problem. 

In the general area of common-type operations, we have adopted 
staffing standards for the executive agencies. For the 1952 budget 
we tightened the ratio for voucher examination by about 10 percent. 
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In other words, we reduced the number of personnel engaged in that 
occupation throughout the agencies of the Government. We also 
raised the standard for payroll, leave, and retirement activities, which 
had the effect of reducing the number of personnel doing that kind 
of work. Savings of millions of dollars in these common service 
activities have been made in the past several years, and these are con- 
tinuing savings that go on this year and next year. 

Mr. Tuomas. Keep up your work, because there is a big field there. 
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ELIMINATION OF DUPLICATE ACTIVITIES IN GOVERNMENT 



































Mr. Puttuies. You were not here last year,’ Mr. Lawton. This 
matter appears on page 1531 of the hearings of last year, and I quote, 
where I ask this question of Mr. Pace: 


rier Reems me eg 
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Mr. Puiuuirs. You have in effect answered a part of my next question, and 
that is, Are you not, in effect, duplicating the work of the GAO? 
Mr. Pace. No, sir. The GAO performs essentially an audit function— 
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§ and so on. 
Now, I turn to page 15 of the justifications for this year and I quote. 
This is Mr. Lawton justifying this: 
Through a cooperative arrangement with the General Accounting Office, 
duplicate reporting requirements which prevailed in the past were abolished. 
Mr. Lawron. That is correct. 
: Mr. Puruurres. A year ago, you did not have duplications, but in 
the intervening years have you abolished them? 
Mr. Lawton. No; you are raising a question on a different phase 
of it. What this relates to is the reporting on the obligations of the 


i agencies, and on apportionments. That is done each month of the 
3 fiscal year. 

F We apportion some appropriations quarterly; others may be quar- 
q terly or annually. The agencies in reporting on their obligations report 
on forms that fit into the budget procedure. One is on an obligational 


basis. The General Accounting Office receives a report from the 
agencies as an aid to audit, which shows a transcript of their books, 
setting out the operations in more detailed form. 

Working with the General Accounting Office and the Treasury, 
through this joint action, we suggested that we make one report do 
the work of two and thus serve the purpose of our office and the purpose 
of the General Accounting Office. 

Mr. Puiuurps. My intention was to express considerable gratifica- 
tion at what you have done. 

Mr. Lawton. I am very glad to hear that, because it has been a 
considerable job. 

LE Mr. Puiiutrs. This committee does not like duplication and is very 
suspicious that many of the agencies last year were duplicating activ- 
ities, and the committee directed attention to the fact that various 
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4 agencies appearing before us justified quite a large request for man- 
q power on the ground that they needed it in the preparation of monthly 
q reports for your agency. 

E Mr. Lawton. You have received a report from us on that subject, 


I believe. 
Mr. Puiuuips. I have not seen it myself. 
Mr. Lawton. It was sent to you on November 24. 
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Mr. Puruurps. The clerk says he has the report; we have it, but I 
have not seen it. I shall check it, because I think there is quite a 
fertile field there for some savings, minor savings. 

Now, Mr. Lawton, Mr. Andrews and Mr. Yates have both followed 
the line of questions that I am very much interested in, as has the 
chairman, off the record. 


OVERSTAFFING IN GOVERNMENT 


I want to suggest that there are many agencies in Government 
that you could look into, and that some of us, by virtue of our contact 
with those agencies, could possibly make some suggestions to you. 
For instance, there is one office to which I sent my administrative 
assistant, which had at least 20 people in it: None of them were 
working, and while it might appear that there was work, perhaps a 
half dozen of them could do the work, and you could ascertain that 
because of your experience along that line. 

There was another case that I have in mind: Mr. Wigglesworth 
and I were in Paris last year. The ECA office had about 500 people 
doing work that could very well have been done by half that number, 
much more efficiently and intelligently, and yet they are asking to 
increase that from 500 to 630. 

My question to you is this: Do you have the facilities and is it 
under your jurisdiction to check on items like that before you send 
the budget request down to us? I realize you may not have people to 
aa to offices abroad, but you can work with people who are in the 

eld. 

Mr. Lawton. We could not have an office abroad, as you suggest. 

Mr. Puruurrs. I understand that. 

Mr. Lawton. We have gone over a good many of these various 
agencies. 

Mr. Puiuuirres. Other people have reported an excess number in 
that particular agency; have they not? 

Mr. Lawron. We have made some changes. We have reduced the 
requests by varying amounts for administrative expenses of the ECA. 

Mr. Puiuurrs. Nevertheless they have increased the request from 
500 in 18 months to 630. 

Mr. Lawron. I do not know to which office you are referring. 

(Off record discussion.) 

Mr. Puiuuips. My criticism is not specifically directed to the ECA, 
but to ask you what you can do in situations like that. 

Mr. Lawton. We can do two things: We can reduce the amount 
of money available in the current fiscal year, and of course we can 
reduce the request for the subsequent year. 

Mr. Puiturps. But you do not do it? 

Mr. Lawton. We do it in a good many cases. We have done it 
in total. I do not know whether I can identify it offhand for that 
particular office. However, we do not maintain an office-by-office 
control over the individual agencies and individual offices. We have 
had people go over seas at various times, and we have not received 
similar reports, Mr. Phillips, to the one you refer to. 

(Off-record discussion. ) 
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REDUCTION OF PERSONNEL AS AN AID TO EFFICIENCY 


Mr. Puiuurps. The chairman gave an example of where this com- 
mittee, without any field work, because it was a small agency and 
we could get a picture of it, was able to cut the budget request in 
half and get better results. 

Here is the case of the Home Loan Bank Board which appeared 
before this committee on March 2 of this year, with Mr. William 
Divers as the witness, and in reply to a question as to whether he had 
had any difficulty with the workload because we had reduced the 
number of personnel, Mr. Divers said in response to a question which 
I had asked him when I thought I could get a testimonial from him 
when I asked him if they had had any particular difficulty in absorbing 
the extra work because of the reduction in force, and his reply was: 

We have not had any particular difficulty. As a matter of fact, the benefits 
from greater efficiency are cumulative; rather than being a handicap they meana 
real help, because every time you cut out an operation you pick up at some other 
place. 

That has been the experience of this committee with various agencies 
and with people who have come down here to work in agencies who 
have had considerable capacity. I have in mind now a man who had 
been employed by a large corporation in California, who came down 
here to work for a short time as Assistant Secretary in one of the de- 
partments. He stated that if he were permitted to reduce their per- 
sonnel about 25 percent he would be able to get more efficiency out 
of the Department. 

Now, the desire of this committee is that the Bureau of the Budget 
do something about that, if it can. I do not know what you can 
do, but if you can I hope you will do something. 

I seem to be doing the testifying here this morning. 

Mr. Couprrr. But you are testifying off the record too often. 


CURTAILMENT OF WORK NOT DIRECTLY RELATED TO DEFENSE 


Mr. Puriuips. On page 1 of the justifications you refer to some 
special problems that have arisen as a result of the defense program 
and point out your dealings with those problems in your own shop— 
by making internal shifts in program and personnel, by suspending or curtailing 
work which is not directly related to defense. 

That is exactly what this subcommittee has been asking every 
agency to try to do. On the other hand most of the agencies which 
come before this committee give the impression that they are attempt- 
ing to add new defense agencies without any rearrangements of their 
regular routine. 

Does your agency, when these other agencies make these necessary 
changes and shifts, make any effort to see that they absorb the new 
work? 

Mr. Lawton. We have certainly made the effort, and in cases where 
they attempt to justify requests for increased funds on defense 
grounds, we make the effort to make sure that the existing staff, 
existing facilities, and existing funds are used to the greatest extent 
possible. 

Mr. Puriuires. Then what you are saying seems to indicate you are 
not very successful. 

Mr. Lawton. I think we have been. 
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TOTAL BUDGET REQUEST 1952 


Mr. Puiturps. You justify the cuts in agency budget requests 
for 1952 in the sum of $3.5 billion, yet the President’s budget, page 
814 if you want to look at it, indicates that you are asking the Congress 
for over $94.4 billion. Now on that basis your reduction was only 
about 3 percent and, in that light, I wonder if you still feel so proud of 
the reduction? 

Mr. Lawton. Well I think that the largest part of that budget was 
the military. ; 

Mr. Puiturps. Alleged military. 

Mr. Lawron. Well, alleged military, at least, to the extent that the 
applications coming to me indicated that it was military. 

Mr. Puituips. The budget contains an item of $247,500 to build a 
chapel at a military installation. That is a cost of $835 per person. 
Do you know how many churches there are in the United States that 
cost that much? 

Mr. Lawron. I do not know. 

Mr. Puruuips. That is listed as a military expenditure, of course. 

Mr. Lawron. That is right. 

Mr. Puruutes. An alleged military? 

Mr. Lawton. Of course, the Public Works program authorization 
is granted by the Military Affairs Committees of the two houses. We 
were holding out on any public works program until they are author- 
ized by the Military Affairs Committees on the basis of authorization 
acts. 

Mr. Sraurracuer. May IT suggest that the amount of reduction 
in agency estimates should not be applied against the $90,000,000,000 
item? ‘That figure does not include any of the reductions that may 
be made in the military estimate to be submitted, and yet the military 
figures make up the bulk of the $90,000,000,000. 

Mr. Puiuures. I think your point is well taken. 

Mr. SravurracueEr. I would like to discuss one other point, and that 
is, as I think Mr. Pace explained to this committee in previous years, 
that we are operating on a budget ceiling procedure whereby in June 
and July, the director transmits to the agencies a target figure deter- 
mined by the President within which we ask them to make their 
budget submissions. So that has to be kept in mind when you are 
considering the gross reductions in agency estimates. 

Mr. Sraats. | think, Mr. Phillips, you have in mind that in the 
$90 billion, there are a great many fixed expenses, such as interest and 
other items over which we have no control. 

Mr. Puixuirs. I read your statement on that, but I am wondering 
whether some of those items are quite as firmly fixed as we think they 
are, before you begin working on the budget. Perhaps legislation 
may be necessary, and legislative steps may have to be taken in order 
to get it down. If you mean that some of those fixed charges require 
action by Congress, which is the case in the reduced budget suggested 
by a very able Senator, but my thought is that many of those items 
are not so firmly fixed that steps could not be taken to lower them. 

Mr. Sraats. Your earlier question, however, was how strict we 
have been watching the agency requests. 

Mr. Puituips. Have you suggested to Congress that some of these 
changes, statutory changes, should be made? 
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Mr. Lawton. No. I might point out that one of the items in 
Senator Byrd’s budget, an item which involved quite a cut, concerned 
grants to States for public assistance. Congress last August by legis- 
lation added 250,000 people to the Old Age Assistance roll, necessarily 
increasing the expenditure for that item. Since the Federal Govern- 
ment matches the State appropriations on a basis of fixed percentages, 
we cannot alter that by budgetary action. 

Mr. Puituirs. As Members of Congress we are constantly doing 
things that’ embarrass us as members of the Committee on Appropri- 
ations. I am having a discussion with my own State at the moment 
on the ground that I want to cut out some of these subventions, be- 
cause the State has at least a $50,000,000 surplus and we have a 
$257,000,000,000 deficit. 

(Off record discussion). 


HOSPITAL COSTS, VETERANS’ ADMINISTRATION 


Mr. Puiuuips. Yesterday we had the Veterans’ Administration up 
here and the chairman queried them at length on the matter of the 
length of time the patients stay in the hospital, and I note in your 
justification that you also touch on that subject somewhere. I think 
it is on page 13. I quote: 

Implementation of [your] finding should result in a saving of approximately 
5,400 beds at an annual operating cost of $24,000,000. 

Are you going to be sure that the findings are “implemented’’? 

Mr. Lawron. I am not sure of the exact statement, but there is : 
disagreement between the budget and the Veterans’ Administration 
concerning what is considered proper medical care. 

Mr. Puiuutps. Well, do not weaken. 

Mr. Lawton. There has been a material reduction, as you know, 
over the past several years, in the length of time spent in hospitals 
by veterans. 

Mr. Puiuurps. I think the Veterans’ Administration did bring out 
there is a marked distinction between the kind of care they give in their 
hospitals and the kind that is given in a private emergency hospital, 
but even so, we are hoping that you can save $24,000,000. 

Mr. Lawton. They have made reductions over the past several 
years in the length of stay. 

Mr. StauFrracHeR. It might be appropriate to point out that an 
analysis of certain of the defense hospitals did result in the Department 
itself recalling their estimates which they were preparing to present to 
us and making a reexamination. So, that illustrates the kind of thing 
that does take place. 


GENERAL SERVICES ADMINISTRATION ACTIVITIES 


Mr. Puiturps. On page 33 of your justifications I note you refer to 
your studies of the Government’s general service activities, not neces- 
sarily the GSA. But this committee has been ver Vv much interested 
in the GSA, because one of the grounds on w hich that agency was 
presented to the Congress was that it would result in savings. My 
figures show that its first request was just about $100,000, 000 more 
than the individual agencies had asked for operating separately the 
year before; and in the second year it increased the request. How 
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far have you gone into an investigation of the General Services 
Administration? 

Mr. Lawron. We have been working in two major areas with the 
General Services Administration. One of them is the question of the 
use of the General Services Administration in buying a lot of common- 
use items on single purchase; the elimination of warehousing on the 
part of Eamivaiaelainunmde in the field, and concentrating them under a 
general agency. 

Mr. Puiturres. Mr. Lawton, as you perhaps know, yesterday the 
Veterans’ Administration was up here; the General Services Adminis- 
tration is supposed to do the buying, but when it comes to the require- 
ments for hospitals—medicine, blankets, and cots and things of that 
sort—the Army buys for itself, the Navy buys for itself, and yet the 
Veterans’ Administration came up here to justify a savings of $8,- 
160,000, as I remember the figure, because they could do that by 
making the purchases themselves, buying for their own hospitals. 
But they were going to use 1,197,000 square feet of storage, more or 
less, and of course they cannot do that without using additional 
personnel, and yet they were saying they were going to save $8,160,000. 
Can you tell me where there is a saving in this buying deal with the 
GSA if the agencies can go out and save $8,000,000 a year by doing 
their own purchasing? 

Mr. Sraurracuer. I think I can give you one or two illustrations. 
We have made various studies with respect to operating separate 
depots by the Veterans’ Administration, asa result of which they 
closed one of them. 

Now there has been a considerable difference of opinion between the 
GSA and the Veterans’ Administration as to the extent to which they 
should buy VA items, such as are on the GSA schedule, and in accord- 
ance eith their procedure. 

We have never taken the position that we could by fiat instruct the 
Veterans’ Administration, because the law gives responsibility to the 
General Services Administration. Our study indicates that in the 
matter of medical supplies, both for the civilian agencies and the mili- 
tary, economies should be effected if the agency did use the common 
system. 

However, to be very frank, arrangements for the use of the central 
system have not been effective largely because of the position of the 
various agencies that they are responsible for the care of people and 
responsible for the standards; and unless they can decide what should 
be done they cannot fulfill that responsibility. 

Mr. Puixures. You still think that the General Services Adminis- 
tration as an organization could be classified as an economy move? 

Mr. Sraurracuer. It is my opinion that in the functions which 
they are performing, and which they are increasingly requested to 
perform in certain areas, | think that their operation as an agency 
over a period of several years indicates they will produce savings. 

Mr. Puruurps. I have one other question: As these different agen- 
cies come to you in sumbitting their budgets, you try to persuade 
them to reduce their requests, and I take it that your objective has 
been to treat all of them fairly and in cutting off certain items you 
ry in some to persuade them to cut their budget requests. Am I 
right? 















1531 





















































_ Mr. Lawron. That is correct. We use two processes: First, the 
limitation on the kind of things thay can ask for initially, and second, 
the reduction of the funds that they do request. 


INCREASED COST FOR WHITE HOUSE STAFF 


d Mr. Puiturrs. When Mr. Truman went into the White House the 
5 cost of the staff was $452,000 a year. For next year you are asking 
for $1,800,000. I notice you did not cut that. Care of the White 
House was about $150,000 a year, and you show a figure here of 
$315,600, on the basis of 7 months for some of those items, or about 
$350,000 a year, and [ notice you did not cut that. 

The Council of Economic Advisers got $300,000 last year and are 
asking $75,000 this year. They would like to have increased it to a 
larger extent and to have asked more of the subcommittee, and you 
did not cut that. 

Then, in the renovation of the White House, there is an expenditure 
of $5,400,000, and $33,000 for administrative expenses. You did 
not cut that. 

I wonder if there was some reason why you have not cut the Presi- 
dent’s items, as you cut the others? During a period like this it 
seems to me it would have been a very good psychological gesture, at 
least, to start at the top and cut all the way down. 

Mr. Lawron. The White House budget is the President’s budget 
and not the budget of the Director of the Bureau of the Budget. 

The determination of the budget is ultimately and finally made by 
the President; and I certainly feel that as to the President’s budgets 
just as in the case of the legislative and the judicial budgets, their 
capacity and judgment concerning their needs are better than ours. 

And for the question of the number of people that are on the White 
House roll—I assume you are including the number that are there 
now on the White House roll, but if you include the number of people 
detailed to the White House in the first instance-—— 

Mr. Puruuips. I do not think that is included in here. 

Mr. Lawron. One of the things the President did when he took 
over was to transfer over 100 people that were detailed and put them 
on the White House roll instead of carrying them as detailed, as was 
done before he came there. 

Mr. Yates. Where did he got the people that he took over? 

Mr. THomas. From Agriculture and other agencies. 

Mr. Lawron. At the time he came there the mail room had one 
regularly assigned employee, I believe, and 42 people on detail. 
Those people were taken over by the White House, and put on the 
White House roll. 

Mr. Puruures. This shows a material increase? 

Mr. Lawron. The increase primarily represents the shifts that were 
made by the White House taking over and putting on the White 
House roll people who were there on detail. 

} Mr. Tuomas. I know I was greatly impressed when we went into 





4 the facts that the dollars and cents increase for the last 3 or 4 years 
were directly attributable to the two items in connection with the 
increase in salaries and increase in supplies and materials, because 


since 1945 the salaries have gone up some 45 or 46 percent. 
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Mr. Puiuuips. It had increased 45 percent, or 46 percent in salaries 
—I have the figures somewhere—but there was still a considerable 
increase, and there was no cut. 

Mr. Lawron. That is right. 


MILITARY BUDGET 


Mr. Couprert. Mr. Lawton, the Defense Department submits its 
budget request to you; does it not? 

Mr. Lawron. That is right. 

Mr. Coupert. As a practical matter do you very carefully scruti- 
nize their requests, or do you treat the military budget about the same 
way you do the President’s budget? 

Mr. Lawton. No, we scrutinize it. There are certain decisions 
which we do not attempt to make—for example, the size and com- 
position of the Armed Forces. That is a matter we do not attempt to 
passon. But given the basic assumption of the strength and structure 
of the military, then we do go into the things necessary to maintain 
that strength and structure. 

Mr. Covupert. I think you would find it a little difficult to go into 
questions even when you know what the ceiling is on the number of 
forces to be used. Can you determine—can you exercise any inde- 
pendent judgment as to the cost of operating the Defense Department, 
the cost of providing a great deal of the artillery practice and maneu- 
vers and other multiple activities that go into the Military Estab- 
lishment? 

Mr. Lawron. For a great many of them; yes. The question of 
dollar costs of maintaining troops is one example. We consider the 
question of the ratio of officers to men, where they seem to be out of 
line, and the ratings within the service; the question of the price that 
is included in the estimate for food costs; the items for recreational 
— and things of that sort; the rate of attrition that is being 
used. 

Mr. Covupgert. And when you say “attrition,” do you mean attri- 
tion of men or attrition of equipment? 

Mr. Lawton. Equipment attrition, primarily the question of the 
relationship of the training program to the procurement program, as 
to whether they are going to have the equipment necessary to train 
the number of people by the time they have estimated they will have 
them. We also looked into the time they estimate they are going to 
have a mission, and cases where we have found out that two of the 
services apparently have the same mission. Those questions are 
reported back to the Chief of Staff. As a result, we have made some 
substantial reductions in the military estimates. 

We have not made reductions in the sense that we make a decision 
that they cannot have so much artillery or that they cannot have this 
type of planes—not that sort of thing. But we do deal with the 
question of the relationship of the dollar costs to the program that is 
presented to us. 

Mr. Couprrtr. What were the military requests for 1951, and how 
much did you reduce them before they submitted their budget to the 
Congress? 

Mr. Lawton. I do not remember the figure. I will have to go 
into that. The military request came up in several bites. 
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Mr. Covuperr. Do you not have any idea? 

Mr. Lawton. The first supplemental—the original was operating 
under a ceiling procedure. We made several material changes in 
that ceiling. And then in the first supplemental we made some 
changes; the estimate was cut in the neighborhood of $120,000,000, I 
believe. 

Mr. Couperr. Will you insert in the record the total budget esti- 
mate for the fiscal year 1951, and how much you finally approved’ 2 

(The information requested follows: ) 


Department of Defense—Military functions 





| 


| 


New obligational authority, 1951 





Act in which funds were appropriated | 
| Requested by 


| the Department | | Budget estimate 





Defense Appropriation Act, 1951_.__._____-- SRT SRR pe | $12, 619, 360, 000 | $12, 481, 375, 000 
Supplemental Appropriation Act, 1951- ee | 11, 760, 123, 000 | 11, 642, 906. 000 
Second Supplemental Appropriation act, 1951--......-........----.-.| 16,845, 912, 000 | 16, 845, 181, 000 
41, 225, 395, 000 | 40, 969, 462, 000 


| 








The adjustments indicated above do not represent a complete 
measure of the Bureau of the Budget’s work in connection with these 
estimates. It has been our practice to conduct a preliminary review 
of the military budgets prior to their formal submission and conse- 
quently, we have been able to raise issues which enable the Secretar y 
of Defense to make desirable adjustments prior to his formal sub- 
mission of the requests. 

Mr. Couper. My attention is called to the remarks in the March 
20, 1951 Record, by Mr. Nicholson, in which he said: ‘I was dumb- 
founded when I called them, to find out that we have 445 generals in 
the United States Army.” 

Is that the kind of item that you consider, and have you done 
anything about the relationship between the officer personnel to 
troops, to the job to be done, and the relationship between the various 
classifications of officer personnel, or do you leave that entirely to the 
military? 

Mr. Lawton. We have raised questions about it. We do not 
attempt to make a determination as to exactly the proper structure or 
the military requirements with respect to the number of generals or 
colonels. We have talked to them about it and they have made some 
changes as a result of those talks of ours. We have not in the budget 
disallowed particular amounts, the same that we do in other items. 

Mr. Coupsrt. Now, as a practical matter, is it not very difficult 
for you to do anything constructive when dealing with the military 
budget that has been hammered out between the various services 
under the roof of that great building which is called the Pentagon? 

Mr. Lawron. No. I will give you one example. We set up a 
reserve in the appropriation of the Army for 1950, last year’s appro- 
priation, made on an analysis of the workload. That was money 
that they had, and we took the money and placed it in the reserve so 
that it would not be spent. 

Mr. Coupert. That was a constructive operation certainly. That 
was due to what? 
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Mr. Lawton. That was due to the fact that they had computed 
their figures on the basis of what the earlier workload had been rather 
than using more up-to-date figures. 


MILITARY SERVICES EMERGENCY FUND 


Mr. Couprert. What was the emergency fund provided in the final 
budget for the military? You mentioned that figure some time ago 
but I am not sure that I recall it. 

Mr. Tuomas. $190,000,000. 

Mr. Lawton. That was provided for the Secretary of Defense. 

Mr. Coupgert. What was the amount of that? 

Mr. Lawron. I think it was $190,000,000. 

Mr. Couprrt. Do you know to what extent, and for what purpose 
that fund has already been obligated? 

Mr. Lawron. I do not have the figures here but I can get them for 
you. I think the major part of that has been allocated for research 
projects in the various services. That was one of the purposes of that 
research fund, and until the Research and Development Board had 
passed on the project we were not going to put it into individual 
agencies. 

Mr. Coupert. Off the record. 

(Discussion off the record.) 


RESEARCH, OFFICE OF SECRETARY OF DEFENSE 


Mr. Coupert. Why is it necessary to have an emergency fund in 
the Office of the Secretary of Defense for research? It seems to me 
that Congress appropriates billions of dollars a year for research to 
the various departments, as well as to the Atomic Energy Commission 
and a dozen other agencies. 

Mr. Lawton. The reason that money was placed in there was 
because there were a number of projects in the course of being worked 
out, development projects that were being set up because of the 
emergency situation, the Korean situation, but they had not yet 
received the scrutiny of the Research and Development Board and 
the approval of the Secretary’s office, so the money was put there in 
escrow for allocation to the services when the projects became firm. 
If approved before hand they would have been in the regular military 
service. 

Mr. Tuomas. You will recall that in World War II that the atomic 
bomb, in its early development, was started with the President’s 
emergency fund. 

Mr. Covupert. That, of course, is all well, and God knows the 
development of the atomic bomb was a life-saving contribution. 

Mr. Txomas. I do not know about that. 

Mr. Coupert. It was lifesaving to the United States in any event. 
But, apart from that, the fact remains that we now have the Atomic 
Energy Commission with an enormous budget and almost unlimited 
authority to make all kinds of researches and to develop all kinds of 
things that might possibly be possible. ‘Therefore, I wonder why 
there should be an additional reserve fund that could not be justified 
in advance for specific operations with the departments. 
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Is it not correct that the Air Force, the Army, and the Navy have 
separate research funds appropriated each year separately in the bill? 

Mr. Lawron. Oh, certainly. They are partly used directly for 
research work, and partly for contracts where research is done by 
the manufacturer. There is supposed to be coordination by the Re- 
search and Development Board so that there is no undesirable dupli- 
cation between the services. 

Mr. Couprrr. Therefore it seems odd to me that there has to be 
an additional $190,000,000 left kicking around for the military to use 
on research and without regard to these other enormous appropria- 
tions which are definitely contained in the bill itself. 

Mr. Lawron. It was not kicking around in the sense that we did 
not have some idea of the types of things it was going to be used for, 
but those projects had not yet reached the stage where they were 
approved by the Research and Development Board and the Assistant 
Secretary’s office. When they were approved, allocations were 
made from that fund to the particular service which was to carry on 
the research. 

Mr. Couprert. Here we have a Research and Development Board 
that is supposed to supervise and direct the entire operation of 
research, and yet we now find that there is an emergency fund for the 
initiation of projects even before they have been considered and 
approved by the Board. 

Mr. Lawron. I have to challenge that. The Military Subcom- 
mittee of this committee had that item before them. 

Mr. Coupert. Yes, I understand that. 

Mr. Lawton. And they acted on it, and agreed with that procedure. 

Mr. Covupert. But you are the Director of the Bureau of the 
Budget, and that cleared you before it got to the Military Subcom- 
mittee. 

Mr. Lawton. Yes, sir, that is correct. 

Mr. Coupsrt. That is why I want the information for this com- 
mittee as to what you had in your mind now, how you justified it to 
yourself. 

Mr. Lawron. I had in mind any development in the military field 
that would strengthen the military forces that gave sufficient promise 
of being ready for early adaptation to an operating research program, 
that it was well justified when you were in a war. 

Mr. Coupert. I agree with that, but your reserve applies to the 
research provisions in the Department of Defense budget. 

Mr. Lawton. But it depends on the staff reviews. 

Mr. Covuprrt. Are the emergency funds accountable? 

Mr. Lawton. These funds? 

Mr. Coupert. Is any recipient of the emergency funds, the Presi- 
dent or the Secretary of Defense, accountable for those funds when 
used under the law? 

Mr. Lawron. The President’s fund, yes, and some of the military 
funds. Some of the funds in the Military Establishment are on a 
certificate of the Secretaries in the Department of Defense. 

Mr. StaurFacHer. That amount, however, is very small. 

Mr. Lawton. Congress indicates how much of it is available. 
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PURPOSE OF EMERGENCY FUND, OFFICE OF SECRETARY OF DEFENSE 


Mr. Coupert. Referring to the $190,000,000 you just refer red to as 
being an emergency fund “subject to the control of the Secr etary of 
Defense, is that in fact by the serene limited to research, or is 
it limited in any way, or is the Secretary completely free to make such 
use of it as he may choose to make? 

Mr. Lawron. lam not sure. I will have to check the language on 
that. It was in the first supplemental. 

Mr. Couprertr. Would you make a note to answer that for the 
record? 

Mr. Sraurracuer. Off the record. 

(Discussion off the record.) 

Mr. Lawton. The language is: 

For transfer by the Secretary of Defense, with the approval of the Bureau of the 
Budget, to any appropriation for research and development or industrial mobiliza- 
tion, to be merged with and be available for the same purpose and for the same 
time period as the appropriation to which transferred. 

(The information requested is as follows:) 

The appropriation ‘Emergency fund, Office of the Secretary of Defense’’ was 
originally established in the Supplemental Appropriation Act, 1951, to provide 
additional funds for research and development and industrial mobilization in the 
Department of Defense. At the time the supplemental estimates were developed, 
it was known that additional funds would be required in these two areas but 
there had not been sufficient time following the Korean emergency to determine 
the exact projects and appropriations where additional funds would be required. 
Subsequent to the appropriation of the $190,000,000, such studies were completed 
and transfers were made to specific appropriations of the Departments of the 
Army, Navy, and Air Force after the House Appropriations Committee and the 
Senate Appropriations Committee had been fully informed as to the purposes for 
which these funds were to be utilized. The Bureau of the Budget, as provided 
by law, approved these transfers. 

Mr. Couperr. Not having been a member of the Military Subcom- 
mittee, I find it very difficult on its face to see any justification for 
such additional $190,000,000 to be used without regard to and in 
addition to all of the emergency funds that are appropriated for the 
Army, the Navy, the Air Force, the NACA, the Atomic Energy 
Commission, and all of the rest of them. 

Now, Mr. Lawton, would you think any advantages would be gained 
by way of efficiency and end results and economy by having some 
kind of a research survey of the research funds that Congress has been 
appropriating year after year to the various agencies? Is it not pos- 
sible, if we pool them all together in some way and, perhaps, have a 
survey to indicate what they are doing in general to determine whether 
or not there is duplication and unnecessary work, that such a survey 
conducted by the Bureau of the Budget or some other agency of the 
Government might be a very profitable thing at this point? 

Mr. Lawron. I think the National Science Foundation was con- 
stituted to review the research programs of the Government. We do 
know the amounts and we have the totals of the amounts which are 
available for research in the various agencies of the Government. 


RESEARCH AND DEVELOPMENT FuNps, 1950-52 


Mr. Covuperr. Would it be convenient for you'to indicate in the 
record for the information of the committee what that amount is for 
the 1951 budget? 

Mr. Sraats. We could supply it for 1951, but not for 1952 because 
of the military part. 






































Mr. Lawton. We can supply that total. 
(The information is as follows:) 


RESEARCH AND DEVELOPMENT 


The following table shows the estimated obligations and expenditures for re- 
search and development for the fiscal years 1950, 1951, and 1952 contained in the 
1952 budget submitted to Congress by the P resident. ‘The table does not include 
obligations and expenditures for research and deve ‘lopment by the Department of 
Defense for military functions since no detailed estimates for the military func- 
tions of the Department of Defense are included in the 1952 budget. Revised 
figures including the amounts for the Department of Defense will be issued when 
detailed estimates for military functions are submitted to Congress. 

Amounts for research and development are carried under many different ac- 
counts in the budget document and in many cases are not identified as such because 
research and development activities are generally integrated with other functions 
of the same agency. Therefore, a special analysis has been necessary to estimate 
the total amounts chargeable to research and development for each agency 

‘Research and development” has been defined to include (1) scientific rese earch 
in the physical, mathematical, biological, medical, and engineering sciences; 
(2) development of experimental models and prototypes; (3) construction of re- 
search and development facilities and pilot plants; and (4) experimental produc- 
tion. Routine testing activities, topographic and hydrographic surveys and map- 
ping, and research in social scie hee subjects have been excluded. 

The following table is a summary showing the total obligations and expenditures 
for research and development for each department and agency. Obligations 
shown in the tables correspond to the ‘‘direct obligations’? shown in the budget 
schedules, and thus include all obligations for research and development from ap- 
propriations, contract authority, and transfers, but exclude obligations from re- 
imbursements and working funds received from other appropriations. Expendi- 
tures are on the same basis as in the budget, and hence are the total expenditures 
for research and development curing each fiscal year out of all funds available to 
the agency, net of reimbursements and any other receipts of the agency on ac- 
count of research and development activities. 


Estimated obligations and expenditures—1952 budget } 


tn thous: ands] | 





Obligations expenditures 


1950 | 1951 952 1950 1951 1952 
actual | estimate | estimate | actual | etimate | estimate 


Atomic Energy Commission eile ..-| $287, 182 | $335, 672 $224, 364 | $325, 940 
Federal Communications C ommission __- . 198 , 3 175 188 
Federal Security Agency x 4, 286 61,491 | 58, 25¢ 39, 612 59, 860 
General Services Administration 3 } { i T= 604 
Housing and Home Finance Agency | g 653 45 390 
National Advisory Committee for Aero- 

nautics aa 92, 77: 90, 84: 103, 810 
National Science Foundation - wetee 225; 10,000 
Reconstruction Finance Corporation , 992 5, 575 4, 950 
ss Institution =e 236 ; 367 
Tennessee Valley Authority bacnbeencce >, GRee 20, 056 21, 448 | 
Veterans Administration ‘eeekwd 3, , 55k $555 
Department of Agriculture iia csi i $35 52, ¢ 52, 584 21: 
Department of Commerce | 24,109 21, 756 16, 830 2, If 20, 730 
Department of Defense (milite ary ‘fune- 

tions) } (2) (2) (2) (2 (2) | 
Department of Defense (civil functions) --| 2, 300 | 2,3 2, 2,3 2, 300 
Department of the Interior : 32, 972 37, 155 38, 145 32, 116 36, 401 
Department of State peed rae 695 +2 2, 400 1 1, 093 
Treasury Department Cie idera tell | 318 3g 39% 3 391 


Grand total !_ __- pceleaes 559, 327 134, 7: 572, 27: 33, 976 579, 324 


Total, all agencies: Eis 4 #20 S 
Construction of facilities ! 170,482 | 204, 364 198, 205 126, 2 187, 104 
All other research and de svelopme nt! 388,845 | 430, 367 474,068 | 307,214 | 392,220 


Grand total ! ees ar bi de 559, 327 634, 731 672, 273 33, 976 579, 324 





"3 Excludes amounts for military functions of the Department of Defense. 
2 Detailed estimates will be submitted in the spring of 1951. 


80203-——51—pt. 2——42 
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Mr. Sraats. As far as the Science Foundation is concerned, I think 
the first job in the law given to that Foundation is to evaluate the 
need for research. They are concerned with that clear across the 
board in the Government, and then within the Department of Defense 
the law gives the Resear ch and Development Board the job of prevent- 
ing duplication among the three services. Congress has specifically 
directed that this kind of thing be done. 

Mr. Coupert. Is there anything in either law, the Department of 
Defense law, or the Science Foundation law that provides for correla- 
tion betw een those two correlators or coordinators? 

Mr. Sraats. It would be a very easy job since the Director of the 
Science Foundation who has been nominated has been the Director of 
Naval Research and has been active in research development. 

Mr. Coupert. Now you are talking about the ad hoc factor in the 
situation, but I mean in the law are there any channels through which 
the operations of these two great supervising agencies could thus be 
coordinated, or are they both laws unto themselves to operate as they 
choose, apart from the incidental identity of efficiency? 

Mr. Sraats. I think the law is pretty clear that they have to 
coordinate their work as between the two of them. They both, of 
course, work for the President, and both of them have to come before 
the Bureau of the Budget and the other Presidential staff. 

Mr. Covupert. But fundamentally only the legal coordinator would 
be present himself in case there were differences of opinion between 
them? 

Mr. Sraarts. I do not think that there would be any real problem 
as far as coordination between those two agencies is concerned. 
(Discussion off the record.) 


Finipino REHABILITATION COMMISSION 


Mr. Tuomas. Mr. Lawton, we have two more items to consider. 
On page 81 of the committee print there is new language in here 
rescinding the $50,000 for Philippine rehabilitation aid which was 
appropriated in the Second Deficiency Appropriation Act of 1945 
directing the Treasury to return to the Philippine Government $15,000 
that was deposited in the Treasury by the Republic of the Philippines. 

There is no doubt on the part of anybody about rescinding that 
$50,000, is there? 

Mr. Lawron. Certainly not on our part. 


REORGANIZATION STUDIES BY VETERANS’ ADMINISTRATION 


Mr. Tuomas. The second item is that evidence came out in the 
hearings on the Veterans’ Administration to the effect that they were 
directed to spend $605,000 of their 1951 funds for reorganization 
studies. That item was not justified before our committee, nor was 
that expenditure of $605,000 justified. By virtue of what authority 
was it spent, and where did the funds come from that the Budget 
Bureau directed them to spend? 

Mr. Lawton. Well, the President had a committee study the 
Veterans’ Administration. 

The committee made a report to the President recommending that 
a survey be made of the organization and procedures of the Veterans’ 
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Administration. The President directed the Veterans’ Administra- 
tion to make that study. 

Mr. THomas. When was that study started? 

Mr. Lawron. It was started on January 15. 

Mr. THomas. Of this year? 

P sei Lawton. Yes, sir, this year. It was directed sometime in the 
all. 

I can give you the exact date. The authority is in the Veterans’ 
Administration appropriation for hiring consultant services. 

The Veterans’ Administration sent out invitations to bid to a 
number of management and engineering firms on the basis of an 
outline of a study. The firm of Booz, Allen, and Hamilton was 
selected to make the study. The contract was signed with them, and 
they began work January 15. 

Mr. Tuomas. You say that there is an authorization in the appro- 
priation language to cover that $605,000? 

Mr. Lawron. That is right, as interpreted by the attorneys in 
the Veterans’ Administration and the Budget Bureau attorney. 

Mr. Tuomas. Well in our opinion that language in there authorizes 
them to hire consultants, section 15 of the act of 1949. That is for 
consultants, and, of course, that language is in theyre to hire individuals 
at a rate of not to exceed $50 a day for specific purposes, and to use 
that language is certainly stretching it, to the tune of $605,000. That 
is the only language there. It does not authorize them to make an 
expenditure of $605,000. Meanwhile, I understand the proof of 
the pudding is in the eating, and we are going to see how much that 
budget is reduced for the fiscal year 1953 as a result of the expenditure 
of this $605,000, and, of course, the committee has in mind in estimat- 
ing the 1952 funds that after it makes its calculation of the funds 
required we will just add another reduction of $605,000 on the basis 
that it is worth the money. 


CoMPARATIVE Costs oF RECALLING AND MAINTAINING CONGRESS 
IN SESSION 


Mr. Couprert. Mr. Budget Director, would you mind incorporating 
in the record the cost of recalling Congress when it is in adjournment 
and the per diem cost of maintaining it in Washington? 

Mr. Lawron. I will have to get that information from the source up 
here if they will give it tome. I do not have anything to do with it. 

Mr. Couprert. Can you do it conveniently, because I would like 
to have it in the record? 

Mr. Lawton. I will try. 
(The matter referred to is as follows:) 


Cost oF RECALLING AND MAINTAINING CONGRESS IN SESSION 


Cost of recalling Congress, $200,179 (estimated).—This figure is based on the 
actual cost of recalling the House in 1948 ($166,579) as furnished by the Office 
of the Disbursing Clerk of the House, plus a proportionate cost of $33,600 for 
recalling the Senate. 

Per diem cost of maintaining Congress in session, $110,000 (estimated).—This 
figure was computed by using the 1951 budget figures in the 1952 budget and 
includes the estimated daily cost of salaries of Senators and Representatives, 
fuel, maintenance, kitchens and cafeterias, mail, postage, Office of the Legislative 
Council, Capitol Police, Architect of the Capitol, printing of Congressional Record 
and bills, ete. The following items are not included: Library of Congress ex- 
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penses, Botanical Gardens, and such expenses as would continue regardless of 
whether a session was in progress. If the salaries and expenses of the Senators 
and Representatives were not included in the per diem cost (since they would 
continue in any event), the estimated cost would be $87,037. 







BupGcet Bureau ANALYSIS OF WorkK or AGENCIES 






Mr. Yates. What assurance do you have that the agencies coming 
in and presenting their budgets are not padding them, 15 or 20 per- 
cent because they anticipate a cut by your agency? 

Mr. Lawton. | think we can guard against that on the basis of 
experience and knowledge of the operations of the agency and a com- 
: parison with similar operations in other agencies. In a good many 
ay cases, we have certain standards that are set up. The agencies must 
4 justify any deviation from those standards, that is, in activities like 
ast accounting, personnel work, supply work, voucher preparation, and 
£ things of that sort which are bulk operations. We also have pro- 
duction data on claims. We have made examinations of the case 
load and the workload, and we frequently reduce agency budget esti- 
mates on the basis of disagreements with the workload that they 
anticipate they will have. 

Mr. Yates. Have. you ever found any instances of such padding? 

Mr. Lawton. Well, I do not know whether you would call it pad- 
ding or not. It is a difference of opinion as to what the workload is 
going to be, and how much it is going to take to complete the work. 
We have those differences. Otherwise we would not have reduced 
the estimate over several billion dollars in the past year. 

Mr. Staats. Where you can relate the present performance to the 
job that they will have to do you can make an estimate. It is pretty 
much an estimate of what their workload is going to be, and it is your 
estimate against theirs. However, no one can tell you how many 
cases a lawyer can handle in a year, for instance. There it depends 
on the kind of case involved. 

Mr. Yares. I notice on page 6 of the justifications that part of the 
job of the Estimate Division is to improve knowledge of agency budget 
estimates. As a matter of fact, is it not pretty much on a hit-or-miss 
basis that you do check up on what an agency is doing? 

Mr. Staats. We have men assigned year by year to handle the 
same agency. 

Mr. Yates. That is, in the agency itself or in your Bureau? 

Mr. Staurracuer. No; they are not in every agency on a full-time 
basis. 

Mr. Staats. They are stationed in our Bureau, but a good deal of 
their time is spent in the agency. 

Mr. Yates. How much of their time? 

Mr. Staats. I could not give you an estimate offhand, but it is 
probably one-third of their time. 

Mr. Yates. It would appear to me that the best way to know how 
an agency operates would be to have some of your people in there on a 
permanent basis. 

Mr. Sraats. Our people are now holding joint hearings in the 
Pentagon Building on the military budget which will be coming up 
shortly. 

Mr. Yates. But are you not in those hearings taking the word of 
the military as to what they need without checking up on it? 
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Mr. Sraats. No, sir. 

Mr. Yates. What do you do relating to what the military wants? 

Mr. StraurracueEr. Off the record. 

(Discussion off the record.) 

Mr. Yares. That is all. 

Mr. Toomas. Thank you, gentlemen; thanks very much. It is 
always nice to see you, and thank you for coming up. 


EMERGENCIES (NATIONAL DEFENSE) 


WITNESSES 


F. J. LAWTON, DIRECTOR, BUREAU OF THE BUDGET 
ELMER B. STAATS, ASSISTANT DIRECTOR, BUREAU OF THE BUDGET 


Funds available for obligation 





| 1950 actual | 1951 estimate | 1952 estimate 





Appropriation or estimate Sd rth Tals sip lias Att coal aloe oy $10,000,000 | $25, 000, 000 
Reserved for future allocations. _....._.- . Ck sae Aare —7, 037,000 | —25, 000, 000 


IE EG STA, SLATE EER: BE 2, 963, 000 | 


ALLOCATIONS 


Department of Commerce a Tee es, | 100, 000 | 
Department of Justice Pn ancbepiida tenn ctgrtacdtemek 780, 000 | 
Federal Civil Defense Administration Sheen , 210, 000 
General Services Administration 813, 000 | 
Subversive Activities Control Board Ean TOY 60, 000 


Thal COM ass cos isc ceca cca Re BE a a ae ‘ 2, 963, 000 | 








Mr. Tuomas. Now we will take up “Emergencies (national 
defense),” in the amount of $25,000,000. 

We will put in the record pages 1, 2, and 3 of the justifications at 
this point. 

(The matter referred to is as follows:) 


REQUESTED FUNDS 


A request for an appropriation of $25,000,000 has been made for ‘Emergencies 
(national defense), Executive Office of the President,’ for the fiscal year 1952. 
This request is made to furnish the President with funds necessary to meet 
emergencies affecting the national interest, security, or defense which may arise 
at home or abroad during the forthcoming fiscal year. It combines two appro- 
priations made for 1951: An appropriation of $1,000,000 for the emergency fund 
for the President made by the General Appropriation Act, 1951, and an appro- 
priation of $10,000,000 for emergencies (national defense) made by the Supple- 
mental Appropriation Act, 1951. 


DISASTER RELIEF 


A separate request for disaster relief, which was financed out of the emergency 
fund for the President in 1951, has been submitted to carry out the purposes of 
the act of September 30, 1950 (Public Law 875). 


NATIONAL DEFENSE FUNDS 


The sum of $25,000,000 is requested to meet requirements of national interest, 
security, or defense which cannot be foreseen, and which require prompt action. 
While the conflict in Korea and other international developments have intensi- 
fied such possible needs, the President, in the direction of the widespread and 
complex machinery of the Federal Government, may be faced at any time with 
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sudden emergencies and unforeseen problems affecting the national interest, 
security, or defense which do not come within the authorized program of any 
one of the Government agencies. The President must have sufficient funds at 
his disposal to deal swiftly and effectively with these problems and emergencies 
when they arise. Congress has recognized this need by providing afund to meet 
contingencies of this character for many years. Funds for the day-to-day 
operation of the President’s immediate office are not intended to be sufficient to 
meet this type of situation. 

In time of national emergency, such as the present, it is particularly difficult 
to foresee what situations might arise that would require immediate action. 
Therefore, it is essential that adequate funds be available to the President to 
initiate measures to deal with such situations in an effective and expeditious 
manner. On the basis of past experience, an emergency fund of $25,000,000 is 
the minimum reserve which should be provided for the President for fiscal vear 
1952. In June of 1940, an emergency fund of $200 million was made available. 
In the later war years, additional funds were appropriated running the total well 
in excess of $600 million by the summer of 1943. 


1951 EMERGENCY ALLOCATIONS 


The following tables show the allocations made to date (January 25, 1951) from 
the fiscal year 1951 appropriations for ‘‘“Emergencies (national defense)’’ and 
“‘Emergency fund for the President,’ respectively. 


Emergencies (national defense) 


Appropriated in the Supplemental Appropriation Act, 1951_------ $10, 000, 000 
Allocations: 
Department of Justice: 
Internal Security Act of 1950______- ae $300, 000 
Immigration and Naturalization Service__-_-- 480, 000 
Subversive Activities Control Board_.........--- 60, 000 


Department of Commerce: 
Bureau of the Census (security control of sta- 
tistical information) ____-__- Be dein A DE 75, 000 


TORSNNS BORIOL. sec nk eg cee cuenceumcccs. » S00 @eO 
General Services Administration: Protective con- 
RN oe tart na ee eh or a ee 813, 000 
Office of Defense Mobilization_..........-.--.--- 200, 000 
Federal Civil Defense Administration. _~_....__--- 1, 210, 000 
Total allocations as of Jan. 25, 196120. =.--....--..2-2-2-- 3, 238, 000 
Balance available for future allocation___.........---_--__~- 6, 762, 000 


Emergency fund for the President 


Appropriated in the Independent Offices Appropriation Act, 1951_._ $1, 000, 000 
Allocations: 
Executive Office of the President: 


President’s Commission on Migratory Labor... $94, 000 
President’s Water Resources Policy Commis- 
SO Stes uboblG peewee Zhi 173, 000 
Study on foreign economic policies... -...---- 42, 000 
General Services Administration: 
East wing of the White House_._...._-.---- 68, 000 
Floods in Reno, Nev- ps Ded el octets 75, 000 
Department of the Army: Communications Policy 
| EPA oe ts eR eae AEN G ae Fer Gptont 2 LEG Sakae eee 85, 000 
Department of State: Study on foreign economic 
policies______- Fe Pee ae ee feelin Ee 29, 300 
Total allocations as of Jan. 25, 1951_.-........--..----- 566, 300 








Balance available for future allocation.._...._.....------ 433, 700 
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Mr. Tuomas. This fund of $25,000,000 combines two appropria- 
tions heretofore made: (1) The old emergency fund that this committee 
has handled for years, for which you had appropriated for 1951, 
$1,000,000; and (2) the emergencies national defense fund of $10,- 
000,000 which was in the Supplemental Act of 1951. It is indicated 
on page 3 of the justification how these two funds have been allocated. 
As of today from the $10,000,000 supplemental national defense fund 
$3,238,000 has been allocated, and of the $1,000,000 appropriated 
directly to the President, $566,300 has been allocated. 


ALLOCATIONS FROM 1951 FUND 


I notice from the breakdown of these expenditures, first under the 
$10,000,000 fund that the Department of Justice has two items here— 
the Internal Security Act of 1950, $300,000, and the Immigration and 
Naturalization Service, $480,000. The Department of Commerce has 
spent $175,000; the Bureau of the Census, Security Control of Statis- 
tical Information, $75,000; and Export Control, $100,000; General 
Services Administration, protective construction, $813,000. 

Off the record. 

(Discussion off the record.) 


ALLOCATIONS FROM 1951 EMERGENCY FUND 


Mr. Tuomas. Down here under the $1,000,000 fund that we have 
given to the President only he set up some commissions: the Presi- 
dent’s Commission on Migratory Labor, $94,000; The President’s 
Water Resources Policy Commission, $173,000; and study on foreign 
economic policies, $42,000. That is within his immediate office. 

Then under the General Services Administration, $68,000 for the 
east. wing of the White House, and I thought we had already appro- 
priated sufficient funds for that; floods in Reno, Nev., $75,000; De- 
partment of the Army, Communications Policy Board, and that was 
for a new study, $85,000; and Department of State, study on foreign 
economic policies, $29,300. That is the wording used, and the word- 
ing for that expenditure of $29,300 is identical with the wording used 
under the Office of the President, “Study on foreign economic poli- 
cies,” $42,000. I presume there is some difference in the two studies, 
and you might justify these, and going further you might indicate 
that during World War II, in the early part of the war, around 1942, ° 
I believe it was, the President was given an emergency fund of $200,- 
000,000, and in 1943 or 1944 that fund was stepped up to a total of 
about $600,000,000 for the President, which is quite a difference 
between the $25 million fund the President is asking here. 


ARMED SERVICES EMERGENCY FUNDS 


How much is in the Department of the Army appropriation bill in 
the way of emergency funds for the President? 

Mr. Lawron. For 1952 we have not received any detailed figures 
at all. There was in the first 1951 supplemental appropriation $190 
million for the Secretary, which was largely to be used for research 
projects, to transfer to the various departments by the Defense 
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Department for research. And, of course, there is also a contingency 
fund in each of the military departments. 

(After discussion off the record.) 

Mr. Tuomas. The point I am attempting to make is that there is 
no connection between the President’s emergency fund which is 
granted in these two combined appropriations and the emergency 
fund set up in the Armed Services appropriation. 

Mr. Lawron. No; there is no connection between them. Of 
course, in this fund we have not allocated any moneys to the military 
services from this. They have their own funds. 

Mr. Tuomas. To carry the point one step further, the President 
has authority to allocate any part of his $25 million Emergency fund 
to the War Department or to any department of the Government as 
he sees fit, but, where the armed services have a large emergency fund, 
he has no authority under the law to dip into that for his specific 
purposes? 

Mr. Lawron. No. It is not available except for military purposes. 
And the many purposes for which this Emergency fund is given are 
detailed to the committees. The committees know in advance what 
the purposes of this fund are. 

Mr. Tuomas. Now, gentlemen of the committee, will you go into 
these two items as you see fit? 

Mr. Coupgert. While you are on that subject, I think, for the 
benefit of those who read the record, it might be well to let me ask a 
question on that point. 

Mr. Tuomas. Surely. 

Mr. Coupert. If the purposes of these military secret funds are 
detailed to the committees prior to the appropriations, why cannot 
they be made a part of the appropriation bill like any other item of 
appropriation? 

Mr. Lawton. They are within the appropriation bill, but they are 
not specified in detail because of the secrecy classification of some of 
the expenditures. 


EXPENDITURES FROM EMERGENCY FUND 


Mr. Yates. With respect to some items under the President’s 
emergency fund, it strikes me that apparently, at least, they are 
not of an emergency character. What must qualify as an emergency 
under the emergency fund in order for the President to be able to 
spend it? May he spend it for anything he wants to? 

Mr. Lawton. He may spend it for anything he deems to be an 
emergency. In the case of the $10 million fund, in case there is an 
emergency affecting national interest, security, or defense; in the case 
of the $1 million fund, any emergency affecting the national interest 
or security. 

Mr. Yares. I can see the necessity for the expenditure of $75,000 
for floods in Reno, Nev., because that is of an emergency character, 
but as to the item immediately above that on page 3, ‘Kast wing of 
the White House,” I had assumed that the $5.4 million appropriation 
would be sufficient to take care of the east wing of the White House. 
Why is it necessary, then, to go to the President’s fund for an addi- 
tional $68,000? 
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COST OF RENOVATION OF WHITE HOUSE 


Mr. Lawron. The $5.4 million fund is for the White House itself — 
reconstruction of the White House itself—and not for the wings of the 
White House. 

Mr. Yates. You mean the wings of the White House are not a part 
of the White House? 

Mr. Lawton. They are separate. The west wing contains the 
Executive offices. These are offices which are attached to the White 
House by connecting corridors, but they are not a part of the White 
House itself. 

Mr. Yares. Are not they considered part of the White House for 
the purpose of budget and appropriation? 

Mr. Lawton. They are under the President, but they are separate 
from the residential part of the White House. 

Mr. Staats. For the purpose of renovation, the wings were not 
considered under the jurisdiction of the Commission item included in 
that appropriation. 

Mr. Yares. I did not know that. 

Mr. Lawton. It was only the residential part that the appropria- 
tion was directed to. 

(After discussion off the record.) 

Mr. Yates. What about this protective construction item under the 
General Services Administration item? Is that for the wings as well? 

(After discussion off the record.) 

Mr. Yares. How much will the construction job on the White 
House and the wings finally cost? It will be much in excess of the 
$5.4 million; will it not? 

Mr. Lawton. Those were never contemplated or never considered 
as part of the cost of reconstructing the dwelling, and the total cost 
of the dwelling remains about the same as the original estimate. 

Mr. Yates. Is the protective construction item, about which I 
have been asking, part of the wings, too, or is that part of the White 
House proper? 

Mr. Lawron. I know part of it is in the White House, and part, I 
believe, is under the grounds. 

Mr. Yates. What will be the total cost of the White House and 
wings? Will it be $5.4 million plus these two items, or will there be 
other items in addition to these? 

Mr. Lawron. If you want to add this protective construction cost 
to the White House renovation, then I think it would be $5.4 million 
plus the two figures. 

Mr. Yates. In other words, these are the only two items in addition 
to the $5.4 million which went into the White House? 

Mr. Lawton. That is right. 

Mr. Yatrs. And the wings? 

Mr. Lawron. That is right. 


DETERMINATION OF AGENCIES RECELVING EMERGENCY FUNDS 


Mr. Yares. What is the emergency character of the studies that 
are itemized under “Allocations”? Should not those properly be a 
part of the budget request of one of the agencies, or of several of the 
agencies? 

Mr. Lawton. No. These are commissions that the President estab- 
lished, as in the case of the Water Resources Policy Commission. 
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They deal with problems which affect a number of agencies. These © 
agencies operate under different laws; they have different standards; 
they have different kinds of jobs to do. The creation of the Water 
Resources Policy Commissions, for example, was an attempt to resolve 
a great many issues in the water-resources field and to serve as a basis 
for legislative proposals that the President might make to the Con- 
gress on standards and requirements for basic leptlation: 

Mr. Purtuirs. What is there about it that is of an emergency 
nature? I am thoroughly familiar with it; I am familiar with the 
report and the work and also how it carried on its activities. I cannot 
see a thing about it of an emergency nature that justifies taking the 
money out of this fund. Why could not you come down pane ask 
Congress for the money in the regular way? Congress was in session 
at the time. 

Mr. Yates. The explanation, as I get it, is that it was a Presidential 
commission established between appropriations. Therefore, in order 
to get going, they had to have funds. Then they came back for 
further funds later on. 

Mr. Puiuurps. No; they got it out of this fund. 

(After discussion off the record.) 

Mr. Yates. I notice these various appropriations are allocated. 
Does that mean reimbursement will be made to this appropriation 
from the other appropriations made to the agencies listed? 

Mr. Lawton. No; not unless specific authorization is requested for 
that in the appropriation or supplemental appropriation which may 
be granted to one of those agencies. Just at the moment we do have 
one case pending for the use of this defense fund, about which we have 
written to the committee. The current situation with respect to 
mobilization agencies is that they are going to be out of money by 
mid-April. There seems to be little prospect that the supplemental 
bill will pass before then, and, if the agencies are to continue operating, 
we have told the committee we could allocate money out of this emer- 
gency fund if the committee was willing to reimburse it. 

Mr. Yates. Why do you allocate to particular appropriations? 
If they are not repaid, do not those amounts go to increase the appro- 
priations beyond what was authorized by the Congress? 

Mr. Lawton. They do in certain cases. In some of those cases 
they have been checked with the committee beforehand. The FBI 
48-hour week is a case in point. That situation came up as to whether 
the FBI should continue on a 48-hour week. We had a supplemental 
appropriation ready. The committee at that point had just completed 
its organization—I think about the day before—and we consulted 
with the committee and with the chairman of the subcommittee in- 
volved as to whether they would prefer us to cut off because we could 
not let them run on a deficiency basis, or whether they would prefer 
us to piece it out until they acted on the supplemental appropriation, 
pep of course, was much larger in the case of that item. And we 
did that. 

Mr. Tuomas. Here is a sentence that very accurately lays down the 
yardstick under which the President acts in the expenditure of this 
emergency fund. Let me interrupt long enough to quote this sentence: 

The President in the direction of the widespread and complex machinery of the 
Federal Government may be faced at any time with sudden emergencies and un- 


foreseen problems affecting the national interest, security, and defense, which do 
not come within the authorized program of any one of the Government agencies. 


That phrase “authorized program” I think is your keynote. 
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USE OF EMERGENCY FUND WHEN CONGRESS IS NOT IN SESSION 


Mr. Coupert. I would like to ask one question at that point in the 
record. The chairman has just read a statement indicating the justifi- 
cation for the authorization of appropriations of these emergency 
funds. Would the chairman mind stating for the record the periods 
during which in the past 2 years Congress has not been in session and 
therefore in a position to take the necessary action to meet any such 
emergency as is indicated in the statement submitted by the Budget 
Bureau in its justification of the estimate for 1952 emergency appro- 
priations for national defense? ; 

Mr. Tuomas. I am not the witness. Maybe Mr. Lawton can do 
that. 

Mr. Couprrt. Perhaps the Budget Director can give us that infor- 
mation. Atleast, he might put that in the record. Have one of your 
young men look at the calendar for the last 2 years and indicate the 
periods when Congress was not in session and the total period in each 
year when Congress was not in session and available to take the nec- 
essary action. 

(The information is as follows:) 


Prriops Conaress Was Nor In Session Durine 1949 anp 1950 


1949.—Congress adjourned on October 19, 1949, and reconvened on January 
3, 1950. It was not in session for 75 days. 

1950.—Congress began on January 3, 1950, and adjourned on January 2, 1951. 
However, the House was in recess from Thursday, April 6, 1950, to Tuesday, 
April 18, 1950, and both the Senate and the House were in recess from Saturday, 
September 23, 1950, to Monday, November 27, 1950. Total time that both 
Houses were in recess at the same time amounted to 65 days. 


ALLOCATION FOR INTERNAL SECURITY FUNCTIONS 


Mr. Lawton. I will do that. One of those was in connection with 
the allocation which was made for the Internal Security Act which 
passed just at the tail end of the session. In order to start in the 
interval between the two sessions of Congress, since it was passed by 
Congress over the President’s veto, we allocated some funds for that 
purpose, and in the appropriation for it there was an authorization 
made to reimburse the funds for that purpose. 

Mr. Couprert. So Congress had acted in respect to the provision 
of funds for the carrying out of that act. 

Mr. Lawton. Congress had not acted with respect to the provision 
of funds. They had enacted an act that said certain things were to 
be done, but no appropriation was provided. 

Mr. Coupert. But you said it authorized the application of there- 
tofore appropriated emergency funds. 

Mr. Lawton. No; I did not. 

Mr. Covupert. Is not that the way I understood you? 

Mr. Lawton. No. I said in the appropriation they subsequently 
made for the Internal Security Act they reimbursed this fund. 

Mr. CouprErt. There was, however, in the prior year an appropria- 
tion fund for emergencies, because you just referred to it. 

Mr. Lawton. No. The act was brand new. The Internal Secu- 
rity Act was just enacted at the end of the session of Congress in Sep- 
tember, when Congress adjourned until the special session later on in 
the fall. In that interval chest was no money to start operations under 
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the act. There were requirements under the act that certain things 
should be done; there were certain rights people had. In one case, 


there was a 30-day period in which people had certain requirements to 
meet. 


Mr. Couperrt. I understand that. 

Mr. Lawton. And the only fund available was this money here. 

Mr. Couprrt. When you say “this money here,’”’ do you mean the 
Presidential emergency fund appropriated for 1951? 

Mr. Lawton. That is right. 

Mr. Covuperrrt. So that fund was in existence? 

Mr. Lawron. That is right. 

Mr. Coupert. So, quite obviously, Congress had knowledge that 
such a fund was in existence, because Congress had appropriated it. 
Now, can you say, if Congress had not theretofore appropriated the 
emergency fund, it would not have made provision in that act to pro- 
vide the funds to carry it out? 

Mr. Lawton. No. I can only say Congress did not make any 
special provision for it. 

Mr. Couperr. Congress did not need to make that provision, be- 
cause there was a prior existing appropriation for emergencies. That 
is what I am getting at. 

Mr. Putuurps. I think the important point is that in this case, when 
Congress did come back, we then reimbursed the fund. 

Mr. Lawton. They appropriated money and we withdrew part of 
the funds. 

Mr. Puiturps. In other words, Congress was willing. That seems 
to me to be a logical use of the funds, and it supports exactly the stand 
we take. That was an emergency; Congress came back; you brought 
the matter to the attention of Congress; Congress appropriated the 
money for it in the proper way, and that money then reimbursed the 
emergency fund. 

Mr. Lawton. We withdrew the balance of the fund that had not 
been used. 

Mr. Couprrt. What I want to get clearly in this record—and if 
I am wrong, please correct me—as I understand it, there was already 
in existence prior to the enactment of the statute to which you refer an 
emergency fund for the President. 

Mr. Lawton. That is right. 

Mr. THomas. Of $1,000,000. 

Mr. Couprert. Therefore, in passing the act in question, Congress 
obviously had knowledge and was conscious of the existence of such 
a fund. 

Mr. Lawron. I do not think it is so obvious that they were consci- 
ous of it. 

Mr. Covupert. Well, they passed it and are presumed to have 
knowledge of what they have done. Maybe they do not, but, as a 
matter of law, thev are presumed to. 

Mr. Lawton. That isright. And | would presume they would have 
referred to this specific act. 

Mr. Coupert. That is not the point. What I am trying to get 
at—and I think you will agree with me on this—is that it was within 
the power of the Congress in the passing of the Internal Security Act 
to which you refer to have in that act authorized and made provision 
for an appropriation to carry out its intent. Is not that a fact? 
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Mr. Lawton. They authorized the appropriation for it, certainly; 
but they did not appropriate. 

Mr. Coupert. You do not answer my question. Subsequently you 
say they authorized an appropriation. 

Mr. Lawton. No. They made an appropriation. 

Mr. Tuomas. $60,000 was transferred to this fund. 

Mr. Coupverr. For some reason or other you won’t let the fact get 
in the record that I am trying to make that Congress was in session. 
Congress could have, had it been its will, authorized and appropriated 
the necessary funds, but it did not have to do so, because theretofore 
they had appropriated an emergency fund. 

Mr. Lawron. That is right. The appropriation, of course, was 
available for that. 

(After discussion off the record.) 

Mr. Tuomas. So far as the record is concerned, let us get it reason- 
ably accurate. Further carrying out Mr. Lawton’s statement, you 
recall that the quantity of funds that Mr. Richardson’s board will use 
is a matter over which he and his Board have not very much, if any, 
control. It depends upon the Federal courts of the United States, 
namely, how they rule on motions with reference to the Communist 
Party. If they hold that party is a subversive party, then Mr. 
Richardson is going to have to come back in here, and we will have to 
give him $50,000 or $100,000 more. 

Mr. Couperr. Mr. Lawton states that the Congress had not au- 
thorized and appropriated specific funds for carrying out the McCarran 
Act and it had not theretofore provided an emergency fund for the 
President; so that there were no funds available for the President to 
carry it out. The situation, as I take it, then would have been that 
the President would have had a directive but would not have been 
provided with the sinews of war to carry out that directive. Is that 
correct? 

Mr. Lawton. That is correct. 

Mr. Coupert. So, if there had been a failure to meet the so-called 
emergency, the responsibility would have been wholly that of Congress 
and not of the President, I take it. 

Mr. Lawron. That is correct. But since the funds were available 
and Congress had enacted this act and passed it over the President’s 
veto, he would have been charged with bad faith if he failed to imple- 
ment the act as soon as the act was passed. 

Mr. Coupert. I entirely agree with you as to that. I merely want 
to make the point quite clear on the record that if there had been no 
emergency fund available by prior appropriations, it would have been 
within the power of Congress at the time it passed the MeCarran 
Act to have provided the funds; would it not? 

Mr. Lawton. Certainly. 

Mr. Yates. However, this $60,000 that was supplied was believed 
to be in the nature of an emergency which warranted the use of those 
funds pending the reconvening of Congress; is not that correct? 

Mr. Lawton. That is correct. It was felt that if the act was as 
important in the minds of Congress as the debate indicated, there 
was a need and a justification and a duty on the President to imple- 
ment it as quickly as possible. 

Mr. Yares. And Congress was not reconvening for some time after 
that? 
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Mr. Lawron. Not until late in November. 

Mr. Puiuturrs. Now we have justified so far, $840,000 on the 

=_— stated by Mr. Lawton, so that Congress subsequently reim- 
ursed the fund or you withheld funds to what extent? 

Mr. Lawron. The $140,000 that we took back. 

Mr. Puiturrs. So that we really have said ‘There is an emergency 
that we are justified in meeting.” 

Mr. Lawton. We allocated $300,000 and took back $140,000, 
which left $160,000. The $480,000 was for the original Immigration 
and Naturalization Act. 

Mr. Puiuurrs. And you did not get any of that back? 
Mr. Lawron. No. 


ALLOCATION TO BUREAU OF THE CENSUS 


Mr. Puruuips. In the case of the Bureau of the Census, what 
emergency was connected with the $75,000 given the Bureau of the 
Census? 

Mr. Lawton. That was for the establishment of security control 
on statistical information. 

Mr. Putturrs. Do you remember the date on which that was 
allocated? This memorandum would be more valuable if you gave 
the dates on which the allocations were made. 

Mr. Lawron. I can insert the dates in the record. 

Mr. Puruurps. I wish you would do that. Put in the dates on 
all of them. 

Mr. Lawron. It was January 10. 

Mr. Puruuips. Certainly we were here then. 

Mr. Lawron. But the committee was not organized. 

Mr. Puiuurpes. On January 10 of this year? 

Mr. Lawron. That is right. 


ALLOCATION 






FOR EXPORT CONTROL 


Mr. Puriures. How about export control? $100,000 was given for 
export control. 

Mr. Lawton. That was October 11. 

Mr. Puitures. And what was the emergency in that? Congress 
was not in session at that time? 

Mr. Lawton. Congress was not in session at that time, and there 
was a distinct change in the necessity for export control when the 
Chinese Communists began to move into Korea. 


ALLOCATION FOR SECURITY OF THE PRESIDENT 


Mr. Puruurps. You have already described to the chairman and 
Mr. Yates the $813,000 for protective construction and the $68,000 
from the other fund for the east wing of the White House. Mr. 
Coudert points out that there is probably nothing in the record on 
this protective construction. What was that $813,000 used for? 

Mr. Lawron. It was protective construction in connection with 
the security of the President. It is in the White House and the White 
House area. I do not know the specific plans of the Commission, I 
do know that part of it is in the White House building and part extends 
over toward the East Wing. 
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Mr. Puitures. And that same thing applies to the item in the other 
fund of $68,000? 

Mr. Lawton. Yes. 

Mr. Putuuips. I shall have to say I will bring down the newspaper 
clipping and read that into the record if that is the only way we can 
get it in the record. 

Mr. Tuomas. If that is not in the record now, let us get it in. I 
think he testified that was a concrete underground shelter. How 
many people will it accommodate, where the men can actually get 
down there and work? 

Mr. Lawton. I do not know. I think you can get that from the 
Public Buildings Administration. 

Mr. Puruuips. | think, expressing the feeling of at least one member 
of this committee, that that is a questionable expenditure of $813,000 
plus $68,000, which is $881,000, from the emergency fund, when we 
have already supplied $5.4 million for the renovation of the White 
House. And this committee has repeatedly said to all agencies—and 
we say it to y ou, because we think you o 
that if we are in a time of emergency, then we have to spend our money 
for those things which are most urgently needed, and if this is needed 
more for some emergency than something else contemplated in the 
White House, then a reduction should have been made in something 
else and the cost absorbed there. We have said the same thing to all 
other agencies regarding their personnel and expenditures—that we 
cannot continue to spend at the rate we are spending; that they must 
absorb the war demands, even if they have to improve their procedures, 
which should not be very hard; or they have to absorb it in their pres- 


ent personnel, which should be even less hard; or, if necessary, they 
have to discontinue some less necessary functions of their agencies. 
So I do not admit the $881,000 to be an emergency expense. 


ALLOCATION TO OFrFIcE OF DEFENSE MOBILIZATION 


Now, as to the Office of Defense Mobilization, $200,000, why is that 
an emergency? 

Mr. Lawron. That was for the establishment of Mr. Wilson’s 
office. 

Mr. Puiurps. What date was that? 

Mr. Lawron. That was December 29, 1950. 


ALLOCATION FOR CIVIL DEFENSE 


Mr. Puiuurps. And the date of the Federal Civil Defense would 
probably have been the same. Am I right? That was $1,210,000. 

Mr. Lawton. The original allocation was made on November 2, 
1950. : 

Mr. Puiurps. Supposing that is an emergency, supposing we do 
not challenge you on whether or not the $1,410,000 is for an actual 
emergency, the emergency part of it is only that you had to have,’or 
the President felt he had to have, some money to start this operation 
going before the Congress could get back and vote the money; but 
why is that amount of money necessary? Why should not a lesser 
amount have been allocated until the Congress came back and began 
to appropriate regularly for the agency? 
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Mr. Lawron. Well, the appropriation is up here. Congress has had 
it, and they have not appropriated it yet. 

Mr. Puitutrs. If those two agencies together have $1,410,000, very 
generously given them from the emergency fund, why should there 
be any rush about putting the other bill through? But it is going to 
go through. It will be on the floor the first week in April. If there 
had been any pressure, if they had needed the money, it could have 
been put through a month ago. 

Mr. Lawton. That is something you gentlemen can judge. I 
cannot. But we have submitted it. 

Mr. Puiturrs. But the point is that you are not using this money 
for emergency purposes. 

Mr. Lawron. Oh, yes. 

Mr. Puiuuiprs. I do not think so. 

Mr. Lawron. You would not have that organization in operation 
at all if we had not allocated that money. 

Mr. Puiturps. You would have had it in operation for less money; 
you would have had it in operation for half that. 

Mr. Lawton. No. We will have to make additional funds available, 
if the appropriation is not through by the time you state, if it is to 
continue operation. 

Mr. Sraurracuer. As a matter of fact, we have made a further 
allocation of $621,000. 

Mr. Puiuurrs. In addition to the $1,410,000? 


DETERMINATION OF AMOUNTS TO BE ALLOCATED 


Mr. Sraats. Mr. Phillips, I think it might possibly answer your 
question to show how we arrived at these particular figures, which 
I believe is your question. We arrived at them in terms of the calcu- 
lation of the requirements until the date we assumed—and I think 
this was after consultation with the committee—was the most reason- 
able time we could expect to get action from Congress. 

Mr. Putuurps. Approximately when was that? 

Mr. Lawron. April 1. 

Mr. Covupert. You say the allocation to the Office of Defense 
Mobilization was made on December 29? 

Mr. Lawton. Yes. 

Mr. Couprerr. And that to the Federal Civil Defense Administra- 
tion was made on November 2? 

Mr. Lawton. Yes. 

Mr. Covupert. As I recall it both of those agencies came out of the 
legislation passed earlier in the session. 

Mr. Lawton. No. 

Mr. Coupert. They did not? 

Mr. Lawton. The Federal Civil Defense Act was passed in Jan- 
uary, I believe. 

Mr. Coupert. January of what year? 

Mr. Lawton. This year. 

Mr. Couprert. Was Congress in session in the month of December 
1950? 

Mr. Lawton. Yes, sir. 

Mr. Coupert. So that Congress could have authorized and appro- 
priated funds specifically for the institution and carrying on of those 
agencies; could it not, had it so elected? 
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Mr. Lawron. I think it could have if it had so elected. The Con- 
gress can do anything it wants to do. 

Mr. Couprert. My point is that Congress was in session. 

Mr. Lawton. Yes. 

Mr. Coupert. And available to have acted and, for all you know, 
might have acted had it not theretofore set up this emergency fund 
which was, in fact, available and made further action unnecessary. 

Mr. Lawton. Well, that is a fact; it did not need to act on them 
immediately. 

Mr. Coupert. I just wanted the facts to be in the record. 

Mr. Lawton. That is right. 

Mr. Puriuuips. But the further fact is that Congress was not asked 
for the money; it was simply taken out of the emergency fund without 
asking Congress for the money; was it not? 

Mr. Lawron. Y es; because Congr ess was not in session at the time. 

Mr. Puiturps. The point I am bringing out is that even if Congress 
had been in session——— 

Mr. Lawron. The one point is that Congress has been asked for 
the money. 

Mr. Puixuips. After January 1? 

Mr. Lawton. After January 1, after the act was passed. 

Mr. Sraats. In the case of the Civil Defense Administration, I 
think it boils down pretty much to the question of whether the 
national emergency situation was such as to warrant moving ahead 
more rapidly and getting the program under way instead of having to 
wait. 

JUSTIFICATION OF ITEMS AS “‘EMERGENCY” 


Mr. Puiturps. I was just about to bring that point out. There is a 
question, perhaps, in our minds as to the proper justification of some 
of these items as emergency fund items. But even if we were to accept 
your contention without making a decision on our part, you have only 
justified as possible emergency items, up to and including the $600,000 
which the President just gave and which you have not justified here, 
an amount which does not come to $3 million. 

Mr. Staurracuer. The current balance in the fund is $4.7 million. 

Mr. Puiuuips. But if you include items like the construction of the 
White House, which is certainly, under no stretch of the imagination, 
an emergency expenditure, but if we will stretch our imagination for 
the moment rather than arguing with you on a couple of those points, 
I simply want to make clear that even allowing that they are emer- 
gencies, which we do not admit they are, but if we accept the General 
Services amount and include the $600,000 which you say the President 
has just given you, which is not on the list, you still have not come to 
$3 million, and now the request for next year is for $25 million. 

Mr. Lawron. On the basis of the letter which I sent to the chair- 
man of the Appropriations Committee this week, suggesting that we 
use the emergency fund for agencies engaged in defense-production 
activities because their supplemental appropriation is not yet avail- 
able, the balance from this fund would presumably be less than 
$1,000,000. 

Mr. Puiuurps. I do not think this Congress is willingly going to 
surrender its right to. finance the Government by being put in the 
position where anything the President wants may be called an emer- 
gency, rather than coming to the Congress for the money, 
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That is what we think you are doing, and I do not agree with that 
method. 

Now, even assuming that item should be considered an emergency 
item, which I do not agree it should, but if I do, you still have not 
spent the $3,000,000. 

Now coming down to the second fund for $1,000,000: I am thor- 
oughly familiar with this item with reference to the water-resources 
policy. And, I am in favor of what is being done, but there is not 
the slightest emergency in it, and nobody could possible argue that 
there was an emergency in it. Do you not think that could have 
come up, Mr. Lawton, in the regular course? 

Mr. Lawton. This study was already long overdue. They started 
working within a week after reappointment of the Commission. 

Mr. Puruuips. There was no emergency. Where did you get the 
idea there was any emergency that woul justify any $173,000 for 
that? That was simply an expenditure out of that fund, because that 
was the easiest thing, and because it was easier than coming to the 
Congress and asking for the appropriation. 

If that is the way the emergency fund is to be used I think this 
committee is going to have to put some restrictions on the fund say- 
ing what can be considered an emergency. An emergency is an emer- 
gency. Look it up in the dictionary. 

Now, for the President’s Commission on Migratory Labor: That is 
in the same category; I am not as familiar with it as I am the other, 
ie I think the objective is good, but certainly there is no emergency 
there. 

Now as to the east wing of the White House, that is not an 
emergency. 

Floods in Reno: That is an emergency. 

Where is there any emergency in respect to the Communications 
Policy Board, Mr. Lawton? 

Mr. Lawton. That is the same type of study that was made by the 
Water Resources Commission and the Commission on Migratory Labor. 

Mr. Puruurps. And, the studies on foreign economic policy. You 
are asking $300,000 for these economic advisers that the President has 
down there, in a separate request. 

Mr. Lawton. The studies of foreign economic policy are—— 

Mr. Puiturrs. Why should that not come through the State Depart- 
ment more properly? 

Mr. Lawton. The Commission was a Presidential group, and not 
appointed by the State Department. 

Mr. Puituips. Just because the President happens to appoint 
somebody to do something without having to ask the Congress does 
not, in my opinion, necessarily make it an emergency. 

Mr. Lawton. I was going to explain 

Mr. Puiturrs. Your interpretation of this fund is that simply 
because the President spends money out of the emergency fund in this 
period, it is an emergency? 

Mr. Staats. Mr. Phillips, I see the point you are making all 
right, but I think it involves a question as to whether the matter is 
one which the President feels is of national concern and interest, 
whether he should have a fund at his disposal—not a matter on which 
some action is taken—but a matter to be studied so that he can be 
in better position, as a result of such study, to make a recommendation 
or come up with a recommendation that has been considered, involving 
some policy matter to be submitted to the Congress. 
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This usually is the case, and as indicated in these items, they are 
comparable to things which have been appropriated for during the 
last several years. 

Mr. Puiuurps. Yes; that may be, but if you will look back over the 
hearings of this committee, you will find it has been very specific in 
previous years as to what its interpretation was of what constitutes an 
emergency. And several times it has insisted you bring up more de- 
tails with respect to expenditures, and it has been very critical of some 
of the things that have been presented. I must say, for the benefit of 
~~ gentlemen, that you are not responsible for all this, you simply 

ave to come up and take the criticism, but nevertheless maybe if we 
impress it upon you there may be more resistance on your part when it 
comes to passing upon requests considered as emergencies. 

Mr. Covuprrt. Mr. Chairman, if it has not already been included in 
the record, I should like the justification of the ‘Estimate for the 1952 
emergency national defense” be included in the record at this point. 

And I should like to make one further observation with respect to 
the subject matter of that memorandum. It seems to me that the 
testimony following Mr. Phillips’ question suggests, on its face at 
least, that as a practical matter the entire Federal budget might be 
put on an emergency basis. On a basis of comparative reasoning,. 
there is hardly an appropriation in the budget itself that would not be 
equally justifiable and as easily justified as most of these items for 
last year and for the use of the current year’s emergency appropria- 
tion. I query, therefore, whether perhaps this method of providing a 
substantial emergency fund for the President is not a lazy approach, 
the responsibility for which no doubt is on the Congress itself for 
having made such appropriations as that. 

Mr. Corton. I understood from your testimony that some of these 
allocations were recaptured after Congress subsequently appropriated 
money for the same purpose. 

Mr. Lawton. We made an original allocation of $300,000 in funds. 
We sent up to the Congress appropriation requests for internal- 
security functions in the Department of Justice. When that was 
passed there was $140,000 left and we took that back. 

Mr. Corron. When this first emergency fund was established 
was the theory advanced that it should be, in a sense, a revolving fund | 
of the President who would use such funds as necessary and then say 
to this committee, ‘I have spent so much for a certain purpose, 
please replace it’’? 

Mr. Lawton. No; the fund is an annual fund. It is a fiscal-year 
fund that expires at the end of the fiscal year. It is a revolving fund 
only in the sense that Congress may specifically in certain cases appro- 
priate moneys which shall sebhece funds spent out of the President’s 
fund. The only occasion where we would raise that issue is in connec- 
tion with the currently proposed allocation for the defense mobili- 
zation activities, the appropriation for which will probably not pass 
until sometime near mid-April or later, and we want to give them 
funds to run through April out of this fund if the committee is willing. 

Mr. Corron. The point I had in mind is this: I think there is 
reasonable cause for apprehension, without any reference to the 
present occupant of the White House or anybody else, that as time goes 
on this practice of using the President’s fund might grow as other 
departments and methods of expenditure have grown. If this fund 
were considered an advance for an emergency when it would take too 
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long to come to Congress, or when you could not come to Congress, 
if something was required in an emergency, if those funds which were 
advanced were recaptured by definite action of the House from the 
budget of the departments or burreaus or activities in whose interest 
they were spent, would not that be a rather wholesome practice to 
prevent the continuous growth of this practice through the years? 

Mr. Lawton. The way this has been operated is that we have not, 
in these cases we have cited, given funds for the Subversive Activities. 
Board in the Department of Justice or the Bureau of Immigration, 
except up to the point we calculated the appropriation would be 
available. 

We gave them on a short-term basis for a couple of months or 3 
months at a time, and not for the full period of operation, so that, in 
a sense, the funds are generally used up by the time the appropriation 
is made, and we felt that it has not been necessary to reimburse the 
fund. In other words, the appropriation could be charged, you 
could keep this fund built up, but we have not felt it necessary to do 
that. We preferred to come up with the fund on an annual basis, 
annually reviewed, to utilize the money for short periods and then 
let Congress make the appropriation for itself. 

Mr. Corron. Perhaps what I am getting at is a mere matter of 
bookkeeping, but it does not seem to me that that is so, because it 
seems to me that I can foresee this department and that department, 
this bureau and that bureau urging to the President, or some President, 
when time goes on, that he has at his disposal money and resources 
in emergency funds and say to him, “This is an emergency, can you 
not use some of your fund for this purpose?” and they would annually 
secure an advance. Now, if they knew that they had to justify it 
and reimburse it out of the next appropriation, would it not be a very 
healthful and wholesome situation? 

Mr. Lawton. Well, it possibly might, but the one question that 
comes up is that in normal times this fund is relatively small. 

Last year the regular fund was $1,000,000, of which approximately 
half of it was for disaster relief, under certain specific restrietions in 
the fund. The total amount available for other purposes was about 
half a million dollars. Now, in the last session Congress passed a 
new act providing for disaster relief, so that this disaster part of it is 
now out, and in normal times this fund would be materially smaller 
than now. It is only large at the moment because of the mobilization 
situation we are in and the necessity for creating new agencies. 

Mr. Corton. I have not much confidence in this matter of taiking 
about normal times, and returning to normal times, because things 
do not seem to happen that way. We go from one emergency to 
another, and we have seen agencies like the National Advisory Com- 
mittee for Aeronautics and other activities that were established for 
particular emergencies grow and grow and grow, and it seems to me, 
without any reflection on any President, that here is a practice which, 
unless there is pretty careful bookkeeping and a proper theory is 
used to safeguard it, may grow into a very unguarded method of 
spending money, and as a matter of fact invade the province of 
Congress. 

Mr. Lawton. Over $600,000,000 was appropriated for this purpose 
during World War II. Subsequent to World War II we came down 
to a few hundred thousand dollars. 

Mr. Tuomas. Thank you, gentlemen. 








Monpay, Marcu 19, 1951. 
VETERANS’ ADMINISTRATION 


WITNESSES 


GEN. CARL R. GRAY, JR., ADMINISTRATOR OF VETERANS’ AFFAIRS 

S. M. MOORE, JR., BUDGET OFFICER 

JOHN D. BAKER, CHIEF, ESTIMATES DIVISION 

URBEY E. WELLS, ASSISTANT CHIEF, ESTIMATES DIVISION 

C. E. HAYS, DIRECTOR, COORDINATION SERVICE 

G. H. BIRDSALL, ASSISTANT ADMINISTRATOR, LEGISLATION 

R. P. BRONSON, ASSISTANT ADMINISTRATOR, CONTACT AND AD- 
MINISTRATIVE SERVICES 

F. W. KELSEY, ASSISTANT ADMINISTRATOR, FINANCE 

G. H. SWEET, ASSISTANT ADMINISTRATOR, PERSONNEL 

F. H. DRYDEN, ASSISTANT ADMINISTRATOR, CONSTRUCTION 
SUPPLY, AND REAL ESTATE 

W. HOWARD, ASSISTANT ADMINISTRATOR, CLAIMS 

R. L. JARNAGIN, CHAIRMAN, BOARD OF VETERANS APPEALS 

E. E. ODOM, SOLICITOR 

H. W. BREINING, ASSISTANT ADMINISTRATOR, INSURANCE 

H. V. STIRLING, ASSISTANT ADMINISTRATOR, VOCATIONAL REHA- 
BILITATION AND EDUCATION 

VICE ADM. JOEL T. BOONE (M. C.) USN, RETIRED, CHIEF MEDICAL 
DIRECTOR 

DR. H. A. PRESS, DIRECTOR, MANAGEMENT AND PLANNING STAFF 
MEDICAL SERVICE 

F. R. KERR, ASSISTANT ADMINISTRATOR, SPECIAL SERVICES 

J. G. CORBITT, DIRECTOR, FOREIGN RELATIONS SERVICE 


ADMINISTRATIVE, Meprcat, Hospirat, AND DomicILiaRY SERVICES 


Funds available for obligation 





| | 
| 1950 actual /|1951 estimate | 1952 estimate 





} a 


DIRECT ORLIGATIONS | 


Anrronrintion OF GUImNONe. «6s. skins. neon ecm nnnmnessse | $876, 467, 000 $890, 364,800 | $894, 788,000 
Transferred to ‘‘Operating expenses, General Services Admin- | | 
istration, 1951,’ Reorganization Plan No. 18 of 1950 —880, 065 


Adjusted appropriation or estimate. ___..........-...--- 876, 467,000 | 889, 484,735 | 94; 788, 000 
Prior year balance reappropriated - sdiccbecaasal) Sas 179, 000 | f 


Total available for obligation 891, 467,000 | 889,663,735 | 894, 788, 000 
Balance reappropriated for subsequent year_-__......------- -| —179,000 |..-..-.-- | 
Unobligated balance, estimated savings--.-..-.....-.-.-.--- -| —4,406,122 | —5, 720, 261 | 
SI ccnp ecapebonn : |-- ; ‘ — 10, 000, 000 
Obligations incurred | 886,881,878 | 873, 943, 474 | 
Comparative transfer to ‘Operating expenses, General Serv- | } 
ices Administration,” Reorganization Plan No. 18 of 1950 —806, 704 —76, 674 
Comparative transfer from ‘Federal tort claims, Veterans’ | 
Administration” 14, 661 |. 


Total direct obligations 886, 089,835 | 873, 866,800 894, 788, 000 
REIMBURSABLE OBLIGATIONS 
Reimbursement for service performed 6, 552, 481 2, 000, 000 2, 263, 000 


co ERE RE 2 ONE ie pena ae ee nee Sey ee | 892,642,316 | 875, 866, 800 | 897, 051, 000 
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Obligations by activities 







































































Description 1950 actual | 1951 estimate | 1952 estimate 
DIRECT OBLIGATIONS 
i. Medical hospital, and domiciliary services: 
(a) Neuropsychiatric hospitals_._....................-- $127,321, 880 | $131, 606,119 | $140, 450, 800 
(6) "Tube: Ph Sl edhainctek dude inde nkiadonseulcr , 861 38, 178, 800 40, 221, 300 
(c) General medical hospitals--_-_........._........-.-.. 246, 315, 323 | 269, 913, 100 307, 302, 500 
Non-Veterans’ Administration hospitals_........... , 618, 897 26, 371, 700 17, 276, 200 
SE RR OF STS E Ree eu pee Ete Soa Bs « 17, 209, 297 18, 654, 900 19, 911, 200 
gh 8” Aina AERA. Disp a ER Ae , 355, 3, 900, 000 4, 095, 000 
(0) Out-patient medical services........................ 113, 273,137 | 101, 806, 144 113, 080, 000 
(h) General medical administration.................... 8, 309, 958 8, 081, 700 8, 383, 400 
cy PRE Se Se eee 8, 042, 516 8, 690, 800 8, 669, 600 
2. Nonmedical program, administration and operation: 
(a) Veterans and dependents claims._.._............... 43, 368, 755 40, 353, 270 41, 008, 582 
Eat ATES SEER EE A ge a RG 49, 143, 736 49, 760, 682 44, 067, 407 
(c) Vocational rehabilitation and education ____...._._- 71, 135, 612 59, 538, 475 41, 763, 511 
re ae No ee waa 9, 310, 202 12, 950, 136 12, 714, 000 
(e) Readjustment allowance___.................--....--. 8, 617, 635 4, 257, 476 3, 110, 196 
(f) General administration and contact__.........___... 103, 403, 655 99, 344, 040 86, 893, 655 
eS RSPR + Sa Ee ae BE 5, 599, 369 5, 459, 458 5, 840, 649 
Total direst obligations... .....0.-.02255.05.6.-.2..2....- 890, 485, 238 | 878, 866, 800 894, 788, 000 
REIMBURSABLE OBLIGATIONS 
1. Medical, hospital, and domiciliary services: 
(c) General medical hospitals. -_.....................-_- 2, 683, 033 2, 000, 000 2, 263, 000 
(g) Out-patient medical services--, -......--....-.-.--- PO tient abewbdvd debi Seamielio 
(j) Purchase of portable initial equipment___........... <8 Seis RBH een 
Total reimbursable obligations_.-................ 6, 552, 481 2, 000, 000 2, 263, 000 
Total obligations incurred _._.............--.-.--- 897,037,719 | 880, 866, 800 897, 051, 000 
Usage of surplus inventory stock.................---.--.-.---- —4, 395, —5, 000, 000 j...........-.. 
I iin wining laniiensenntioneimsineéab aed cian 892, 642,316 | 875, 866, 800 897, 051, 000 
Obligations by objects 
Object classification 1950 actual | 1951 estimate | 1952 estimate 
SUMMARY OF PERSONAL SERVICES 
Total number of permanent positions.............-..--...---- 193, 642 197, 796 203, 392 
Full-time equivalent of all other positions...............--.-.. 3, 910 3, 668 5, 867 
Average number of all employees... 186, 145 186, 118 189, 436 
Personal service obligations: 
I ni eepatinebonal $600, 343, 092 | $612,174,303 | $618, 006, 837 
Part-time and temporary positions._.............-.-.-.-.. 17, 414, 101 , 590, 25, 005, 053 
pay in excess of 52-week base...............--.... 2, 345, 860 |...-..------.. 2, 445, 599 
I, OTD WRIO TONIG 8 nc ttcccwencncccencune 7, 510, 385 7, 702, 932 7, 671, 968 
Total personal service obligations__.................--.- 627, 613,438 | 637, 468, 091 653, 129, 457 
Deduct charges for quarters and subsistence... ........-.- 11, 952, 720 14, 260, 725 16, 133, 598 
Net personal service obligations... « -| 615, 660,718 | 623, 207, 366 636, 995, 859 
DIRECT OBLIGATIONS 
@1 Personal services._.. 614, 322,818 | 621, 657, 366 635, 195, 859 
02 Travel: 
Employees.... 4, 639, 551 4, 862, 761 5, 285, 172 
SSE a ET La Rete oe ns BE , 230, 7, 379, 858 8, 505, 922 
Transportation of things: 
i a aaetenmeealenl 179, 579 193, 298 225, 100 
I Red IE RED, ecg wdcddccsustnoupencbieceubhias! 4, 867, 433 4, 744, 246 5, 393, 300 
04 Communication services................................-- 3, 956, 633 4, 012, 891 3, 994, 406 
05 Rents and utility services__...............-.-...---.--..-- 15, 420, 036 14, 902, 270 10, 234, 076 
06 Printing and reproduction.-................----...-.....-- 1, 956, 421 2, 570, 000 2, 220, 000 
07 Other contractual services: 
Medical and dental fees...............-......---...--- 49, 199, 729 40, 787, 600 50, 425, 600 
SE dk oct tok chigtbbasbbesksodhonmnihunobundineen 70, 764, 269 58, 580, 600 49, 662, 900 
08 Supplies and materials: 
(| tals RE EAE ee ae a EP Ra. = 45, 070, 694 47, 456, 400 49, 483, 600 
(REEDS TE I EL I RE IS: 47, 426, 796 49, 486, 051 53, 634, 600 
EE RE els oe EE a we 10, 110, 698 9, 628, 613 9, 458, 300 
ene eusepesiin 675, 45: 305, 326 248, 700 
11 Grants, subsidies, and contributions -_.................--.- 624, 12, 259, 520 10, 795, 465 
13 Refunds, awards, and indemnities---.................-.--- S 40, 000 25, 000 
RE GE Ps vant ttkcdcmnttsibnndcndecwosensees 890, 485, 238 | 878, 866, 800 894, 788, 000 
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Obligations by objects—Continued 





































































Object classification 1950 actual | 1951 estimate | 1952 estimate 
REIMBURSABLE OBLIGATIONS 
el ORE SRESEES 3" Ses a ee eee $1, 337, 900 $1, 550, 000 $1, 800, 000 
07 Other contractual services... ....._- TS SER PR EAT Sy, Raesrale ay Niet oF TRS Se 
08 Supplies and materials: 
Nh Dh aloe bin esatercsickdeawsdae 161, 500 200, 000 200, 000 
tell adultighiedbienchennicvwace-erecac-tess}: Ae 235, 000 220, 000 
ESSAI Se 7 aa a eR apenas 3, 305, 148 15, 000 43, 000 
Total reimbursable obligations... __- Paveudlnsicos Scnaabicns 6, 552, 481 2, 000, 000 2, 263, 000 
ho a 897, 037, 719 880, 866, 800 897, 051, 000 
Usage of surplus inventory stock.._..............-.-2--22 2 —4, 395, —5, 000, 000 |.-..-.-...---- 
pi REE AIS ECS a ene ee ce lp Oe Se 892, 642, 316 875, 866, 800 897, 051, 000 
COMPENSATION AND PENSIONS 
Funds available for obligation 
1950 actual | 1951 estimate | 1952 estimate 
PINT EE GI ns So nick nnn casinceceseceuee $2, 219, 201, 000 |$2, 147, 520, 000 | $2, 223, 400, 000 
Prior year balance available..................-..--..-.------ 11, 366, 892 DE iitirmincanaten 
Total available for obligation. _.................-..-.- 2, 230, 567, 892 | 2,154, 995, 606 | 2,223, 400, 000 
Balance available in subsequent year_...-................-- oi 5 | Ee Se 
ES SE RRL ln ape eee 2, 223, 092, 286 | 2, 154, 995, 606 | 2, 223, 400, 000 
Comparative transfer to “Retired pay, Army, Navy. Marine 
Corps, and Air Foree, civil functions, Department of 
DE 5 oc dnns und rthcomnb atdeeekiuns chcdeedeteiies sian ms, SE See ae eee 
CRIES sce eee ein eee Rp ee egret 2, 148, 681, 161 | 2, 154, 995, 606 | 2, 223, 400, 000 
Workload by activity 
-~ 
[Average number of veterans’ cases] 
1950 actual | 1951 estimate | 1952 estimate 
1.{Compensation: 
(a) Spanish-American War veterans___........_..-.._- 588 552 518 
(6) Spanish-American War dependents-__........_..__- 1, 184 1, 144 1, 106 
C0) We CR ne WON Sa i cs. cence ncecnenne 7, 431 286, 929 274, 844 
(d) World War I dependents_-_...--.-.........---.-.-_- : 64, 150 61, 224 
(e) World War IT veterans___.--_.._--....-.-.-.-.. 22. 1, 640, 652 1, 580, 274 1, 663, 996 
(f) World War II dependents_..-._.-_-.......- 2-22... 251, 840 256, 110 260, 147 
Hy Be eek nc tencencs 51, 540 58, 309 68, 286 
(hk) Peacetime dependents.......-.....-...-.-.-...-.--- 16, 260 19, 423 23, 721 
2. Pensions: 
(a) Yellow fever experiments__.._.....-.......-.-_.._-- 4 4 4 
(b) Mexican War dependents.__........-...--2 2 ee. 26 22 19 
1) Tne OE se oe ais acen cc ebwecnce 571 481 395 
(d) Indian War dependents.-__-..._.-...........__-___- 1, 881 1, 701 1, 532 
Coy Soe ee  e  k ee pcan ence n enone 18 12 tf 
(f) Civil War dependents...........................- 12, 127 10, 054 8, 304 
(g) Spanish-American War veterans-_-_-__.-.___..___- 94, 910 87, 508 80, 562 
(h) § h-American War dependents. -._...........-- 78, 095 78, 918 79, 632 
(i) World War I veterans_._..-..-......._..-.._-.---- 201, 882 261, 452 338, 019 
(j) World War I dependents... __.-.-.__-...-.-_---.-- 209, 966 228, 143 246, 068 
(SR eB ee 22, 525 29, 676 41, 490 
(2) World War II dependents._.........-...-.-.----- : 9, 451 12, 522 15, 917 
(m) Peacetime service veterans. -_.-.........---------- 433 422 411 
0 a! Peacetime service dependents-.-.-._......-.--------- 144 129 115 
8, Other: 
(a) Emergency officers’ disability retirement-_-_----.-_- 2, 201 2,152 2, 105 
(b) Adjusted service and dependents pay. -.---...--..-- 22 22 16 
(c) Subsistence allowance for disabled veteran trainees. 167, 809 105, 000 63, 000 
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Unit costs by activity 


[Per veteran’s case per year] 





1950 actual / 1951 estimate | 1952 estimate 





1. Compensation: 
(a) Spanish-American War veterans - - $1, 779 
(6) Spanish-American War dependents___.......___- a 
(c) World War I veterans 2 
(d) World War I dependents._____- ORE EERE 
(e) World War II veterans . 
(f) World War II dependents.........................- 
(g) Peacetime veterans. . ss 
ih) Penostime dependents... .............-.0......... 
2. Pensions: 
(a) Yellow fever experiments..........................- 
(b) Mexican War dependents. - 
(c) Indian War veterans. - ae aneeiae 
(4) cme) wr ar @ependents..........................-.-- 
(e) Civil War veterans 
(f) Civil war dependents peek 
(g) Spanish- ean nm in War veterans 
(h) Spanish-American War dependents 
(i) World War I veterans__-- a 
(j) World War I dependents 
(k) World War IT veterans. _- 
(1) World War II dependents inatoe, 
(m) Peacetime service veterans. .__.._- 
(n) Peacetime service dependents - - 
3. Other: 
(a) Emergency officers’ disability retirement 
(b) Adjusted service and dependents pay 
(c) Subsistence allowance for disabled veter: an trainees. 


epee ss 


mace wea Shida 














Obligations by activities 








1950 actual | 1951 estimate | 1952 estimate 


Description 





| 
| 


1. Compensation: | 
(a) Spanish-American War veterans__......-......-.--| $1,045, 876 | $981, 842 | $921, 367 
(b) Spanish-American War dependents . ae 1, 086, 516 | 1, 049, 814 | 1, 014, 943 
(c) World War I veterans : iches: ..-| 224,614,787 | 225, 870, 509 216, 027, 384 
(d) World War I dependents. __. canal 57, 032, 466 55, 040, 700 52, 897, 536 
(e) World War IT veterans : ‘ at 891, 105, 772 907,077,215 | 953, 124, 627 
(f) World War II dependents. ___- 232, 653, 139 238, 509,534 | 241,843,712 
(g) Peacetime service veterans. .- 34, 602, 257 40, 087, 195 | 46, 906, 149 
(h) Peacetime service dependents. - 14, 294, 500 17, 431, 829 | 21, 266, 897 
2. Pensions: 
(a) Yellow-fever experiments ‘ =v eae 6, 125 6, 000 | 6, 000 
(b) Mexican War dependents- -__. a 13, 916 , 352 9, 690 
(c) Indian War veterans ; cee 599, 720 99, a 407, 640 
(d) Indian War deperdents. - as Se 1, 054, 449 717 
(e) Civil War veterans es eae sdb 24, 046 
(f) Civil War dependents. -_- iti tiipchpcesnalice teas 6, 798, 518 
(g) Spanish-American War veterans cwpativacedowsca| sae 
(h) Spanish-American War dependents. ____.._._._-_- 47, 340, 158 
(i) World War I veterans_- iooas 167, 691, 524 i 
(j) World War I dependents. __. a SSR RL Reerene 118, 936, 519 125, 984, 936 132, 876, 720 
(k) World War II veterans en Me 18, 942, 369 23, 147, 280 31, 117, 500 
(1) World War II dependents. - Pikalaiciotilecbman eats 6, 070, 018 8, 039, 124 10, 218, 714 
(m) Peacetime service veterans. .._......._._..- 7, 022 84, 809 82, 599 
(n) Peacetime service dependents 5 53, 200 47, 659 42, 487 
3. Other: 
(a) Emergency officers’ disability retirement (World 
War I). Saieitepahialha 4, 319, 099 4, 224, 210 4, 131, 996 
(b) Adjusted service and depe ndents pay 8, 343 8, 344 5, 958 
(c) Subsistence allowance for disabled veteran trainees_| 213, 618 520 | 134, 927, 877 80, 130, 698 

















Total obligations.................................|2 148, G61, 161 la, 154, 995, 606 | 2, 223, 400, 000 
} | 





Obligations by objects 


12 Pensions, annuities, and insurance claims: 
5 $2, 148, 681, 161 

2, 154, 995, 606 
2, 223, 400, 000 
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READJUSTMENT BENEFITS 


Funds available for obligation 





1950 actual 


| ] 
| 1951 estimate 11952 estimate 





Appropriation or estimate $2, 917, 503, 000 
Applied to liquidation of | —31, 849, 163 
Prior year balance availa a 


Total available for obligation | 2, 885, 653, 837 
Balance available in subsequent year | —93, 064, 188 


Total obligations | 2, 792, 589, 649 


} 
1$2, 505, 600, 000 |$1, 211, 640, 000 
fee 


|" 93,064,188 | 317, 306, 791 


} 


| 2, 598, 664, 188 | 1, 528, 946, 791 





| 2, 281, 357, 397 | 1, 528, 946, 791 
| | 





Workload by activities 





1950 actual 


| 
| 1951 estimate | 1952 estimate 





1. Education and training: 
(a) Subsistence allowance $1, 990, 413 
(6) Tuition 1, 727, 212 
(c) Supplies aaa or 1, 990, 413 
(d) Equipment 1, 990, 413 
2. Loan guaranty (number): | 
(a) Gratuities (loan guaranteed or insured) 397, 784 
(b) Guaranty losses (claims paid) 6, 032 
(c) Property acquisitions 1, 872 
3. Readjustment allowances (claims paid): 
(a) Unemployment allowance 6, 268, 917 
(b) Self-employment allowance 141, 530 





} 
| 
} 
} 


1, 501, 500 975, 000 
1, 631, 500 | 1, 065, 000 
1, 631, 500 | 1, 065, 000 


} 
$1, 631, 500 | $1, 065, 000 


559, 000 518, 000 
7, 000 8, 000 
2, 908 4, 230 


832, 000 468, 000 
14, 100 5, 440 








Average cost per workload unit 








1950 actual 





1. Education and training: 
(a) Subsistence allowance: $918. 96 
(6) Tuition 394. 88 
(c) Supplies. 7. 86 
(dq) Equipment 2 34. 64 
2. Loan guaranty: 


lt Fs... oealcmutibenewume ne 97.98 | 


(6) Guaranty losse: 1, 644. 52 


(ce) Paoperty aeuuisitions.....-.......2-...22 20202. 5, 222. 06 | 


3. Readjustment allowances: 


(a) Unemployment allowances--_---.......-.-.-.-----]. 19. 87 
(b) Self-employment allowances __- A 96.19 | 





Obligations by activities 





| 
| 


Description | 1950 actual 


| | 
1951 estimate (1952 estimate 


| | 


$919. 00 | $919. 00 
395. 00 | 395. 00 
8.00 | 8. 00 
35. 00 35. 00 


144. 58 147. 20 
1, 952. 85 168. 63 
3, 747. 59 | 3, 747. 04 
19. 90 | 19. 90 
96. 16 | 96. 16 


| 1951 estimate | 1952 estimate 





1. Education and training: 
(a) Subsistence $1, 829, 111, 965 
(6) Tuition | 682, 039, 504 


(c) Supplies 15, 635, 871 | 
(d) Equipment | 68, 941, 032 


2. Loan guaranty: 
ip REDON NINN og ncn kn ccwteccudecnnccadue | 38, 975, 350 
oR BS aan eee CNA : 9, 919, 748 
(c) Property acquisitions. -.................--- > | 
3. Readjustment allowances: | 
(a) Unemployment allowances__.-- enmien 
(5) Self- employment allowances_---.....--.-.----- 2 


i og es eens 2, 792, 589, 649 


9, 775, 692 


124, 577, 369 | 
13, 613, 118 | 


| 

$1, 499, 348, 500 | $978, 735, 000 

| 588,550,000 | 385, 127, 681 
3, 052, 000 8, 520, 000 

57, 102, 500 37, 275, 000 


3, 670, 000 17, 349, 000 


| , 820, 000 76, 252, 000 
, 898, 000 15, 850, 000 


16, 560, 000 9, 315, 000 
1, 356, 397 523, 110 





2, 281, 357, 397 | 1, 528, 946, 791 
| | 
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Obligations by objecta 
12 a annuities, and insurance claims: 
1 





















































Rr ge IED ae EEE SS Oe $2, 792, 589, 649 
SMES SONS ese awn de eee ci ccdsussup ase wieeesks 2, 281, 357, 397 
ee hiss 2 pick acs bines Sc eritics oiim caric me ania Sede ciea nas 1, 528, 946, 791 
Miuitary AND Nava INSURANCE 
Funds available for obligation 
1950 actual | 1951 estimate | 1952 estimate 
Appropriation or estimate__.......... 22-2 $4, 116, 900 $6, 830, 000 $6, 000, 000 
Prior year balance available.......................-..----.---. 2, 700, 603 145, 768 398, 918 
Payments from non-Federal sources._.....................-..- RR a Re Ce 
Total available for obligation. -................----.-..- 6, 910, 664 6,975, 768 6, 398, 918 
Balance available in subsequent year_.................._____. — 145, 768 398, 918 |_...---2--. 28. 
RR Se CE ey SE Ee ene eT 6, 764, 896 6, 576, 850 6, 398, 918 
Obligations by activities 
Description 1950 actual | 1951 estimate | 1952 estimate 
1. Monthly payments to beneficiaries: 
{o D bility ESSE IE SP een aan ert sae $4, 769, 965 $4, 649, 000 $4, 503, 000 
I 49, 876 22, 850 20, 918 
2. One-sum benefit payments.__................------ 2-2... 61, 109 55, 000 50, 000 
3. Transfers to U. S. Government life insurance fund_.._____- 1, 883, 946 1, 850, 000 1, 825, 000 
EE IEE LF CPR TLR 6, 764, 896 6, 576, 850 6, 398, 918 
Obligations by objects 

Object classification 1950 actual | 1051 estimate | 1952 estimate 

11 Grants, subsidies, and contributions (payment to U. 8. r 
Government life insurance fund) __.__.............--..-- $1, 883, 946 $1, 850, 000 $1, 825, 000 
12 Pensions, annuities, and insurance claims...............- 4, 880, 950 4, 726, 850 4, 573, 918 
Co EEIIEES PUNE SOE ee SE A REE 6, 764, 896 6, 576, 850 6, 398, 918 
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Funds available for o 


HospiTraL AND DomicitiaRy FAcILITIES 


bligation 









See ee eae 


1950 actual 


1951 estimate 


1952 estimate 








DIRECT OBLIGATIONS 


Appropriation or estimate _--................- 
Applied to contract authorization. _- 
Prior year balance available: 

Appropriated funds 
Contract authorization 






stag tony Sep fa ash 







$251, 727, 137 
542, 884, 022 



















Total available for obligation - _.-....................- 
Balance available in subsequent year: 
Appropriated funds 
Contract authorization 





794, 611, 159 


—34, 572, 134 
—547, 683, 852 







—379, 255, 986 








Total direct obligations 


212, 355, 173 













REIMBURSABLE OBLIGATIONS 





Reimbursements for services performed___................-- 
Payments received from non- Federal sources 


Total reimbursable obligations 
Total obligations 








1, 332 
10, 596 









11, 928 











212, 367, 101 


















Obligations by activities 









Description 





1950 actual 


1951 estimate 


1952 estimate 










DIRECT OBLICATIONS 


. Hospital facilities, bed-producing projects: 
(a) Construction of new hospitals 

(6) Construction of additions to and conversions at 
existing hospitals 










Total bed-producing projects 


2. Non-bed-producing projects: 
(a) Construction of additions and betterments 
(6) Major repairs and replacements 


Total non-bed-producing projects 










. Construction of administrative facilities at hospital sites_ -- 
. Initial portable equipment 


Total direct obligations 


REIMBURSABLE OBLIGATIONS 





. Hospital facilities, bed-producing projects: 
(a) Construction of new hospitals 


Total obligations 














$172, 707, 846 | $137, 289, 240 $9, 800, 000 
18, 571, 377 11, 618, 923 50, 000 
191, 279, 223 148, 908, 163 9, 850, 000 
9, 564, 263 7, 253, 524 6, 000, 000 

3, 753, 524 Nf ee ees 





13, 317, 787 


10, 000, 000 








7, 758, 163 


4, 850, 000 
14, 241, 837 














212, 355, 173 


11, 928 








212, 367, 101 





178, 000, 000 
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Obligations by objects 





Object classification 





1950 actual 


1951 estimate 


1952 estimate 





VETERANS’ ADMINISTRATION 
‘Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employee 


©1 Personal services: 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services 

ravel. 
Tremeperenteen OF Gms... 2. sce ce cc 
Communication services............................--.- 
Ee err eee 
Other contractual services - - 
RE REE a 
Equipment. 
EE EEE EOE TAL a eae 


I i tn cairns cdateueameiccuitousss 


ALLOCATION TO CORPS OF ENGINEERS, 
THE ARMY 


DEPARTMENT OF 


SUMMARY OF PERSONAL SERVICES 


‘Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees-____................-....-- 


Personal service obligations: 
ls a anni cms ome anw cate anew 
Part-time and temporary positions 
Regular pay in excess of 52-week base 
Payment above basic rates ac 

Total personal service obligations___................-- 

Deduct charges for quarters and subsistence 


Net personal service obligations_..................-.-- 


Personal services 

Travel Beet. 8 

Transportation of things ES ah GRRE ARE RAO RI Rea ear 

Comeiention eerviess.......-.......<.-...-.......... 

meemnes Grd Sateity Services, .. 5... 2... 

Printing and reproduction _ 

Other opmieasteml serviess.... 2.5... ne sc ese 
Services performed by other agencies. .......-- 

nN re nea 

Equipment 

Lands and structures 

Refunds, awards, and inde eS SRN Site SPINE 


en Se RS on. nec éemaecssoucune 


REIMBURSABLE OBLIGATIONS 
Personal services__....-. 
Dommunbeailon services. _- 
Other contractual services__-__.........--- 
Supplies and materials_-__.-.-......_- 
Equipment 
Total reimbursable obligations-__...............--..-- 


PET Uo a cca ne o's pana 


515 
574 
1, 038 


600 
725 
1, 265 








$2, 366, 910 
2, 651, 587 


21, 000 


$2, 777, 220 
3, 348, 775 





6, 145, 995 
132, 055 


92, 387, 061 





125, 075, 111 











644 
3 
623 


387 
3 
370 








$2, 710, 614 
7, 447 

10, 408 

21, 980 


$1, 667, 551 
000 


14, 500, 





2, 750, 449 
1, 282 


1, 690, 051 





2, 749, 167 


1, 690, 051 








2, 747, 871. 
79, 872 
15, 873 
26, 305 
42, 671 


1, 690, 051 
80, 000 

10, 000 

25, 000 

40, 000 

3, 000 

1, 800, 000 
650, 000 

40, 000 

48, 436, 838 


346, 522 
10, 000 
100, 000 
20, 000 
101, 978 




















106, 492, 639 





52,924,889 | 


1, 617, 522 
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Obligations by objects—Continued 





| 
Object classification | 1950 actual 1951 estimate | 1952 estimate 





SUMMARY 


Total number of permanent positions e 987 | 798 
Full-time equivalent of all other positions. _- 728 | 502 
Average number of all employees , 66 1, 635 | 1, 222 


SUMMARY OF PERSONAL SERVICES | 
’ | 

| 

| 








Personal service obligations: } 
Permanent positions i $5, 077, 524 $4, 444, 771 $3, 521, 792 
Part-time and temporary positions | 2, 658, 984 3, 356, 775 2, 307, 698 
Regular pay in excess of 52-week base__.._._..__.___.- | 29, 709 22, 415 
Payment above basic rates______-- ‘ ‘ 34, 500 | 28, 300 








Total personal service obligations. } 7 7 7, 836, 046 | 5, 880, 205 
Deduct charges for quarters and subsistence , 282 pipe 


Net personal service obligations...................--- | 5, 880, 205 





DIRECT OBLIGATIONS 


Personal services__.._- pera Se Giese hoc cad paciechadcetasiageda 7, 806, 619 | 7, 836, 046 5, 880, 205 
Travel_- | 155, 110 212, 055 185, 000 
Tr Pn SE I nee calc c uae | 72, 894 98, 000 | 33, 000 
Se ae eee | 28, 731 29, 000 | 22, 000 
Rents and utility services__......._..._.-- 54, 133 58, 000 | 11, 000 
SEES Fan EE ee | 3, 511 3, 000 1, 000 
Other contractual services. _____.__. | 5, 307, 412 4, 800, 000 | , 346, 522° 
Services performed by other agencies._.__._____._-- 278, O11 150, 000 | 10, 000" 
Supplies and materials 3, 718, 376 4, 950, 000 , 600, 008 
Equipment xo bikdheeae 8, 681, 674 19, 040, 000 , 020, 000 
Ne ws recmredanauwaneicubawa ue 186, 248, 520 140, 823, 899 
Refunds, awards, and indemnities--__..........-.--.--.- } 182 





Total direct obligations. ._._............-.....-...---.| 212, 355,173 | 178, 000, 000 000, 000 








REIMBURSABLE OBLIGATIONS 


NN CRONIN 8 iis cist died ann anaas oeekueiccntts 
Travel 

| Se a i ee ees CS a ie 
Other contractual services. -..........-....2<..<....22- 
Ee cocks éounesudeacusebiowon 
Equipment 











Total reimbursable obligations_-__..............--..-- 








etal GID: «<< 0c... os inipicetours _| 212, 367, 101 | 178,000,000 | 25, 000, 000 





NATIONAL ServVICE Lire INSURANCE 


Funds available for obligation 





1950 actual | 1951 estimate | 1952 estimate 





Appropriation or estimate _ $467, 596, 150 $31, 600, 000 $66, 795, 00 
Prior year balance available 17,843,906 | 12, 440, 016 ees = es 
Payment from non-Federal sources 544, 470 | 608, 429 | 540, 302 





Total available for obligation | 485,984,526 | 44, 648, 445 67, 335, 302 


Balance available in subsequent year i a cal ee 


Total obligations | 473,544,510 | 44, 648, 445 





67, 335, 302 


| 
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Workload by activity 





Description 





1. Transfer to “‘National service life insurance fund”: 
(a) For death ne disability claims traceable to extra 


military service: 
a Beat a claims (policies, not lives) 
2) Disability claims 

@} For gratuitous insurance—claims 

(c) For —, of recovery of erroneous payments— 

num 
2. Direct ts: 
(a be and disability income issued to per- 
~ pad disabled from a service-incurred 


“a Adive death awards 
m) Aative disabilit 
(6) For aims where reasons and © ications were re 
t died 


sured was ‘discharged to accept commission, was 
choont wt without leave, or — court martinled— 





active awards... 





428 





Average payment per workload unit 





Activity 


1950 actual 





1. Transfer to ‘‘National service life insurance trust fund’’: 
(a) For death and disability claims traceable to extra 
hazards of military service 
(1) ato r death claim (on policy basis)... 
(2) Average per disability claim 
(6) For gratuitous insurance—ayerage per claim proc- 


Direct payments 

(a) For insurance a and disability income issued to persons 
sbi disabled from a service-incurred dis- 
ability: 





) Death awards 
® a, income awards 
(6) For — where — were re, 
ical reasons an 
(c) For claims where insured died after date of applica- 
tion but before effective date 
For claims on insurance discontinued because in- 
sured was discharged to accept commission, was 
absent without leave, or was court-martialed 


jected fo 
—— died in line of uty. 
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Obligations by activities 





Description 


1950 actual 


1951 estimate 


1952 estimate 





1. Transfers to ‘‘National service life insurance trust fund’’: 
(a) For death and disability claims traceable to extra 
ds of military service: 


(c) For waiver of recovery of erroneous payments or 
overpayments 


Total transfers 


2. Direct payments: 
(a) For insurance and disability income issued to 
persons partially disabled from a service-incurred 


(2) Disability claims 

(6) For claims where applications were rejected for 
medical reagons and claimant died in line of duty. 

(c) For claims where insured died after date of applica- 
tion but before effective date 

(dq) For claims on insurance discontinued because 
insured was discharged to accept commission, was 
absent without leave, or was court-martialed 

(e) Adjustment from voucher to check-disbursed basis - 


Total direct payments 
Total obligations 


1 $386, 511. 089 
4, 796, 675 
1 81, 379, 341 


77, 067 


$29, 421, 900 
4, 621, 661 
9, 661, 878 


44, 445 





472, 764, 172 


43, 749, 884 





130, 054 
45, 026 


115, 763 
265, 762 


223, 733 
— 544, 470 


247, 001 
66, 984 


117, 910 
235, 090 





235, 868 








473, 000, 040 








67, 335, 302 





1 Includes amounts involved in special transfer on account of liberal settlement options and delayed 


interest on claims originally transferred prior to Oct. 6, 1948. 


Obligations by objects 





Object classification 


1950 actual 


1951 estimate 


1952 estimate 





11. Grants, subsidies, and contributions (payments tonational 
service life insurance fund) 


$472, 764, 172 
235, 


$43, 749, 884 
898, 561 


'* 


$66, 436, 108 
899, 194 








473, 000, 040 


44, 648, 445 





67, 335, 302 








VETERANS’ MIscELLANEOUS BENEFITS 


Funds available for obligation 





1950 actual 


1951 estimate 


1952 estimate 





Appropriation or estimate 
Prior year balance available 


Total available for obligation 
Balance available in subsequent year 


$98, 700, 000 
359, 


$71, 100, 000 
915, 014, 510 


, 600, 000 
21, 244, 110 





99, 059, 494 
—15, 014, 510 


86, 114, 510 
—21, 244, 110 





84, 044, 984 





64, 870, 400 





44, 844, 110 








Workload by activities 





1950 actual 


1951 estimate 


1952 estimate 





1. Burial allowances 

2. Vocational rehabilitation for disabled veterans: 
@ Tuition 
6) Supplies 
(c) Equipment 

3. Housing grants for disabled veterans 





$82, 736 


115, 343 
167, 809 
167, 809 

1, 346 


$84, 320 


81, 000 
105, 000 
105, 000 

1, 200 


$88, 314 
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Average cost per workload unit 





1950 actual | 1951 estimate| 1952 estimate 


SEI SSIES Sia pote oc | Se $156 $156 
. Vocational rehabilitation for disabled veterans: 
(a) Tuition 2 443 
(b) Suppli 9 
(c) Equipment ’ 36 
. Housing grants for disabled veterans...._...__- SE aes 9, 257 











Obligations by activities 





a l 
Description 1950 actual | 1951 estimate | 1952 estimate 





| 
1. Burial allowances. -______._-- $13, 154, 000 | $13, 777, 000 
2. Vocational rehabilitation for disabled veterans: | 
35, 883, 000 22, 561, 300 
Supplies ¥ | 945, 000 567, 000 
Equipment . : | 3, 780, 000 | 2, 268, 000 
. Housing grants for disabled veterans---__.-.......--.--- .| 12,459, 670 11, 108, 400 | 5, 670, 810 


| 


Total obligations 84,044, 064 | 64, $70, 40 | 44, $44, 110 





Obligations by objects 


12 Pensions, annuities, and insurance claims: 


1950- _- ay we x $84, 044, 984 
i oe 64, 870, 400 
Ls satiate : sas 44, 844, 110 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Funds available for obligation 





| | 
1950 actual | 1951 estimate | 1952 estimate 








Prior year balance available 


| 

Appropriation or estimate. _---- seseses Ba bene : | $12, 685, 000 $3, 285, 000 $1, 100, 000 
| 
| 


9, 400, 000 7, 400, 000 


Total available for obligation Ree eS A a = 12, 685, 000 12, 685, 000 
Balance available in subsequent year SP SESE ree —9, 400, 000 —7, 400, 000 
Unobligated balance, estimated savings... .._- —3, 122, 000 


8, 500, 000 


Savings under sec. 1214 





“2 635, 000° 


Total obligations. ____- 163, 000 2, 650, 000 | 8, 500, 000 





Obligations by activities 





Description 1950 actual | 1951 estimate | 1952 estimate 





1, Construction and equipping of hospitals. __............__-- $2, 000, 000 $7, 400, 000 
2. Medical care and treatment of veterans 650, 000 1, 100, 000 





aI, lies cao plan mienaniinn omenannices | 163, 000 2, 650, 000 8, 500, 000 








Obligations by objects 


11 Grants, subsidies, and contributions: 
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OPERATION OF CANTEENS, REvoLVING FunpD 





Statement A.—Operation of Canteens, Revolving Fund: Statement of sources and 
application of funds 


[Fiscal years ending June 30, 1950, 1951, and 1952] 























1950 actual | 1951 estimate | 1952 estimate 








FUNDS APPLIED 






To acquisition of assets: 


; I ii cna cniniiik veiuenaes we ES. Ree er ne $431, 775 $564, 689 $628, 689 

a aie a ane ae 25, 615 700 750 
: To expenses (ste itement B): } 

Costs of goods sold_. Po pa T= Se a pauls : 14, 603, 691 14, 929, 083 15, 499, 169 

Direct operating expenses- SMe ee RL rE that 3, 940, 771 4, 332, 797 4, 499, 461 

Indirect operating expenses - . .---- ; 1, 017, 628 1, 008, 568 | 1, 016, 518 

To return of funds to operation of canteens, appropri: ited fund 1, 465, 000 200, 000 558, 000 

Toreimbursement of operation of canteens, appropriated fund 11,050 |___- nclaitlg sd 

To increase in working capital: Other working capital items__|-___- 1, 067, 980 227, 940 








Total funds applied 





22, 108, 767 22, 430, 527 


FUNDS PROVIDED 























By realization of assets: 


Sale of equipment ea ae 21, 200 25, 000 20, 500 
By income: | 


| eS ERC Ee ES Tigtie Ee aad eee SRST - 20,210,841 | 20,850, 302 21, 647, 126 
Miscellaneous aa SS See ae payee a 50, 098 | 50, 305 52, 228 
By decrease in working capital: 
Cash in Treasury checking account ___- < : = 871, 721 | 1, 178, 160 | 710, 673 
Otter working capital... .................- ee eae cork 341, 665 | _- = 
SALES EEE Ae EP ---| 21,495,525 | 22,103,767 | —22, 430, 527 








EFFECT ON BUDGETARY EXPENDITURES 








| 
Checking account expenditures: (Increase or decrease (—)) of | | 
‘ash in Treasury checking account Kael $871, 721 $1, 178, 160 | $710, 673 


| | 





‘ STATEMENT B.—-Operation of canteens, revolving fund: Statement of income, 
expenses, and analysis of earned surplus 
[Fiscal years ending June 30, 1950, 1951, and 1952} 


x | 1950 actual | 1951 estimate | 1952 estimate 





Income: | 
RIES SEDGE Upc i aaa silat re nar ee ih AO Sea Re eee ee ea $20, 210, 841 $20,850,302 | $21, 647, 126 
Miscellaneous 50, 098 | 50, 305 52, 228 




























’ BE IETS RPh Os SS ey KER REO bare 

Expenses: sy 

gq In I a a dab eeone 14, 603,691 | 14,929, 033 | 15, 499, 160 
E Bg NS ESSE Ge ae eae ane ee 3, 940, 771 4, 332, 797 | 4, 499, 461 
d Indirect operating expenses. -__.....-....-..-..---..------ | 4 017,623 | 1, 008, 568 | 1, 016, 518 
Total expenses before depreciation --__._..........--.---- “19, 562, 085 | 20, 27 0, 398 21, 015, 148 
Te a a vine ho a se dap a hie wee hada etigcatone 146, 362 | 192, 762 249, 557 

4 NN oe rs | 19, 708, 447 | 20, 463, 160 21, 264, 708 
: 552, 492 | 437, 447, 434, 649 







Net income from operations...................-.-.------ 












: Nonoperating income or (loss): 
a Income from sale of equipment-._......._-...--..---------- 21, 200 | 25, 000 20, 500 
4 Net book value of fixed assets sold. ..........------------- 76, 313 | 64, 167 49, 360 












39, 167 






Net loss from sale of equipment.-__._-..-..-------------- } 55, 113 | 360 
DU CR IIT I sas oo So ences ceaccuscess 497, 379 | 398, 280 405, 789 




















80208—51—pt. 244 





4 
4 
z 
: 
4 
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Statement B:—Operation of canteens, revolving fund: Statement of income, 
expenses, and analysis of earned surplus—Continued 


ANALYSIS OF EARNED SURPLUS (OR DEFICIT (—)) 





1950 actual | 1951 estimate | 1952 estimate 











Earned surplus: 
Balance at beginning of fiscal year. ...............-..----- $2, 199, 782 $2, 604, 097 $3, 002, 377 
Less: Adjustment for prior years................-.--.-..-- EE Eccles oiinsenunienes cCiewsne 
ME nsec con eakinien kdinerheaieip wack deena 2, 106, 718 2, 604, 097 3, 002, 377 
DUG ROUEN I ND PE ooo en ccin coc cenicencdincecoanacs 497, 379 398, 280 405, 789 
edi chiwintinicnidtencctanonacaak 2, 604, 097 3, 002, 377 3, 408, 166 














STaTEMENT C.—Operation of canteens, revolving fund: Statement of financial 
condition 


[As of June 30, 1949, 1950, 1951, and 1952] 












































1949 1950 1951 1952 
actual actual estimate estimate 
ASSETS 
‘Cash: 
U. 8. Treasury, special deposits ---...-......------- $3, 659, 634 | $2, 787,913 | $1, 609, 753 $899, 080 
Cash on hand and in banks. .-...........-.---.---- 2,412,211 | 2,232,861 | 2,919, 510 3, 109, 466 
Rea pn meeal 6,071,845 | 5,020,774 | 4, 529, 263 4, 008, 546 
Accounts receivable --_...........-....--- sciegha diagte wieiauinasl 272, 737 177, 346 180, 000 200, 000 
Inventory, merchandise for resale__.................-.-- 1,387,278 | 1,738,728 | 2,080, 131 2, 151, 271 
Equipment at canteens _-...........-......-......-..-.- 920,178 | 1,447,409 | 1,888, 699 2, 393, 989 
Less: Portion charged off as depreciation. ..........--- 146, 731 262, 895 396, 425 571, 943 
Net book value of equipment _-___...........----- 773,447 | 1,164,514 | 1,492,274+| 1,822,046 
CE sk cc tk vere seid seedckhcuncnaanndtnacaodae 4, 685 30, 300 31, 000 31, 750 
Rica coords iii inis lanai asin nnhesaimenieiel 8, 509,992 | 8,151,662 | 8,312, 668 8, 213, 613 
LIABILITIES 
ME IS oi ing vod nde cnendnenete 730, 714 945, 730 929, 379 961, 065 
Accrued and aor PEEIND o hn nd ce dalcuwachuphabiebe 614, 496 817, 854 796, 931 818, 401 
SR wiinkwuckthhntisitretibhnibcdaudemes 1,345,210 | 1,763,584 | 1,726,310 1, 779, 466 
INVESTMENT OF U. 8S. GOVERNMENT 

Non-interest-bearing investment: Appropriation. ---_-- 4, 965,000 | 4,965,000 | 3, 500,000 3, 300, 000 

Less: Return of funds to operation of canteens, appro- 
Ec onc kde in no aobeccnkintananseumensotiakamientecwinel 1, 465, 000 200, 000 558, 000 
SIR io. vo cciRnniteswes oun) ineweeninnane 4,965,000 | 3,500,000 | 3,300,000 2, 742, 000 
CE os i oi i SS ecincdecha 5 se inne n cigs abla sanaaiannned 283, 981 283, 981 283, 981 
Pt cinisines diictvannadiondbucisedwesemcenes 2, 199,782 | 2,604,097 | 3,002,377 3, 408, 166 
EINE TSORE OD LET NOES TE ONT SENT 2,199,782 | 2,888,078 | 3, 286, 358 3, 692, 147 
Total investment of U. 8S. Government__.__...._- 7, 164,782 | 6,388,078 | 6, 586, 358 6, 434, 147 
cca stethihe nngettbichghiatibawodsg iegoiduen 8, 509,992 | 8,151,662 | 8,312, 668 8, 213, 613 

















Mr. Tuomas. We have with us this morning the Veterans’ Admin- 
istration, represented by our able and distinguished friends. It is 
nice to see all of you here. We have General Gra Tags we maigy of 
Veterans’ Affairs; Mr. Moore, budget officer; Baker, Chief, 
Estimates Division; Mr. Wells, Assistant Chief, Estimates Division: 
Mr. Hays, Director, Coordination Service; Mr. Birdsall, Assistant 
Administrator, Legislation; Mr. Bronson, ‘Assistant Administrator, 
Contact and Administrative Services; Mr. Kelsey, Assistant Adminis- 
trator, Finance; Mr. Sweet, Assistant Administrator, Personnel; Mr. 
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Dryden, Assistant Administrator, Construction, Supply and Real 
Estate; Mr. Howard, Assistant Administrator, Claims; Mr. Jarnagin, 
Chairman, Board of Veterans Appeals; Mr. Odom, Solicitor Mr. 
Breining, Assistant Administrator, Insurance; Mr. Stirling, Assistant 
Administrator, Vocational Rehabilitation and Education; Vice Ad- 
miral Boone, Chief Medical Director; Dr. Press, Director, Manage- 
ment and Planning Staff, Medical Service; Mr. Kerr, Assistant Ad- 
ministrator, Special Services; and Mr. Corbitt, Director, Foreign 
Relations Service. 

Gentlemen, this is quite a distinguished array of talent, I would 
say right offhand. 

General Gray, if you have a statement for us, we will be glad to 
listen to you. 











GENERAL STATEMENT 


General Gray. Thank you, sir. 


























TOTAL REQUEST, 1952 


Mr. Chairman and gentlemen of the committee, the appropriation 
estimates of the Veterans’ Administration for the 1952 fiscal year are 
presented herewith in the total amount of $4,455,323,000. Of this 
total amount $4,427 ,323,000 is new obligational authority and $28,- 
000,000 is cash required to liquidate prior contractual authority. 
‘The total amount requested for 1952 is a reduction of suiedtitentely 
$1,361,350,000 from the total amount of $5,816,674,800 appropriated 
to date for the 1951 fiscal year. The statement entitled ‘““Compara- 
tive Summary of Appropriations and Appropriation Estimates” on 
page 1 of the justification and explanation of appropriation estimates 
presents the appropriation requirements for the 1951 and 1952 fiscal 
years by individual appropriation items. The requirements for the 
1951 fiscal year consist of $5,816,674,800 actually appropriated to 
date plus $87,526,348 estimated supplemental requirements, making 
grand total estimated requirements for the current year of $5,904,201,- 
148. The appropriation estimates for fiscal year 1952 of $4,455,323,- 
‘000 in annual definite appropriation accounts represent a reduction of 
$1,448,878,148 under the total estimated requirements for the 1951 
fiscal year. 

DECREASES, 1950-52 


The statement entitled “Summary statement of all annual definite 
appropriation accounts” which appears as page 1 in the book of charts 
accompanying the justification and explanation of appropriation 
estimates presents the status of all annual definite appropriation 
accounts (except trust accounts) for the fiscal years 1950, 1951, and 
1952, showing balances forwarded between years, other adjustments 
and transfers, actual or estimated obligations for each of the fiscal 
years 1950, 1951, and 1952, and the appropriations available or appro- 
priation estimates. The total obligations for the 3 years indicate 
approximately a $1,000,000,000 decrease from 1950 to 1951 and a 
further $800,000,000 decrease from 1951 to 1952, so that the estimated 
obligations for 1952 fiscal year are over $1,800,000,000 less than the 
actual obligations incurred during the 1950 fiscal year. The major 
items of reduction occur in the readjustment benefits appropriation, 
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where the expenditures are expected to decrease by over $750,000,000 
from the estimated requirements for 1951, and represent a decrease 
of $1,260,000,000 from the amounts actually expended during 1950 
from this appropriation. The estimated obligations for the hospital 
and domiciliary facilities appropriation likewise are expected to 
decrease from $178,000,000 during the current year to $25,000,000 in 
the 1952 fiscal year, a reduction of $153,000,000. The appropriation 
request of $28,000,000 for this account represents funds needed to 
pay obligations incurred against contract authority previously author- 
ized. No additional obligational authority above that already avail- 
able to the V eterans’ Administration is being requested. Obligations 
for veterans’ miscellaneous benefits likewise are expected to decrease 
from $64,870,000 to $44,844,000 in 1952, a reduction of over 
$20,000,000. Increases are expected in the estimated obligations for 
1952 in the appropriation item for “Compensation and pensions’ 
heretofore called “Air Force, Army, and Navy pensions” over prior 
fiscal years due principally to an increase in the number of adjudicated 
claims for compensation and pensions. 

The ‘Summary statement of all annual definite appropriation 
accounts” and statements of obligations appearing in the justification 
and explanation of estimates as well.as in the printed budget of the 
United States for the national service life insurance appropriation in- 
dicates an increase in obligations of almost $23,000,000 in 1952 fiscal 
vear over the 1951 fiscal year. However, these statements do not 
take into account the supplemental request now pending before the 
Bureau of the Budget for the current fiscal year in the amount of 
$44,270,000 and included on page 86 of Dag ‘budget of the United 
States Government for fiscal year 1952 “proposed for later sub- 


mission.’ After giving effect to an additional requirements for 
the 1951 fiscal year, the obligations to be incurred during 1952 are 
expected to be approximately $21,583,000 less than the expected 
requirements during the current year. 


OBLIGATIONS BY OBJECTS AND ACTIVITIES, 1950-52 


The statement which follows presents a summary of obligations by 
object of expenditure and by major purpose for all appr opriations for 
the fiscal years 1950, 1951, and 1952, showing the changes in the esti- 
mated amounts required between the fiscal years 1951 and 1952. The 
decreases reflected in the estimated amounts for education and train- 
ing; readjustment allowance; and tuition, supplies, and so forth, for 
Public Law 16 trainees are due primarily to the expected continuation 
of present favorable economic conditions, employment opportunities 
and business activity, in addition to the exhaustion of veterans’ eligi- 
bility for education “and training and readjustment allowances. The 
increases in Air Force, Army, and Navy pension payments represent. 
a greater number of beneficiaries, as mentioned above. 
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Comparative statement of obligations—All annual definite appropriation accounts 
(excludes permanent appropriations, working funds, and trust accounts) by object 
of expenditure and major purpose 





| | | 
Obligations, Obligations, | Obligations, | Increase (+) or 
Object of expenditure 1950 fiscal year, | 1951 fiscal year, | 1952 fiscal year,| decrease (—) 
actual estimated | estimated 1952 over 1951 





| 
01-08 _ Services, supplies, and materials: | } 
01 Personal services-.--_---- $623, 468, 633 $631,043,412 | $642, 876,064 +$11, 832, 652 
02 Travel, employee and 
beneficiary 12, 625, 648 12, 455, 174 | 13, 976, 094 | +1, 520, 920 
Transportation of things 5, 120, 177 5, 036, 044 | 5, 651, 400 +615, 356 
04 Communication services. 3, 986, 100 4,042,391 | 4, 016, 406 —25, 985 
Rents and utility serv- 
ices 15, 475, 119 14, 961, 470 | + 10, 245,076 | —4, 716, 394 
06 | 
a 1, 962, 327 2, 573, 500 2, 221, 000 | —352, 500 
ices 125, 870, 446 104, 331, 506 103, 445, 022 —886, 484 
08 Supplies and materials_. 93, 629, 169 98, 127, 451 105, 138, 200 +7, 010, 749 
09 Equipment 21, 917, 310 27, 883, 613 16, 521, 300 | —11, 362, 313 
10 Lands and structures 188, 201, 998 141, 405, 225 7, 139, 973 | —134, 265, 252 
11 Grants, subsidies, and contributions: 
Payments to States for admin- 
istration of on-the-job training. 3, 801, 146 4, 830, 000 4, 114, 000 —716, 000 
Payments to States for admin- 
istration expenses ef readjust- 
ment allowanee program 7, 468, 395 3, 529, 520 2, 586, 465 —943, 055 
Payment for care of veterans in 
CO eS eee 3, 355, 405 3, 900, 000 4, 095, 000 +195, 000 
Payment to U. S. Government 
life insurance trust fund_____- 1, 883, 946 1, 850, 000 1, 825, 000 —25, 000 
Payment to national service life 
insurance trust fund 472, 764, 172 43, 749, 884 66, 436, 108 +22, 686, 224 
Payment to Republic of the 
Philippines: 
For hospital construction. _- 2, 000, 000 7, 400, 000 | +5, 400, 000 
For medical care and treat- | | 
ment of veterans____.___- 650, 000 1, 100, 000 | +450, 000 
12 Pensions, annuities, and insurance 
losses: 
Air Force, Army, and Navy | 
EL te ee Seti Pee RES 2, 148, 681, 161 2, 154, 995, 606 2, 223, 400, 000 | +68, 404, 394 
Education and training (Pub- | 
lic Law 346) 2, 595, 728, 372 2, 158, 053, 000 1, 409, 657, 681 | — 748, 395, 319 
Loan guaranty 58, 670, 790 105, 388, 000 109, 451, 000 +4, 068, 000 
Readjustment allowances... __- 138, 190, 487 17, 916, 397 9, 838, 110 | —8, 078, 287 
Military and naval insurance -- 4, 880, 950 4, 726, 850 | 4, 573, 918 | — 152, 932 
National service life insurance _- 780, 338 898, 561 899, 194 +633 
Vocational rehabilitation re- 
volving fund 1, 739, 887 1, 400, 000 1, 100, 000 | — 300, 000 
Soldiers and silors civil relief __ - 51, 230 158, 200 56, 500 | —101, 700 
Autos and other conveyances | 
for disabled veterans _-__..__- 552, 170 oT) eva —375, 000 
Statutory burials 12, 908, 967 13, 154, 000 | 13, 777, 000 +623, 000 
Tuition, supplies, ete. (Public } | 
Me ee 58, 676, 347 40, 608, 000 25, 396, 300 —15, 211, 700 
Housing for disabled veterans - 12, 459, 670 11, 108, 400 5, 670, 810 — 5, 437, 590 
13 Refunds, awards, and indemnities: | 
Federal tort claims_____.._____- 14, 843 16, 000 | 15, 500 — 500 
Employees suggestion awards_ 24, 927 24, 000 | 9, 500 —14, 500 














Grand total obligations 6, 614, 453, 130 | 5, 611,191, 204 | 4, 802, 632, 621 | 


—808, 558, 583 
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The table which appears below presents summary totals of the 
amounts required for payment of direct benefits to veterans, indirect. 
benefits for veterans through payments to States and transfers to in- 
surance trust funds, cost for medical, hospital, and domiciliary care, 


and total amounts required for over-all administrative expenses: 





1950 fiscal year, 
actual 


1951 fiscal year, 
estimate 


1962 fiscal year, 
estimate 





Direct benefits: Payments to veterans for pensions, com- 
pensation, insurance, tuition, subsistence allowance, 
readjustment allowances, home loan guaranties, etc-_- 


Indirect benefits: 
Payments to States for administration of readjust- 
ment allowance and for job training supervisi 
Transfers to insurance trust funds 


Subtotal, indirect benefits 


Medical, hospital, and domiciliary care: 
Cost of furnishing hospital, domiciliary and out- 
patient care 
Travel for beneficiaries 
Care of veterans in State homes... .______- Re EH Re 
Construction and equipment of new hospitals and 
additions 


Subtotal, medical, hospital, and domiciliary care. 
General administrative costs for all programs 


Grand total, all appropriations 


$5, 033, 320, 369 


$4, 508, 782, 014 


$3, 803, 820, 513 





11, 269, 541 
474 648, 118 


8-359, 520 
45, 599, 884 





485, 917, 659 


53, 959, 404 





212, 367, 101 


594, 
7, 
3 


144, 
379, 
900, 


180, 000, 000 





815, 181, 075 
280, 034, 027 


785. 424, 690 
263, 025, 096 





6. 614, 453, 130 


5, 611, 191, 204 














HOSPITALS AND DOMICILIARY FACILITIES 


The cost for operating hospitals and homes indicates an increase 
due to increasing patient loads, which is directly related to the in- 
creased number of hospital and domiciliary beds available. The 
additional number of hospital beds available results from the activa- 
tion of new hospitals constructed under the authority contained in the 
hospital and domiciliary facilities appropriation. As of June 30, 
1950, 136 hospitals and 16 domiciliary facilities were in operation. 
There were 116,699 authorized beds in hospitals and 17,948 authorized 
beds in domiciliary facilities. Twenty new hospitals, including one 
domiciliary facility, are scheduled to accept patients during the 1951 
fiscal year. However, 4 old hospitals are scheduled for closing so- 
that 152 hospitals and 17 domiciliary facilities are expected to be in 
operation at June 30, 1951, with 123,365 hospital beds and 18,148 
domiciliary beds. Twenty-three additional hospitals are scheduled 
for opening to receive patients during the 1952 fiscal year, with 6 old 
hospitals to be closed, so that at June 30, 1952, the present activation 
schedule contemplates 169 hospitals and 17 domiciliary facilities in 
operation, with 133,610 hospital beds and 18,148 domiciliary beds. 


ADMINISTRATIVE EXPENSES 


The total administrative expenses involving supervising and 
directing all the activities of the Veterans’ Administration amounted 
to $280,034,000 in 1950 and is expected to be approximately $263,025,- 
000 in 1951 and $228,317,000 in 1952. The administrative costs for 
1952 represent 4.75 percent of the total obligations of the Veterans” 
Administration and is a slight increase from the 4.69 percent expected 
for 1951. However, the major reductions in direct benefits to be 
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expended for education and training, swbsistence allowances and 
readjustment allowances, ay well as the reductions in obl gations to 
be incurred for hospital construction, cannot be offset in exactly the 
same proportion by reductions in the administrative costs. It is our 
intention to keep administrative costs as low as possible without 
sacrificing quality of service to veterans. 


VA INSTALLATIONS IN OPERATION 


The Veterans’ Administration operated 716 installations at Decem- 
ber 31, 1950, including the central office in Washington, D. C., 13 
district offices, 70 regional offices including one in Manila, Republic 
of the Philippines, 146 hospitals including 13 domiciliary facilities at 
hospital sites and 3 separate domiciliary facilities, 461 VA offices, 3 
supply depots, 2: forms depots, 1 publications depot, 1 records center 
and 2 special offices. Of this total of 716 installations 28 represent 
facilities combining two or more types of activities such as regional 
offices and hospitals, or hospitals and domiciliary facilities, et cetera, 
so that there are 688 actual locations in which the Veterans’ Adminis- 
tration operates. It is expected that no major increases will be made 
in the number of stations in operation other than the addition of new 
hospitals which are opened for receiving patients as construction is 
completed. As at December 31, 1950, there are 94 general medical 
and surgical hospitals in operation, 34 neuropsychiatric hospitals and 
18 TB hospitals. Present construction schedules and planned closing 
of some old hospitals as new ones are completed will provide the VA 
with 111 general medical and surgical hospitals, 38 neuropsychiatric 
and 20 TB hospitals in operation at June 30, 1952. The ultimate 
goal is to have 174 hospitals in operation at the completion of the 
present construction program. This involves the completion of 42 
new hospitals after December 31, 1950, and the closing of 14 old 
hospitals. Plans for four additional hospitals are now held up pend- 
ing determination as to whether construction should be of a type to 
withstand an atomic explosion. 


’ CLOSING OF VA CONTACT OFFICES 


This budget was submitted on the basis of a major decrease in the 
number of VA offices in operation during the 1951 fiscal year based 
on a policy determination to close all VA offices where only one contact 
representative is required. Information concerning the closing of 
these offices was furnished to all Members of Congress on January 29, 
1951, and released to the press the following day. Under this policy 
the number of VA offices was to be reduced from a total of 461 in 
operation on December 31, 1950, to 129 in operation by July 1, 1951. 
Since submitting this statement to the committee in January, VA 
has reopened negotiations with the Bureau of the Budget on this 
subject. It has been the general policy in the past and will continue 
to be in the future to close VA offices when the number of visitors 
seeking information and assistance is inconsistent with the expense 
of operation. As a result of negotiations with the Bureau of the 
Budget the number of offices to be closed at this time has been changed 
from 321 to 72 with a possibility that 91 additional offices will be 
closed in fiscal year 1952, in anticipation of workloads dropping 




















1576 


below the minimum we require for continuation of the offices. Other 
offices will be closed as they drop below this workload measure. 

The principal factors governing the computation of the appropria- 
tion estimates, such as the number of veterans receiving pension and 
disability payments, education and training programs, veterans re- 
ceiving readjustment payments, or loans for homes, farms, and busi- 
ness, and veterans expected to receive medical and domiciliary care 
are set out in detail in the justification and explanation of appropria- 
tion estimates which is presented in support of the estimates for each 
of the various appropriations. The justification and explanation of 
appropriation estimates consists of two parts, (1) a narrative justifica- 
tion for all appropriations and within appropriations, for each sub- 
division thereof, and (2) a book of statements and charts of a size too 
large to include in either the narrative justification or this statement. 
Therefore, in view of the detailed information presented in these two 
books, my comments in this statement will be confined to over-all 
aims and objectives of the Veterans’ Administration, the significance 
of present and expected trends in the various workloads, and the 
progress which I believe we are making in administering numerous 
and complex programs for which the Veterans’ Administration is 
responsible. 

VA EMPLOYMENT 


The total number of persons employed by the Veterans’ Adminis- 
tration at December 31, 1950, was 186,507, of which 184,465 were paid 
from appropriated funds, and 2,042 were paid from the Canteen Service 
revolving fund: 183,989 persons were paid from the “Salaries and ex- 
penses”’ appropriation, and 476 from the ‘Hospital and domiciliary 
facilities’ appropriation. The highest employment by the Veterans’ 
Administration occurred in February of 1947 when over 226,000 em- 
ployees were on the payroll. Thus present employment represents a 
reduction of over 40,000 from the peak period. 

We are diligently continuing our prosecution of plans and programs 
for management improvement and work simplification in a determined 
effort to secure more value for each dollar spent for cost of administer- 
ing the various programs for the benefit of the veterans and their 
dependents. In furtherance of these objectives we have engaged the 
services of a well-known firm of management consultants to study the 
entire organization and operation of the Veterans’ Administration and 
to make ‘recommendations for further imprevement in procedures, 
techniques, and organizational structure. 


SALARIES AND EXPENSES 


The appropriation “ Administration, medical, hospital, and domicili- 
ary services,” which is generally called ‘Salaries and expenses,” covers 
all expenses of administration, including salaries and operating ex- 
penses of the central office in Washington, all district offices and field 
offices, hospitals, domiciliary facilities, and supply depots; the cost of 
travel and examination of beneficiaries; repairs and alterations to 
property in which Veterans’ Administration offices are housed; and 
repairs and maintenance of equipment; payments to contract hospitals 
wherein Veterans’ Administration patients are hospitalized; reim- 
bursement to the States at the statutory rate for those veterans cared 
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for in State soldiers’ homes who are eligible for such care by the Vet- 
erans’ Administration, and the cost of administration in connection 
with compensation and pensions, readjustment allowances and loans, 
vocational rehabilitation, education and training, insurance, and 
housing for certain classes of seriously disabled veterans. 

The appropriation language recommended for the 1952 fiscal year 
requests changes in the amounts of limitations for certain specific 
purposes in order to bring the amounts in agreement with the esti- 
mates for such purposes during the 1952 fiscal year. 


LIMITATIONS 


The 1952 appropriation estimate includes $45,300 for the prepara- 
tion, shipment, installation, and display of exhibits, photographic dis- 
plays, moving pictures, and other visual-educational information and 
descriptive materials, including the purchase or rental of equipment. 
The appropriation for fiscal year 1951 included $44,000 under this 
limitation. 

The 1952 fiscal-year appropriation estimate includes $6,000 for 
newspapers and periodicals as compared to the amount of $5,600 in- 
cluded in this appropriation for the 1951 fiscal year. 

The 1952 fiscal-year estimate includes $7,653,300 to repair, alter, 
improve, or provide facilities in the several hospitals and homes under 
the jurisdiction of the Veterans’ Administration. This limitation 
covers minor alterations and repairs to hospitals and homes. For the 
fiscal year 1951 the amount available for this purpose was limited to 
$4,708,000. However, as additional hospitals are activated and as 
existing hospitals become older and require more work in connection 
with maintenance and repair, the amount required increases. Also, 
it has been necessary to defer needed repairs because of inadequacy of 
funds under this limitation during the current year. 

The appropriation language for fiscal year 1952 also provides for 
purchasing 92 passenger-motor vehicles for replacement only. The 
requirements for motor-vehicle replacements to be made during fiscal 
vear 1952 are based on surveys by which the physical condition of the 
vehicles was determined. Established Government-wide criteria pro- 
viding that replacement of automobiles which shall have been operated 
at the time of replacement for 60,000 miles, or 6 years, whichever 
occurs first, and providing that not more than 25 percent of the auto- 
mobile fleet may be replaced in any one year, were applied, and it 
was determined that 92 passenger vehicles of the total of 1,071 
passenger vehicles operated should be replaced in the interest of 
economy and safety. The following table shows the type of vehicles 
required and the installations at which they will be used. It should 
be noted that all of these replacements are at field stations and that 
none are requested for the central office: 





Installation Sedans Busses Ambulances | ‘Total 





Regional and district offices. 
NP hospitals Rt A ya 
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The limitation imposed by section 109 of the Independent Offices 
Appropriation Act for 1951 on the ratio of employees engaged in per- 
sonnel work to the number of all employees of not to exceed one such 
personnel employee to 115 all other employees has been observed in 
preparing the estimates submitted herewith. In fact, the over-all 
ratio of personnel employees to all Veterans’ Administration employees 
is 1 to 123, and the ratio in the “Salaries and expenses” appropriation 
for personnel employees to all employees paid from these funds is 1 to 
120. Itis probable, however, that the increasing activities in personnel 
recruitment and placement resulting from the accelerated war effort 
may make it extremely difficult to operate within the ratios cited 
above, and consequently it may be necessary to supplement the staff 
of the Personnel Service to some extent within the appropriation limita- 
tion of not to exceed one such personnel employee to 115 all other 
employees. 


ESTIMATED “SALARIES AND EXPENSES” REQUIREMENTS 


The appropriation requested under the title “Salaries and expenses” 
for the 1952 fiscal year is $894,788,000. This is an increase of. $4,- 
423,200 above the amount appropriated for the 1951 fiscal year. 
However, $10,000,000 of the $890,364,800 appropriated for 1951 has 
been set aside as savings under section 1214 of the appropriation act 
for fiscal year 1951, and an additional $5,720,261 has been set aside as 
a reserve from the amounts made available for the current year for the 
operation of the “‘General administration” programs. In addition, 
$880,065 has been transferred to “Operating expenses, General Serv- 
ices Administration, 1951,” under Reorganization Plan No. 18 of 
1950, whereby the General Services Administration has assumed re- 
sponsibility for leases and operation of certain space occupied by the 
Veterans’ Administration. The fiscal year 1952 estimates of the 
Veterans’ Administration for the “‘General administration” programs 
exclude an amount of $5,211,814, which is the estimated cost of leasing 
and operating the space which will have been taken over by the Gen- 
eral Services Administration before the beginning of the 1952 fiscal 
year. The appropriation estimates for 1952 fiscal year have also been 
reduced by $167,251 to cover the surcharge on estimated volume of 
purchases to be procured through the General Services Administra- 
tion. This reduction is reflected in the estimated cost of supplies and 
equipment. 

The funds required for obligational purposes during fiscal year 1952 
in the “General administration” group of programs (programs 1,000 
through 7,000) in the total amount of $235,398,000 reflect a reduction 
of $36,265,000 from the estimated requirements of $271,663,000 for 
the 1951 fiscal year. The funds required for obligational purposes in 
the “Medical-, hospital-, and domiciliary-care programs’’ amounting 
to $661,653,000 during 1952 represent an increase of $52,450,000 over 
the estimated requirements during the current fiscal year of $609,- 
203,000. The increase in the cost for the ‘“Medical-care program” is 
attributable directly to the increased bed capacity and average daily 
patient load resulting from activation of new hospitals constructed 
under the “Hospital and domiciliary facilities” appropriation authority. 

Page 2 of the explanation and justification of appropriation esti- 
mates presents a Summary Comparison of Obligations by Programs 
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for the 1950, 1951 and 1952 fiscal years, showing the increases or 
decreases for 1952 over 1951. This table indicates a net increase in 
total obligations for all programs of $16,184,200 and a net increase in 
appropriation requests of $4,423,200, the difference between obliga- 
tions and appropriations being accounted for by a net decrease in the 
several adjustment items consisting of appropriation reserves, reim- 
bursements, etc., in the amount of $11,761,000. Page 3 of the narra- 
tive justification presents a summary of obligations by object of ex- 
penditure for each of the three fiscal years, while page 4 presents a 
‘summary of personal service requirements and salary costs by major 
programs. 

he estimates for the “Salaries and expenses’ appropriation have 
been prepared to separate the cost for the first seven ‘‘General admin- 
istration” programs between departmental and field services and also 
to segregate the entire cost for the operation of the “‘ Medical-, hospital-, 
and domiciliary-care program” from the general administrative costs. 
The several tables in the book of charts accompanying the explanation 
and justification of appropriation estimates appearing on pages num- 
bered 2 through 16 present for each of the three fiscal years a detailed 
analysis of obligations under this appropriation for ail programs and 
mae objects of expenditure, with a separation between departmental 
and field services for the first seven groups of programs and with 
separate statements for the ‘‘ Medical-, hospital-, and domiciliary-care 
program.” ‘The funds requested under this appropriation will provide 
total average employment for all programs of 187,159 during the 1952 
fiscal year at a total salary cost of $636,995,859. These totals are 
broken down between “‘General administration” and ‘Medical care’”’ 
as follows: 

“General administration, departmental service,’ average em- 
ployment, 11,502, at a salary cost of $41,204,863. 

“General administration, field service,” average employment, 
44,840, at a salary cost of $164,158,196. This will provide a 
grand total employment of 56,342 in the “General administra- 
tion”’ programs at a total salary cost, departmental and field, of 
$205,363,059. 

“Medical-, hospital-, and domiciliary-care program,” average 
employment, departmental, of 1,489, at a salary cost of $7,541,500. 

““Medical-, hospital-, and domiciliary-care program,’’ average 
employment for the field, 129,328, at a salary cost of $424,091,300. 
This will provide total average employment in the ‘Medical-, 
hospital-, and domiciliary-care program” of 130,817 at a total 
salary cost of $431,632,800. 

This will provide an increase in employees for the “Medical-, hos- 
pital-, and domiciliary-care program’’ of 11,024 to care for an esti- 
mated increase in the average daily patient load of approximately 
7,660. On the other hand, the amounts requested for the “General 
administration” group of programs will require a reduction of approx- 
imately 7,500 employees under the average number estimated to be 
employed during the current year, at a reduction in salary costs of 
$24,998,000. 

In all programs every effort has been made to relate the personnel 
requirements to the estimated workload and to utilize as effectively as 
possible the manpower required to handle the workloads. Up to this 
time the Veterans’ Administration has realized the benefits of in- 
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creased efficiency as employees became more familiar with the day-to- 
day operations of the Veterans’ Administration; and, with relatively 
low rates of turn-over, losses of efficiency due to training new employ- 
ees had been kept to a minimum. The average monthly turn-over 
in VA during the last 6 months of calendar year 1950 was 2.58 percent. 
However, with the demands of the various defense activities and in- 
dustry for additional manpower, there is a grave probability that the 
rates of turn-over of VA employees will again increase. Actual em- 
ployment in the Veterans’ Administration at December 31, 1950, paid 
from this appropriation, on an equivalent full-time basis, was 179,438, 
of which 61,812 were assigned to the first seven ‘General administra- 
tion” programs and 117,626 were employed in the “Medical-, hos- 
pital-, and domiciliary-care program.’”’ The total number of individ- 
uals employed at December 31 consisted of 175,729 employees on a 
full-time basis and 8,260 employees on a part-time basis, or a grand 
total number of persons paid from the “Salaries and expenses’’ ap- 
propriation of 183,989. 

The narrative justification which has been submitted to the com- 
mittee presents detailed information as to personnel requirements 
related to workloads and types of operation at the departmental and 
field-office levels for all programs. 


ADJUSTMENTS 


The summary tables presenting obligations by objects for all pro- 
grams for each of the three fiscal years, which appear on pages 2, 7, 
and 12 of the book of charts, list certain adjustments to the total 
obligations which represent reimbursements to the appropriation for 


services rendered to other agencies or individuals, reductions in in- 
ventories in depots which are used in lieu of purchases of additional 
supplies or equipment, transfers to other agencies, and during fiscal 
years 1950 and 1951 actual savings or estimated savings in the amounts 
available for obligation. Actual reimbursements during 1950 were 
received in the amount of $6,552,481, representing payment for services 
rendered to other agencies or individuals and sale of equipment to the 
“Hospital and domiciliary facilities’ appropriation for initial equip- 
ment at new hospitals. Reimbursements are estimated at $2,000,000 
during the current fiscal year and $2,263,000 during the 1952 fiscal 
year, all to be received as reimbursement for services rendered other 
agencies or individuals. Inventories were reduced by $4,395,403 
during the 1950 fiscal year, and it is expected that a reduction of 
depot stock in the amount of $5,000,000 will occur during the current 
year. It is believed that no further reduction in inventory levels can 

e accomplished during the 1952 fiscal year, as depot stocks will have 
reached a minimum level for efficient depot operations by the end of 
the current year. 

During the 1950 fiscal year the Statement of Obligations shows a 
comparative transfer to the General Services Administration in the 
amount of $806,704 and during the 1951 fiscal year a similar compara- 
tive transfer to GSA appears in the amount of $76,674 in addition to 
an actual transfer of cash to PBS of $880,065. These transfers 
represent the cost to the VA of leases and operation for those buildings 
occupied by VA which were transferred during July 1950 to the juris- 
age of the Public Buildings Service under Reorganization Plan 

vo. 18. 
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MANILA REGIONAL OFFICE 


The program and object charts presented with this statement and 
in the program narrative justifications include requirements of the 
regional office in Manila, Republic of the Philippines. The two 
charts presented below reflect the requirements of personnel and 
funds which have been included for the operation of the Manila 
regional office. 

Some general considerations are essential to an understanding of 
the peculiar position of the Manila regional office. Probably the one 
factor having the greatest effect on the work of that office is the delay 
in adjudication of death and disability claims. Claims were filed 
later m the Philippines than in the United States; verification of 
military service by the Army authorities was long delayed; the un- 
precedented circumstances of enemy occupation and of subsequent 
Philippine independence called for the development of new legisla- 
tion and new policy governing the adjudication of such claims; and, 
finally, the basic facts required in each individual case have been 
difficult to assemble and verify. 

For the first time since the liberation of the Philippines, however, 
it is possible to forecast with a reasonable degree of confidence a 
significant- reduction in the personnel requirements of the Manila 
regional office. The 1952 submission contemplates a net reduction 
of more than 12 percent, chiefly as a result of a decline in the rate 
of filing of death claims and the exhaustion of entitlement to educa- 
tional benefits by the relatively few Philippine veterans who have 
such entitlement. These gains are, however, partly offset by in- 


creased workload in the Legal Division, where the load of guardian- 
ship responsibilities continues to increase and the backlog of requests 
for field examinations remains by far the highest in the VA. 

In anticipation of a very natural question that will arise in your 
minds, I want to explain that the money saving of only $103,000 
occasioned by a reduction of 73 persons is accounted for by the fact 
that 85 percent of our employees there are noncitizens, paid at rates 


considerably below the classified civil-service rate. The largest 
single group is in grade GS-2, for which the pay range is from $895 
to $1,105 per year. Necessarily, therefore, savings in personal 
services are modest. 


Comparison of obligations by program, Manila regional office 
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Comparison of average employment and salary cost by program— Manila regional 
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1000 General administra- 
i 2 ss etapstinad mith nese 226 | $413, 461 213 | $403, 271 200 | $384, 024 —13 | —$19, 247 
2000 Contact..............-. 51 110, 287 44 99, 700 39 91, 315 5 —8, 385 
jt | aes 210 | 612,920 235 | 634,393 195 | 583, 860 —40 | —50,533 
4000 Insurance---._.....--.- 3 14, 312 3 13, 766 3 13, 670 |...----- —95 
5000 Vocational rehabilita- 
tion and education _- 78 | 195, 665 72 | 173,790 59 | 155, 346 —-13 | —18, 444 
8000 Medical, hospital and 
domiciliary services. 28 92, 192 25 75, 940 23 68, 885 -2 —7, 055 
Grand total, personal 
TING cng cn nccited 596 |1, 438, 837 592 |1, 400, 860 519 |1, 297, 100 —73 | —103, 760 

















In concluding my remarks concerning the requirements for the 
salaries and expenses appropriation, I want to emphasize the fact 
that we have tried to give full consideration to existing and potential 
workloads insofar as is possible at this time. However, the develop- 
ment of the Korean conflict may alter considerably the basic work- 
load factors which have been used in these estimates, particularly as 
it relates to the claims program and to the insurance pregram. Also, 
should existing benefits available to World War II veterans in connec- 
tion with education, loans for homes, etc., be extended to veterans of 
the Korean conflict as has already been done in the case of disabled 
veterans of the Korean War who are now eligible for vocational 
rehabilitation under the provisions of Public Law 16 as amended, 
then the workload estimates used in these appropriation requests 
will be entirely too low. To the extent that future events may 
change workload predictions, I am taking a calculated risk in assum- 
ing that the funds requested in this appropriation will be sufficient 
to carry out the functions of the Veterans’ Administration. The 
estimate for the claims program, for insurance, for vocational rehabil- 
itation and education, and for loan guaranty have been based on 
workloads which are the absolute minimum that can be anticipated. 
The detailed analyses of these workloads may be found in the narra- 
tive justification for each program. In the event that any of these 
workloads exceed the estimated loads due to factors not now foresee- 
able and are not offset by compensating decreases in other programs, 
this would necessarily result in increased financial requirements. 
Any reduction in the funds requested for administration will result 
in a reduction of the quantity of service which will be available to 
veterans. I am certain that you will agree that the quality of service 
to the veterans must be maintained. 

The amounts requested herein for medical, hospital, and domiciliary 
care will provide care and treatment for an estimated average daily 
load of 137,940 patients and members in VA and non-VA facilities 
and out-patient care for 4,862,000 individuals. The charts which 
appear on pages 17 through 22 of the book of charts present graphi- 
cally the past, present, and future facilities and workloads in the hos- 
pital, domiciliary, and out-patient programs. I believe that the amount 
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requested for the medical, hospital, and domiciliary care program repre- 
sents the minimum amount required to give the quality of care and 
treatment to which veterans are entitled provided that the estimated 
patient load during the 1952 fiscal year is reached, and every known 
factor indicates that the number of veterans for which medical care 
and hospitalization will be required may exceed the workload factors 
used in these estimates. Any reduction in the funds available for 
medical care will result in closing of hospital beds, as I have repeatedly 
stated that I will under no circumstances be a party to any lowering in 
the standards of care given to sick and disabled veterans. 


COMPENSATION AND PENSIONS 
FUNDS AVAILABLE FOR OBLIGATION 





Estimate Increase (+) or 


decrease (—), 
Fiscal year 1951| Fiscal year 1952) 1952 over 1951 














Appropriation or estimate -.--..............-..--.-...-...- $2, 147, 520, 000 | $2, 223, 400, 000 +$75, 880, 000 
Prior year balance available... ................-.....--- 20) 9 a eLCaas —7, 475, 606 
Total available for obligation. -_.............-.__. | 2, 154, 995, 606 | 2, 223, 400, 000 +68, 404, 394 
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| ee 44 
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The explanation and justification of appropriation estimates which 
you have before you explains in detail the purpose of this appropria- 
tion and the methods of computing requirements by category. The 
tabulations immediately preceding this text present a summarization 
of the amounts required for payment to veterans of the various wars, 
with a comparison between the amounts required for fiscal years 
1951 and 1952. It should be noted that the ameunts listed above do 
not include the supplemental estimate of $42,456,348 for 1951 which 
has been submitted to the Bureau of the Budget and which is scheduled 
for submission to Congress later this spring. This amount, when 
added to the total of $2,154,995,606 now available for the current 
year, will permit obligations of $2,197,451,954 during 1951. 

On March 13, hearings were held before this committee on the 
supplemental requirements for the current year. The revised addi- 
tional requirements, based on actual experience during the first 6 
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months of the current year, indicate a need for $26,618,000-instead 
of the amount of $42,456,348, included in the Budget of the United 
States. Revised total obligations for 1951 based on this latest calcula- 
tion will be $2,181,613,606 instead of $2,197,451,954 as cited above. 

The total number of cases receiving payments shows a gradual 
increase with an average number of 2,960,831 active compensation 
and pension cases on the rolls in the fiscal year 1950, and an estimated 
3,055,297 average number of cases during the current fiscal year, and 
3,168,322 average number of cases estimated for fiscal year 1952. 
During July 1949 the actual number of cases on the rolls was 2,928,586, 
and it is estimated that there will be 3,228,131 on the rolls at June 
30, 1952. The tables presented on pages 280 through 284 of the 
narrative explanation and justification of the appropriation estimates 
show a complete listing of actual and estimated number of cases by 
wars, and by living and deceased veterans for each month of the 
three fiscal years. It will be noted that in all wars prior to World 
War I the number of cases is declining at a fairly steady rate. The 
number of claimants in the Regular Establishment group is increasing 
gradually each year. The number of cases of all types for World 
Wars I and II other than service-connected living veterans of World 
War I has shown a steady increase during fiscal year 1950 and prior 
years. These trends are expected to continue through the 1952 fiscal 
year. The number of World War I service-connected disability cases 
is steadily declining due chiefly to losses from the rolls because of 
death. The number of service-connected disability cases of World 
War II showed a slight decrease in the early months of fiscal year 1950, 
but then again resumed an upward trend. 

During the 1950 fiscal year $213,615,520 was expended for subsist- 
ence allowance for veterans taking rehabilitation training courses 
under the provisions of Public Law 16. The amounts required for 
this purpose in both fiscal years 1951 and 1952 show a substantial 
decline, it being estimated that $134,927,000 will be required during 
1951 and $80,130,000 during 1952. The reduction in this category is 
due to the decline in the trainee load as disabled veterans complete 
their courses of rehabilitation. The present estimate does not con- 
template at this time a substantial increase in this load due to disa- 
bilities arising from the Korean conflict as probably only a small 
number of veterans will be released from the services who are eligible 
for this type of benefit during the 1952 fiscal year. The budget of 
the United States for the 1952 fiscal year presents on pages 131 and 
132 the unit costs per year distributed between compensation and 
pensions by wars. It will be noted that the average costs remain 
relatively constant for the 1951 and 1952 fiscal years in practically 
all cases although there are minor variations in certain groups. 
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READJUSTMENT BENEFITS 


FUNDS AVAILABLE FOR OBLIGATION 








Estimate Increase (+) or 


decrease (—), 
1952 over 1951 





|Fiscal year 1951 |Fiscal year 1952) 





| 

| 

Appropriation or estimate _ ceabws _..-.-.-...-..| $2, 505, 600, 000 | $1, 211, 640,000 |—$1, 293, 960, 000 

a pn cara legos ® Oye Ce OE EEE Ie 93, 064, 188 | 317, 306, 791 +224, 242, 603 
| 


Total available f for obligation si 2, 598, 664,188 | 1, 528, oie. 791 | —1, 069, 717, 397 
Balance available in subsequent year. Seca egneae —317, 306, 791 . +317, 306, 791 
I i 2 2, 281, 357, 397° | 1, 528, 946, 791 —752, 410, 606 





OBLIGATIONS BY STANDARD CLASSIFICATION 








Education and training: | 

















Subsistence allowance.........................- mee bom 348, 500 | a 735, 000 — $520, 613, 500 
Ri naseandnusanacscc sles Lane eatin nesteaed digoicect cine 550, 000 $5, 127, 681 — 203, 422, 319 
OE Ee I eae wns 13, 052, 000 “e 520, 000 —4, 532, 000 
ESSER RE ET ES en CE 57, 102, 500 | 37, 275, 000 —19, 827, 5 500 
Total education and training._............___- et ey T58, 05 3, 000 | 4 , 409, | 6 57,681 —748, 395, 319 
Loan guaranty: | tecdoe ah KE! we 
SE CRE eran aa tye | 80, 820, 000 | 76, 252, 000 —4, 568, 000 
NT I ca eecempudnidedilamiss ; an 13, 670, 000 17, 349, 000 +3, 679, 000 
Property cee ae 10, 898, 000 15, 850, 000 __ +4 952, 000 
Teed tn oat. SS ee. ----| 108, 388, 000 | | __ 109, 451, 000 | _ +4 063, 000 
Readjustment allowance: me er x : 
Unemployment allowances. --.-_......--.---.- Pres, 16, 560, 000 | 9, 315, 000 —7, 245, 000 
Self-employment allowances. -.._.................-.- 1, 35 56, 397 | 523, 110 —833, 287 
Total readjustment allowance.___............-._.- 1, 916, 307 9, 838, 10 —8, 07 8, 287 





Grand total obiiwations...... 5... -........--6c6552 


“1, 528, 946, 791 | —752, 410, 606 





The appropriation estimate in the amount of $1,211,640,000 for 1952 
fiscal year under this title will provide funds for carrying out the pur- 
poses of Public Law 346 as amended. In addition to the amount of 
appropriation requested, it is expected that a balance of $317,306,791 
will be unexpended at the close of the current fiscal year so that the 
total amount available for obligation will be $1,528,946,791. 


EDUCATION AND TRAINING 


Funds in the amount of $1,409,657,681 will be required for providing 
education and training to veterans and includes payment of tuition, 
supplies, equipment, and subsistence allowances. The amount re- 
quired for education and training is approximately $748,395,000 less 
than the expected requirements for the current fiscal vear and is a de- 
crease of over $1,185,000,000 below the amount actually expended 
during the 1950 fiscal year. This decrease reflects a sharp decline in 
the number of veterans expected to take advantage of the education 
and training provisions of Public Law 346 in 1952 due principally to 
economic and international conditions, the present favorable employ- 
ment situation, and the deadline of July 25, 1951, for entering training 
and to some extent the exhaustion of entitlement. The average num- 
ber of veterans in training during the 1950 fiscal year was in excess of 
1,990,000. The expected average for the current year is 1,631,500 and 
for 1952 it is 1,065,000. The tables on pages 285 and 286 of the narra- 
tive justification present a tabulation by months and by types of train- 
ing for each of the 3 years of the number of veterans in training. 


802038—51—pt. 2—-——45 
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LOAN GUARANTY 


The funds required under this title include $109,451,000 for require- 
ments under the loan-guaranty provision of title III of Public Law 
346, Seventy-eighth Congress, as amended. Actual expenditures 
during the 1950 fiscal year amounted to $58,670,790, and it is esti- 
uti | that $105,388,000 will be required during the current fiscal 
year. Present indications are that the demand for participation in 
the benefits provided by this title of the act will decrease somewhat in 
the fiscal year 1952 over the current year, principally due to the 
curtailment on the use of materials for construction and the more 
stringent limitations on credit recently imposed. However, as this 
program grows older and as the cumulative number of loans for homes, 
farms, and business purposes guaranteed under the provisions of this 
title increases, the losses and property acquisitions by the VA will 
increase so that the over-all costs of the program are estimated to be 
greater in 1952 than during the current year due to these two factors, 
even though the number of new loans guaranteed will decrease. The 
narrative statements on pages 287 and 288 and the tables on pages 
289 through 295 of the narrative justification present additional 
information as to the trends in this program. 


READJUSTMENT ALLOWANCE 


The appropriation estimate for the 1952 fiscal year includes 
$9,838,110 for readjustment allowance payments. Actual expendi- 
tures under this heading for fiscal year 1950 amounted to $138,190,487. 
It is estimated that $17,916,397 will be required during the current 
fiscal year. The remarkable decline in requirements for this purpose 
is attributable to the expiration of the period of eligibility on July 
25, 1949, for the great majority of veterans who have been discharged 
at least 2 years prior to that date. Veterans in service on July 25, 
1947, were entitled to a period of eligibility of 2 years following the 
date of their discharge. During the 1949 fiscal year a total of 6,268,917 
unemployment allowance claims were paid and 141,530 self-employ- 
ment allowance claims were paid. The rapid decline in this program 
following the expiration of eligibility on July 25, 1949, for the majority 
of veterans is illustrated by the monthly figures during the early 
months of the 1950 fiscal year, when 2,467,736 unemployment allow- 
ance claims and 58,278 self-employment claims were paid during the 
month of July 1949. This dropped to 1,219,804 unemployment 
allowance claims paid and 52,284 self-employment allowance claims 
paid during the month of August 1949. By June 1950 unemploy- 
ment allowance claims had decreased to 128,957 and self-employment 
claims had decreased to 1,995. There has been a further gradual 
decline in payments of both types during every month since that 
date. Pages 297 and 298 of the narrative justification present a 
detailed listing by months of the actual and estimated load classified 
according to unemployment allowance and self-employment allowance 
claims. 
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MILITARY AND NAVAL INSURANCE 
FUNDS AVAILABLE FOR OBLIGATION 





re 
Increase (+) or 
decrease (—), 
1952 over 1951 


Estimate 





Fiscal year 1951 Fiscal year 1952 











Appropriation or estimate } $6, 830, 000 | $6, 000, 000 | — $830. 000 
Prior year balance available 145, 768 398, 918 | +253, 150 
Total, available for obligation , ies tei 6, 975, 768 | 6, 398, 918 ~576, 850 
Balance available in subsequent years —398, 918 | +398, 918 
Total, obligations m 6, 576, 850 * 6,398. 918 —177, 932 


OBLIGATIONS BY STANDARD CLASSIFICATION 


11. Grants, subsidies, and contributions (payment to 


. 8. Government life-insurance fund $1, 850, 000 $1, 825. 000 | — $25, 000 
12. Pensions, annuities, and insurance claims 4, 726, 850 4, 573, 918 — 152, 932 
Total... 6, 576, 850 | 6, 398, 918 | ~177, 932 


The estimated appropriation requirements under this title for the 
1952 fiscal year are $6,000,000, which will provide funds to cover 
payments that are made as a result of contracts with veterans for 
World War I war-risk insurance. In addition to the direct payments 
made from this appropriation, funds are transferred to the United 
States Government life-insurance fund to meet obligations sustained 
by that fund incident to the extra hazards of military or naval service. 
Page 133 of the Budget of the United States presents a tabulation of 
the workload by activity and the average cost per workload unit 
for this appropriation. The table on page 305 and the narrative 
explanations on pages 304 through 308 of the explanation and justifica- 
tion give further information concerning the activity under this 
appropriation title. 


HOSPITAL AND DOMICILIARY FACILITIES 
FUNDS AVAILABLE FOR OBLIGATION 





Estimate 

















a n Increase _ r 
decrease (—) 
Fiscal year Fiscal year | 1952 over 1951 
1951 1952 | 
Appropriation or estimate._.._._..__. me bes IE | $160, 000, 000 $28, 000,000 | —$132, 000, 000 
Applied to contract authorization...........__- | —160, 000, 000 — 28,000,000 | +132,000. 000 
Prior year balance available: } | 3 
OEE Pen ae a ee 34, 572, 134 |_- | — 34, 572, 134 
Contract authorization....................... 547, 683, 852 | 404, 255,986 | —143, 427,866 
Total, available for obligation. _- 582, 255, 986 404, 255, 986 | — 178, 000, 000 
Balance available in subsequent year: Contract author- | | 
NNN ee eo _...| —404, 255,986 | —379, 255, 986 | +25, 000, 000 
Total, direct obligations......................-.-- | 178, 000, 000 25,000,000 | —153, 000, 000 


j 




















1588 


OBLIGATIONS BY ACTIVITIES 








Estimate | Inerease (+-) or 


decrease (—), 
Fiscal year 1951 Fiscal year 1952) 1952 over 1951 
! 


















































1. Hospital facilities, bed-producing projects: | 
(a) Construction of new hospitals___...........-- $137, 289, 240 $9, 800,000 | —$127, 489, 240 
(b) Construction of additions to and conversions 
at euieting Dospitels ...-...................- 11, 618, 923 | 50, 000 | —11, 568, 923 
| | ae 
Total, bed-producing projects_---..-..-.-| 148, 908, 163 | 9, 850, 000 ) | — 139, 058, 163 
2. Non-bed-producing projects: | 
(a) Construction of additions and betterments. -_} 7, 253, 524 6, 000, 000 —1, 253, 524 
(b) Major repairs and replacements- _--_......---| 3% 746,476 |_____. IRAE —2, 746, 476 
Total, non-bed-producing projects__- ----- | 10, 000, 000 | 6, 000, 000 | —4, 000, 000 
3. Construction of administrative facilities at hospital | ae: = 
sites Saewnanss SO 4, 850, 000 150, 000 —4, 700, 000 
4. Initial portable equipment pisllbd was ocbida sutras 14, 241, 837 9, 000, 000 —5, 241, 837 
Total, direct obligations..._____..- eRe 1 178, 000, 000 | 25,000,000 | 153, 000, 000 


| 








The amount of $28,000,000 is being requested under this title for 
the 1952 fiscal year to meet estimated expenditures through the end 
of the fiscal year arising from obligations incurred against prior con- 
tract authorizations. No additional obligational authority is being 
a for this appropriation. The appropriation text shown on 
page 133 of the Budget of the United States for the 1952 fiscal year 
will provide an increase in the cumulative limitation on the amount 
available for obligation for portable initial equipment from $25,000,000 
to $31,500,000 and will increase the cumulative limitation for the pur- 
chase of passenger motor vehicles for new hospitals and major additions 
from 176 to 213. These increases in limitations are requested in order 
that additional initial equipment, including automobiles, may be ac- 
quired as work on construction projects progresses. 

The following table presents a summary of funds required for ex- 
penditure purposes during the current and budget years: 


ineenenANG Cbs GUNS SU, 1900... do oo sw cen de es asianesces $185, 145, 129 
Cash appropriated, 1951 fiscal ve ar ‘appropriati NOE os hae os « 160, 000, 000 
Appropriation requested, 1952 fiscal year_____..........._____- 28, 000, 000 





‘Teen, -tarougn 1052 fiscal year... ..... =... dc swecnnncec 373, 145, 129 
Estimated expenditures: 
SN On ce aie icine $212, 000, 000 
1952 fiscal year__-___- shy Rate Red ste See 155, 000, 000 





udeaeuks Ad, ee ae ee 367, 000, 000 





Balance (reserve for claims and contingencies)_...___.___- 6, 145, 129 








—— | a oe 


i ty oe ee 








1589 


Textural material on pages 311 through 315 of the explanation and 
justification of appropriation estimates explains in further detail the 
scope of this program and gives a condensed statement of funds re- 
quired to cover contract authorizations. In addition the charts on 
pages Nos. 23 through 25 in the book of charts present in detail 
actual and estimated obligations and expenditures by programs and 
by individual locations, and the award status of all new hospital con- 
struction and bed-addition programs. 


NATIONAL SERVICE LIFE INSURANCE 
FUNDS AVAILABLE FOR OBLIGATION 


| 
| Increase (+) or 


2 EE ee ore eee. decrease (- ), 


1952 over 1951 


Estimate 


|Fiseal year 1951) Fiscal year 1952 








Appropriation or estimate ’ ae $31, 600, 000 | $66,795,000 | +$35, 195, 000 
Prior year balance available ae nein eh Ean S } —12, 440, 016 
Payments received from non-Federal sources --_-_---.---- 608, 429 540, 302 | —68, 127 

Total available for obligation... __.............-- 44, 648, 445 | 67, 335, 302 | +22, 686, 857 


Balance available in subsequent years 


RN NR oo ois ce vnwnnsnncns . aan 44, 648, 445 | 67, 335, 302 | +22, 686, 857 


OBLIGATIONS BY STANDARD CLASSIFICATION 





| 
11. Grants, subsidies, and contributions (payments to | 


national service life insurance fund) --____...--- $43, 749, 884 $66, 436, 108 +$22, 686, 224 
12. Pensions, annuities, and insurance claims. --_--_.-- 898, 561 | 899, 194 | +633 
Ee a eS SEE ee 





Total obligations. .__.........- pe ie eee a 44, 648, 445 | 67, 335, 302 | +22, 686, 857 
t | 





The appropriation estimate for this title for fiscal year 1952 is 
$66,795,000. It is also estimated that $540,302 will be received from 
payment of premiums directly to this appropriation, making a total 
amount available for obligation of $67,335,302. Total obligations 
during the 1950 fiscal year were $473,544,510. The amount presently 
available for the 1951 fiscal year will permit obligations of $44,648,445. 
However, there is a supplemental appropriation request pending 
before the Bureau of the Budget for additional funds for the current 
year in the amount of $44,270,000, which, if appropriated, will be 
available for transfer to the national service life insurance trust fund. 
This additional amount would provide funds for obligational purposes 
amounting to approximately $89,000,000 against an estimated obli- 
gational requirement for 1952 of about $67,335,000. The narrative 
and the tables appearing on pages 299 through 302 of the explanation 
and justification of the appropriation estimates present a detailed 
analysis of the requirements for this appropriation. 
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VETERANS’ MISCELLANEOUS BENEFITS 
FUNDS AVAILABLE FOR OBLIGATION 





| 

| Increase (+-) or 
decrease (—), 

Fiscal year 1951 Fiscal year 1952, 1952 over 1951 


| 
Estimate 











Appropriation or estimate ___............----.------..-.} $71, 100,000 | $23, 600,000 | —-$47, 500. 000 
Prior year balance available - - - te REET 15, 014, 510 | 21, 244, 110 +6, 229, 600 
Total available for obligation....................-- | 86, 114, 410 | “44, 844, 110 | —41, 270. 400 
Balance available in subsequent year_.._..........-.-.- |} 21,244,110 |..-- | +21, 244,110 
RARE AAIIRS SREB FORO | 64,870, 400 | 44,844,110 | —20, 028, 200 





OBLIGATIONS BY STANDARD CLASSIFICATION 





1, Burial allowances _. Peas Se $13, 154, 000 | $13, 777, 000 »| + $623, 000 
2. Vocational rehabilitation for disabled veterans: | 
- i ate a Sega : ie 35, 883, 060 | 22, 561, 300 | — 13, 321, 700 
SO 2 aR ee, pare 945, 000 | 567, 000 | —378, 000 
Equipment. ......--- de cote aS3 3, 780, 000 | 2, 268, 000 | -1, 512, 000 
Total, vocational rehabilitation _- - 40, 608, 00) , 396, 300 —15, 211, 700 
3. Housing grants for disabled veterans. _..........._.- 11, 108, 400 | 5, ; 670, 810 | —5, 437, 590 
Grand total obligations.............-...-------- | 64, 870, 400 | 44, 84, 110 | —20, 026, 200 


i i | 








$23,600,000 is requested under this title for fiscal year 1952 to pro- 
vide funds to cover the cost of statutor y burials; supplies, equipment, 
and tuition for Public Law 16 trainees; and homes for certain classes 
of seriously disabled veterans as authorized by part IX of Veterans’ 
Administration Regulation No. 1 (a), as amended. It is also expected 
that there will be available at the beginning of fiscal year 1952 a bal- 
lance of $21,244,110 carried forward from the current fiscal year, mak- 
ing a total amount available for obligation of $44,844,110. This 
amount compares with an expected expenditure during the current 
year of $64,870,400, a decrease of over $20,000,000 in ” expenditures 
from this appropriation. The amount required for burial allowances 
is expected to increase slightly in the fiscal year 1952 over the amount 
necessary during the current year. The actual number of allowances 
made in fiscal year 1950 for this purpose was 82,736, and it is esti- 
mated that there will be 84,320 in 1951 and 88,314 in 1952. The 
table on page 317 of the narrative justification presents a breakdown 
of these totals by wars. The funds requested under this title will 
also provide $25,396,300 for vocational rehabilitation to veterans 
taking training under provisions of Public Law 16. This is a reduc- 
tion of over $15,200,000 from the amount which will be required 
during the current fiscal year, and is attributable entirely to a reduc- 
tion in the number of veterans expected to be in training. During 
the 1950 fiscal year an average of 167,809 veterans were in training, 
while it is expected that the average for the current year wil be 
105,000 and that the average for the 1952 fiscal year will be only 
63,000. Pages 318 and 319 of the narrative justification present an 
analysis of the training load by months and by types of training 
during each of the 3 years. 

Under thé provisions of Public Law 286, Eighty-first Congress, and 
prior legislation, the Veterans’ Administration was authorized to 
approve grants ‘for specially adapted housing to veterans having 
suffered the loss of, or loss of use of, both feet, and to paraplegic 
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veterans. During the 1950 fiscal year 1,346 grants were approved 
for specially adapted housing for the use of disabled veterans qualify- 
ing under the terms of existing legislation. It is expected that there 
will be 1,200 and 613 grants approved in fiscal years 1951 and 1952, 
respectively, at a unit cost of approximately $9,257 per grant. Dur- 
ing the 1950 fiscal year $12,459,670 was obligated for this purpose, 
and it is expected that $11,108,400 will be required during the current 
year, and $5,670,810 will be required during the 1952 fiscal year. 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 
FUNDS AVAILABLE FOR OBLIGATION 





| Increase (+) or 
| decrease (—), 


Estimate 





\Fiseal year 1951/Fiscal year 1952| 1952 over 1951 







































DI OIIAIII OF CUI a ois nr pcicnnsddemcdcnnockenes $3, 285, 000 $1, 100, 000 —$2, 185, 000 
Prior year balance available....................--.----.-- 9, 400, 000 | 7, 400, 000 —2, 000, 000 
Total, available for obligation_...............-.-- 12, 685, 000 8, 500, 000 | —4, 185, 000 
Balance available in subsequent year---.-...........---- Se, En eg dh OP Ee +7, 400, 000 
Unobligated balance, estimated savings.--........-..-.-- = 2: GR6, O00 foc. sone +2, 635, 000 
| 
en ne eee ae ee eee 2, 650, 000 8, 500, 000 | +5, 850, 000 
OBLIGATIONS BY STANDARD CLASSIFICATION 

1, Construction and equipping of hospitals___..__-- ay $2, 000, 000 $7, 400, 000 | +$5, 400, 000 
2. Medical care and treatment of veterans----....--..-_. 650, 000 1, 100, 000 | +450, 000 
| | ——F 


ED EI. aoe acco soucucncbaccesse } 2, 650, 000 | 8, 500, 000 | +5, 850, 000 








Funds in the amount of $1,100,000 are requested under this title 
for the 1952 fiscal year in order to carry out the provisions of Public 
Law 865, Eightieth Congress, which authorizes treatment and medical 
care for Philippine veterans. This amount will be used to make 
grants to the Republic of the Philippines to cover the cost of medical 
care and treatment of eligible veterans. Public Law 865 authorized 
an appropriation of $22,500,000 for hospital construction and $3,285,- 
000 annually for 5 years for medical care and treatment. Congress 
has heretofore made available $9,400,000 for construction of hospital 
facilities, and it is expected that $2,000,000 of this amount will be 
expended during the current fiscal year, and $7,400,000 will be 
expended during the 1952 fiscal year for construction costs. $163,000 
was obligated during the 1950 fiscal year for medical care and treat- 
ment of Philippine veterans. $650,000 is estimated to be required 
during the current year and $1,100,000 during the 1952 fiscal year 
for this purpose. The estimated unobligated balance of $2,635,000 
for the 1951 fiscal year has been placed in reserve under the provisions 
of section 1214 of the 1951 fiscal year appropriation act. 


MISCELLANEOUS APPROPRIATIONS AND FUNDS 


The statements which follow present information on activities under 
certain miscellaneous accounts for which no appropriations are 
requested for the 1952 fiscal year. The information is included in 
order that the committee and the Congress may be informed as to the 
activities which have occured under these various accounts. 





1592 


Automobiles and other conveyances for disabled veterans, Veterans’ Administration 





























Estimate 

Increase (+-) or 

decrease (—) 

Fiscal year Fiscal year 1952 over 1951 

| 1951 1952 

Appropriation or estimate . ...................-......--- | eS eae eae —$375, 000 
IE Se I IIIB oes oo ncn nec cwe ee rneneses lc ascimans abies gilt EA Al aipnicsien ware gitins ay'nnie demteeh remem 
Total available for obligation____..............--.| ty eae —375, 000 


The funds appropriated under this title are for the purchase of 
automobiles or other conveyances for veterans eligible therefor due to 
loss of, or loss of use of, a leg at or above the ankle. The amount of 
$375,000, which was made available by the Supplemental Appropria- 
tion Act, 1951, is practically exhausted at the present time. The total 
amount made available to date under the provisions of Public Law 
663, Seventy-ninth Congress, and various appropriation acts, is 
$41,875,000. Public Law 798, Eighty-first Congress, authorized the 
appropriation of $800,000, extended the time limit for filing applica- 
tions to June 30, 1951, and authorized the Administrator of Veterans 
Affairs to pay not to exceed $1,600 each toward the purchase of an 
automobile or other conveyance for eligible veterans. It is anticipated 
that an additional $800,000 will be required during the current fiscal 
year for the purchase of 500 automobiles to cover applications now 
on hand for which no funds are available and for applications expected 


to be received from eligible veterans prior to June 30, 1951. 


Direct loans to veterans and reserves, 


VA 


FUNDS AVAILABLE FOR OBLIGATION 









































Estimate Increase (+) or 
decrease (—), 
Fiscal year 1951|Fiscal year 1952} 1952 over 1951 
Received by loan from Secretary of the Treasury-. EE eee ae —$75, 000, 000 
Prior year balance available-___. Seid cassdclwansetdakon ada $110, 904 +110, 904 
Payments received from non- Federal sources-.-.-.------ 3, 250, 000 . 900, 000 +2, 650, 000 
Income from investments in United States securities... 6, 37, 500 +31, 
Total available for obligation._.._._._............- 78, 256, 000 6, 048, 404 —72, 207, 596 
Net investments in United States securities... __.- tabyee —1, 000, 000 —2, 000, 000 —1, 000, 000 
Balance available in subsequent year... -__........----- —110, 904 —47, 029 +63, 875 
Unobligated balance covered into Treasury as miscel- 
SEU cite ccc clit csincacamecGcddumebndsudiacn —1, 000, 000 —2, 500, 000 —1, 500, 000 
ND Bad kbdadece din cbdncctincumesuced 76, 145, 096 1, 501, 375 —74, 643, 721 
OBLIGATIONS BY STANDARD CLASSIFICATION 
RES EE Pe Oe PE RTE TT Te | $76, 00000 1 ..5............. —$75, 000, 000 
2. Advances on direct mortgage loans_.................-|......-.-.---.-- $100, 000 +100, 000 
3. Fees for closing direct mortgage loans...........-...-. | lh, ACER AE IES — 500, 000 
4, Interest payments to the Treasury --..............-..-- 645, 096 1, 401. 375 +756, 279 
es as sh oa ie eee 76, 145, 096 | i, 501, 375 —74, 643, 721 
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Under the Housing Act of 1950 loans may be made to veterans under 
certain spec.fied conditions up to a maximum of $10,000 per loan until 
June 30,1951. It is estimated that 62,500 applications will be received 
and 12,500 direct loans will be made during the 1951 fiscal year. 
This will require a loan of $75,000,000 from the Secretary of the 
Treasury against the maximum amount permitted under the act of 
$150,000,000. Attorneys’ fees for closing direct mortgage loans and 
interest payments to the Treasury will require expenditure of $500,000 
and $645,096, respectively, for a total expenditure for direct loans and 
other obligations of $76,145,096. No additional funds are estimated 
as being required during the 1952 fiscal year. However, expenditures 
in the estimated amount of $1,501,375 will be made for advances on 
loans and for interest payments to the Treasury. The tables on page 
138 of the printed Budget present the Statement of Income and 
Expenses and Statement of Financial Condition for the fiscal years 
1951 and 1952. 


Soldiers and sailors civil relief 


FUNDS AVAILABLE FOR OBLIGATION 





l | 

| Estimate | Increase (+) or 
| | decrease (—), 
59 7 5 
Fiscal year 1951 Fiscal year 1952) inition 








| | 











Prior year balance available. __...................--..- | $1, 338, 530 $1, 480, 330 +$141, 800 

Payments received from non-Federal sources.........--- | 300, 000 | PU anos nets ema ss 
gEP GE sep 

Total available for obligation. -..................-- 1, 638, 530 | 1, 780, 330 |. +141, 800 

Balance available in subsequent years-...........-...-- —1, 480, 330 | —1, 723, 830 | — 243, 500 
a 


ye Le RS ca eae ae aca ay ee 158, 200 | 56, 500 —101, 700 





OBLIGATIONS BY STANDARD CLASSIFICATION 


| 


$56, 500 | —$101, 700 





12. Pensions, annuities, and insurance claims. ........-- $158, 200 











No appropriation is requested for 1952 fiscal year as funds required 
for operation of this program will be available from prior year balances 
and from repayments received. Under the Soldiers and Sailors Civil 
Relief Act of 1940 premiums becoming due on commercial private 
life insurance policies held by servicemen are to be charged as a loan 
against the insurance policy while the insured was in service and for 
two years after discharge. The Government guarantees the repay- 
ment of any indebtedness not liquidated by the insured himself, but 
any payment made by the Government is a debt owed to the Govern- 
ment by the insured. The actual obligations under this account 
amounted to $51,230 during the 1950 fiscal year, while it is estimated 
that $158,200 will be expended during the 1951 fiscal year and $56,500 
will be expended during the 1952 fiscal year. It is estimated that 
these amounts will cover settlement of 700 cases in fiscal year 1951 
and 250 cases in fiscal year 1952, at an average payment per claim of 
$226. 
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Replacement of personal property sold 
FUNDS AVAILABLE FOR OBLIGATION 





| Estimate Increase (+) or 


decrease (—), 
Fiscal year 1951/Fiscal year 1952) 1%? over 1951 
| 




















Appropriation or estimate. __._____- duc cukbosetece | $63, 900 | $50, 000 —$13, 900 
Prior year balance availabie................-........... | 19, 105 | 29, 574 | +10, 469 
Total available for obligation. _..................- 83, 005 79, 574 —3, 431 
Carried to surplus fund. -__-- i PS ar ae Comet Dp nn TS ee +2, 431 
Balance available in subsequent year. __ Jah Ee —29, 574 —9, 574 | +20, 000 
Petab eigen. 51, 000 | 70, 000 | +19, 000 


OBLIGATIONS BY ACTIVITIES 























Purchase of motor-propelled vehicles, ete... _._. ie | $51, 000 | $70, 000 +$19, 000 
OBLIGATIONS BY STANDARD CLASSIFICATION 
a SOO TRA! ELS BB ES BE aR ERE Sy Kodo $51, 000 | $70, 000 | +$19, 000 





The proceeds from sales of vehicles, equipment, accessories, and 
other items, the replacement of which is authorized by law, may be ap- 
plied in whole or in part payment for the purchase of similar items. 
The sum of $113,800 from proceeds of sales was utilized in fiscal year 
1950 for payment of replacement items. During the fiscal years 1951 
and 1952 it is estimated that $51,000 and $70,000 will be utilized in pro- 
curement of similar replacement items. Any proceeds not utilized 
toward purchase of replacement items are deposited as miscellaneous 
receipts in the Treasury. 


Vocational rehabilitation revolving fund 


FUNDS AVAILABLE FOR OBLIGATION 





Estimate Increase (+) or 


] decrease (—), 
Fiscal year 1951| Fiscal year 1952 1952 over 1951 














Appropriation or estimate. .__. Ee epg (Eine AAR BE lasts oot vet Be RR ichanipiden diainias 
Prior year balance available__..._..................-..-. $993, 903 $1, 080, 000 +$86, 097 
Payments received from non-Federal sources.........._. 1, 486, 097 1, 190, 000 — 296, 097 
Total available for obligation ._..................- 2, 480, 000 2, 270, 000 — 210, 000 
Balance available in subsequent year_.............-...- —1, 080, 000 —1, 170, 000 —90, 000 
Ee ee ee ev eS ee 1, 400, 000 1, 100, 000 —300, 000 














This fund is available for loans to disabled veterans eligible for 
vocational rehabilitation who receive disability compensation but are 
without sufficient funds to meet their expenses. The maximum loan 
is $100 to be repaid in 10 equal monthly installments. Repayments 
of loans to this account are available as a credit to this fund and may 
be used for making additional loans. During the 1950 fiscal year 
$1,739,886 was disbursed as loans and it is estimated that $1,400,000 
and $1,100,000 will be expended during the 1951 and 1952 fiscal years 
respectively. The narrative and tables on pages 327 and 328 of the 
justification and explanation of appropriation estimates present 
further detailed analyses of the transactions under this account. 











a. ho 


crew ee = 
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Operation of canteens, appropriated fund 
FUNDS AVAILABLE FOR OBLIGATION 





| 
|Fiscal year 1950 Fiscal year 1951/ Fiscal year 1952 





Repayment from operation of canteens, revolving fund, | 

5 fee Sy anne ae Pages cee anteee $1, 465, 000 $211, 050 $558, 000 
Prior year balance available bg Ph age eae RPT PS, Sereda aa 
Balance available in sub ayeent OS ee a A Vhideastund Pape Se TS RP ar 
Carried to surplus fund_._-_----- eS aoe eo, —1, 665, 000 — 558, 000 





| 
' 

Total obligations. ..............- ok einp enna at Ul, Of 50 | eae ae 
| | 





The Veterans’ Canteen Service furnishes at reasonable prices 
articles of merchandise and services essential to the comfort and well- 
being of veterans in hospitals and homes of the Veterans’ Admin- 
istration. The Congress has appropriated a total of $4,965,000 which 
has been transferred to “Operation of canteens, revolving fund, 
VA.” During the 1950 fiscal year $1,465,000 was returned from the 
“Veterans’ Canteen Service’’ to the ‘Operation of canteens, appro- 
priated fund’’ as being surplus to the needs of the revolving fund. 
It is expected that $211,050 will be returned during the 1951 fiscal 
year and $558,000 during the 1952 fiscal year. These amounts will be 
carried to the surplus fund of the Treasury in the total of $1,665,000 
during the current year and $558,000 during the 1952 fiscal year. 
The statements on pages 140 and 141 of the Budget of the United 
States for fiscal year 1952 present the results of operations of the 
Veterans’ Canteen Service. During the 1950 fiscal year net income 
was earned in the amount of $497,379, while the estimated income for 
1951 is $398,280 and the income for 1952 is estimated at $405,789. 


TRUST FUNDS 


The statements concerning the remaining items cover trust accounts 
which require no appropriations by the Congress from the general 
revenue. These statements are included for the purpose of obtaining 
an authorization for expenditures and to show the estimated obliga- 
tions in order that a complete record of anticipated receipts and dis- 
bursements made through the Treasury may be available. Only those 
accounts which are expected to be active during the 1952 fiscal year 
are discussed herein. 


Adjusted service certificate trust fund 
FUNDS AVAILABLE FOR OBLIGATION 





| Increase (+) or 
| | decrease (—), 
52 over 1951 


| 
| Estimate j 





Fiscal year 1951 | Fiseal year 1952) 19% 


_——————— 

















| 
DRONE CUII  iincikic ni renasenobicecsconcees~ $250, 000 8 0 ee 
Prior year balance available ; cone] 87, 148 | hg aphans 
Net proceeds from sale of investments. --..-....-.----- 300, 000 | 250, 000 | —$50, 000 
Total available for obligation _.............-.--- | 637, 148 587, 148 | —50, 000 
Balance available in subsequent year--..-.-.---.------- —8&7, 148 eh se nee 
EE eee ee 550, 000 | 500, 000 | —50, 000 


| | | 





OBLIGATIONS BY STANDARD CLASSIFICATION 


Y 1 
| 











12. Pensions, annuities and insurance claims: Payments 
of World War I adjusted service certificates... ...- 





$550, 000 $500, 000 — $50, 000 
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Payments from this account are made for adjusted service certifi- 
cates upon their maturity or the prior death of the veteran, payments 
to banks on account of notes of veterans and for making loans. Funds 
for this trust account were provided from the adjusted service certifi- 
cate appropriated fund. The last appropriation for this purpose 
was made for the 1945 fiscal year. It is expected that expenditures 
from this trust account will total $550,000 during the current fiscal 
year and $500,000 during the 1952 fiscal vear. Investments held 
at June 30, 1950, for this account amounted to $5,250,000 and the 
value of investments on hand at June 30, 1951, and June 30, 1952, is 
expected to be $4,950,000 and $4,700,000 respectively. 


General post fund 
FUNDS AVAILABLE FOR OBLIGATION 





Estimate Increase (+) or 


| decrease (—), 
| 1952 over 1951 





Fiscal year 1951 Fiscal year 195 














| } 
Appropriation or estimate __. $650, 000 | $650, 000 |. .__ oa e 
Prior year balance available : : wits | 494, 832 544, 832 +$50, 000 
Total available for obligation. ............-..---.. 1, 144, 832 1, 194, 832 +50, 000 
Balance available in subsequent year ee cet ae ee —544, 832 —594, 832 —50, 000 
ND on ot het a cdeuibenedegemiacinte 600, 000 600, 000 








OBLIGATIONS BY STANDARD CLASSIFICATION 








| 
12. Pensions, annuities and insurance claims: Recrea- | 
tional and entertainment__ a+ se] $600, 000 $600, 000 
| | 








This account represents accumulated benefits from past operation 
of stores, hotels, restaurants, canteens, and rentals from concessions. 
In addition current gifts and bequests and proceeds from property left 
in the care of the homes by former members, unpaid pension money 
standing to the credit of members of the homes who die without 
pensionable heirs, and proceeds from the sale of effects of members 
who die leaving no heirs or next of kin and without having disposed 
of their estates by will are deposited in this account. Such funds are 
available upon authorization by the Administrator of Veterans’ 
Affairs for construction of chapels, amusement halls and for other 
objects to promote the comfort and welfare of the veterans at the 
various facilities in cases where no general appropriation is available. 
It is estimated that $600,000 will be expended from this fund in each 
of the 1951 and 1952 fiscal years. Actual expenditures during the 
1950 fiscal year amounted to approximately $632,000. Investments 
held at June 30, 1950, amounted to $2,143,000 and no change is 
expected in these invested funds during the current or next fiscal year. 
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Prepaid hazard insurance, taxes, etc., veterans loans 
FUNDS AVAILABLE FOR OBLIGATION 





| ; | 
° | 
Estimate Increase (+-) or 
enpaietie decrease (—), 


| 5D nn a 
\Fiscal year 1951 Fiscal year 1952, !%° Over 1951 








Pg A a 2 ee eae | $278, 900 | $558, 900 +$280, 000 
Prior year balance available_---.___- becaeieeeee Et 67, 139 | 84, 769 | +17, 630 

Total, available for obligations.__..._______- 346, 039 | 643, 669 | +297, 630 
Balance available in subsequent year__._.........__-- —84, 769 | —127, 529 —42, 760 


tes CUI Case cbc on ek 261, 270 | 


+254, 870 


516, 140 | 


OBLIGATIONS BY STANDARD CLASSIFICATION 


fe. | : | 
13. Refunds, awards, and indemnities: Payment of | | | 
taxes and insurance premiums. -- - -_- na Cael $261, 270 | $516, 140 | +$254, 870 
| 


Under the provisions of section 509¢ of the Servicemen’s Readjust- 
ment Act of 1944 the Administrator is given administrative authority 
to safeguard the Government's interest in the guaranteeing of loans, 
the payment of claims arising therefrom, and the disposition of prop- 
erty acquired. It has been administratively determined that in all 
sales of acquired property for less than full cash consideration the con- 
tract of sale shall provide for periodic collection of tax and insurance 
accruals. Such collections are deposited in this account and are paid 
out as these items become due. During the 1951 fiscal year expendi- 
tures are estimated to be $261,270 and during 1952 $516,140. Actua 
expenditures during 1950 amounted to $69,718. 


National service life insurance trust fund 


FUNDS AVAILABLE FOR OBLIGATION 





’ 
| 
Estima 
| timate Increase (+) or 
decrease (—), 
1952 over 1951 





Fiscal year 1951 Fiscal year 1952 





Appropriation or estimate $699, 439,884 | $697, 296, 108 











Prior year balance available 53, 238, 728 20, 065, 678 | 33, 173, 
Net proceeds from sale of investments- - - - ---- 3, 000, 000 274, 000,000 | +271, 000, 000 
Total, available for obligation __-._-- 2 ee | 755, 678, 612 991, 361, 786 +235, 682, 17 
Balance available in subsequent year----_-_-.-- sik | 20, 065, 678 —20, 157, 786 | -92, 108 
Date ng en ere ve 735,612,934 | 971, 264, 000 +235, 591, 066 
| | 


OBLIGATIONS BY STANDARD CLASSIFICATION 








1 
12. Pensions, annuities and insurance claims. --- - -_- | $735, 612, 934 | $971, 204, 000 | +$235, 591, 














1598 


This account was established by Public Law 801, Seventy-sixth 
Congress, October 8, 1940, the National Service Life Insurance Act 
of 1940. Funds for this trust account are provided from the premiums 
paid on national service life insurance policies, by interest earned on 
the invested funds, by transfer from the ‘National service life insur- 
ance” appropriation on account of payment of benefits in excess of 
the reserve of the policy in case of death or for premiums waived in 
case of total disability, in those cases where the death or total dis- 
ability of the insured shall have been determined to be the result of 
disease or injury traceable to the extra hazards of military or naval 
service and on account of gratuitous insurance claims. The actual 
expenditures from this fund during the 1950 fiscal year amounted 
to $2,987,768,200. Payment of dividends to policyholders and 
former policyholders accounted for $2,632,988,510 of the total expend- 
itures made during 1950. It is estimated that expenditures from 
the fund will amount to $735,612,934 during the current fiscal year 
and will be $971,204,000 during the 1952 fiscal year. The balance 
sheet for this fund as of December 31, 1949, and the statement of 
income and expense for the year ending December 31, 1949, appear 
on page 906 of the Budget of the United States. 

Investments valued at $7,287,685,000 were held by the Treasury 
for this fund at July 1, 1949. Investments amounting to $1,945,541,- 
000 were sold during the 1950 fiscal year in order to provide sufficient 
funds for payment of dividends. At June 30, 1950, net investments 
held by the Treasury for this account amounted to $5,342,144,000. 
It is expected that investments amounting to $5,339,144,000 will be 
held at the end of the 1951 fiscal year and investments valued at 
$5,065,144,000 will be held at June 30, 1952. 


U. S. Government lifé insurance fund 
FUNDS AVAILABLE FOR OBLIGATION 





| Estimate | Increase (+-) or 
| decrease (—), 


Fiscal year 1951 Fiscal year 1952) 1952 over 1951 

















Appropriation or estimate PEE ann Gow tem ee, ak Cee $90, 120, 000 $89, 130, 000 — $990, 000 

Prior year balance available ee ee aE 6, 185, 412 5, 895, 412 — 290, 000 
Net proceeds from sale of investments..._...........-.-- . J = 

Total, available for obligation .._..............- 96, 305, 412 95, 025, 412 — 1, 280, 000 

Net investment in United States securities__....._..__- | 14,000,000 —9, 500, 000 +4, 500, 000 

Balance available in subsequent year. -..............-- | —5, 895, 412 —5, 650, 412 +245, 000 

aire caltiasiadaiee 

Total, obligations._.......- Pe are | 76, 410, 000 79, 875, 000 +3, 465, 000 





OBLIGATIONS BY STANDARD CLASSIFICATION 





12. Pensions, annuities, and insurance claims--..-.-.....-- $76, 410, 000 $79, 875, 000 +$3, 465, 000 
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This fund is the account to which premiums of policyholders hold- 
ing United States Government life insurance policies are credited and 
payments are received by transfer from the ‘‘ Military and Naval In- 
surance’ appropriation to meet obligations incurred incident to the 
extra hazards of military and naval service of persons so engaged while 
protected by Government life policies. Actual expenditures of $113,- 
580,370 were made during the 1950 fiscal year, and it is estimated that 
expenditures amounting to $76,410,000 and $79,875,000 will be made 
during the 1951 and 1952 fiscal years, respectively. Investments 
held at June 30, 1950, for this fund amounted to $1,291,500,000. The 
investments at June 30, 1951, and June 30, 1952, are expected to be 
$1,305,500,000 and $1,315,000,000, respectively. ‘The balance sheet 
for this fund as of December 31, 1949, and the statement of income 
and expense for the year ending December 31, 1949, appear on page 
907 of the Budget of the United States. 


MISCELLANEOUS TRUST FUNDS, VETERANS’ ADMINISTRATION 


Budget estimates for 1951 and prior years have included two trust 
accounts, namely, ‘‘Funds due incompetent beneficiaries’? and “‘ Per- 
sonal funds of patients,’ which are not included for the 1952 fiscal 
year. Public Law 611, Eighty-first Congress, approved July 15, 1950, 
authorized the Veterans’ Administration to transfer all cash balances 
in these two accounts and to deposit all moneys received thereafter 
into special deposit accounts with the Treasurer of the United States. 
Such balances and deposits are available for disbursement for properly 
authorized purposes without covering into the Treasury of the United 
States and withdrawal on money requisitions. The funds received 
and deposited into these special deposit accounts are the property of 
veterans or their beneficiaries and are held by the Veterans’ Admin- 
istration subject to withdrawal by the veteran or subject to payment 
to the lawful heirs of the veteran. 

This concludes my general statement with reference to the appro- 
priation requirements for the 1952 fiscal year. The Assistant Ad- 
ministrators of the Veterans’ Administration who are here with me 
will explain further the individual program and appropriation require- 
ments for those programs under their jurisdiction and will be glad to 
furnish any additional information which you may request. 

Mr. Tuomas. That is a nice statement, General. Let me say your 
justifications this year are certainly in excellent shape. 

General Gray. We worked hard, Mr. Chairman. 

Mr. Tuomas. The tables are certainly there, and all of the informa- 
tion is there, if you want to dig into it. 


PERSONAL SERVICES BY PROGRAMS 


We will insert at this point the table on page 4, which is salaries and 
expenses for the entire Administration. It shows 185,740 average 
employment, to which you can add about 7 or 8 percent for 1950. 
There are 183,639 for 1951 and 187,159 for 1952, which shows an in- 
crease of 3,520 for the fiscal year 1952 over 1951. 

(The matter above referred to is as follows:) 


























































































| 
6b ‘S82 ‘I+ | 08S ‘E+ 698966 ‘989 | OST "LST | 99E “LOZ “E29 6£9 ‘EST Cs, BB > SERS pre er pe sito sueidoid [[e “1830, 
822 ‘O82 ‘E+ $20 ‘TI+ 008 ‘289 ‘Leb 418 ‘081 l 22S ‘9P8 ‘Z6E £6L ‘611 861 ‘8£0 “Eze Maeno ete ee 0008 Weis01d ‘[8}0,L 
002 ‘z¢— 8t— 008 ‘822 ‘I oss OOL ‘O88 ‘T 81g LI8 ‘Zel % ec ee eon ara eee syodep Ajddng 0028 
£0L ‘ttb— 00I— 000 ‘PIE “Sb Z0L ‘OI COL ‘LEL ‘oh 208 ‘OL 886 ‘90 ‘6F “= URIBE twice bape hc ce selec hy ate pelea eivo yUuaTIed-3NGQ O09R 
008 ‘899+ Lo+ OOL ‘Z¢e ‘IT 682 ‘P 008 ‘£69 ‘OT 910 ‘Fb 889 ‘Ob ‘OT 120° ; etc - $5 ipeet tps aivo AIVTPOPWOC, = 00S8 
TSI ‘PIS ‘LZe+ OL ‘Olt 00S “209 ‘E98 LEZ ‘IT 61g ‘869 ‘SZE 6h ‘COL | LF “Oe ‘ZOE ae. far "0068 UBIZO0Id ‘{B}0}QNg 
OOT ‘SbI ‘0+ Zo ‘9+ O0L ‘886 “0€Z G8Z ‘OL 009 ‘062 “002 eg 119 BL <2 ‘ISI FIT ‘Lg sfej{dsoy [eoJsiMs puv [wo] Poul [VIIUI_) EFS 
oO OOF ‘8B ‘I+ Zbet O0E ‘OZ “62 882 ‘6 | 006 ‘166 ‘22 OF8 ‘8 Z6L “FES “OZ £12 ‘8 s[ejidsoy {L O03F8 
oO 189 ‘LEZ ‘9+ 992 ‘I+ 006 ‘StI ‘E01 P99 “EE 618 ‘OL6 ‘96 868 ‘IE 196 ‘QOL ‘66 ee ae ae ee tt ee sjeyidsoy dN OPS 
= +0189 [eudsoyT OOPS 
ct 00¢ ‘08+ coI+ 002 ‘681 ‘% oss 002 ‘8¢9 ‘T 69¢ ‘9ce ‘T ee ren eee ee sercler rea ae ““Yosvesey 0068 
002 ‘808+ bE+ OOS “TPS “2 68F ‘I 008 ‘ZE2 ‘2 LS8 ‘bP ‘2 £09 ‘I =i Sp aie, ee! we ae sae ey 9 uol 
“BISIULWI pe Savy yor0p pues [8 yidsoy ‘ {8 MPI OO 
:S90l Ades AIBI[[OIWIOp puB *[eyIdsoy ‘[woIpeyy 008 
¢ 2206" %e— 690 ‘E9E 'S | cee‘oo =| wes ‘ooe oz §=| ors ‘eo ~—s| ozs ‘zz ‘ave OCR ceebateecmunec ae "000-0001 Survadoad ‘1#10,qNg 
OL ‘761 — SZb ‘OOF 08 ‘VI “og | Oct | 980 ‘288 9LI | ee, eg ee eee “SOUBMOTIE UIUTIST[pBey O00L 
GEL “OFZ — 000 “602 ‘ZI | IL ‘e ‘Ost ‘ZI y92 ‘E I1Z ‘896 ‘8 $82 ‘Z Gore Ns, ~~ Ajuesend uvoyT 0009 
Z8L ‘989 ‘SI — PPE ‘LIE ‘OE £96 ‘9 | ‘000 “bP 86E ‘OI YFP ‘L89 ‘ZS 608 ‘ZI =" ; UONBONps PUB UONSPTIQVYos [BUOTZBOO A —O00T 
FOF “PLO ‘S— LOb ‘266 ‘Eb o8 ‘EI 128 ‘999 ‘6b OIL ‘ST ZL0 ‘ELL ‘6b ILI ‘91 ° Re chy eae souvinsuy = O00F 
o1L ‘seo+ ZSL ‘LIE ‘OF 6FI 6 020 ‘289 ‘6E $20 ‘6 Z6E ‘ISL ‘ZF ee. Siete Us Veber S602 - Be et SUTIeT) 0008 
2£6 “€0 ‘Z— 199 ‘199 ‘OT 66 ‘Z 86S “G69 ‘ZI Z80 ‘€ | 109 ‘Iz¢ “eI SOF ‘E ho tices - tole a Se a eee ~~" govsqU0OT) ~=000% 
SEP ‘662 ‘E$— Ob ‘ELP ‘LOS G9S ‘0% | 828 ‘Z1Z ‘I1L$ OBI ‘2% £12 ‘829 ‘bL$ SeaCe Gate oe ee ree he UONBISTULMIps [wleues) OVOT 
———_——— ee 2. SS re ee QO OQ e_—V—ee ——______—— —- --- - e 
| 
svoAodule | $ soaAo[dura . sooAoidura 
qunoury @SBIIAY sunouy aALIVAY | sunoeury adRIVAY senoMTy @SBIVAY 
|—______—— SUaEaREEEnEEET aEnEEREEEREEEEEEIEEeEiEee tae ——EEE —E——EE ulBiZ01g 
dA0 Z¢ | | 
“-) ees oy) we | S961 vad [wosy ‘payeupysg | 1961 mea [Rosy ‘payeuysa] | 0S6I Ive [Rosy ‘[eNIOy 
! 
(70}0}) wosboud fig saovasas pouossad fo Uu0srs0dWogj —uouDslUlUpy SUDdiajaA ‘sasuadzxa pUud sarsv] DE 
ea eee ee ee | : 







“(1961 ‘I “IB ‘29 ‘90 “H) SSaIdUOD dy} 0} pojuasoid sajeuIt}se [e}UULAIddns yoager 0} poysn{[py 1 





002 ‘682 ‘888 ‘I— | 000 ‘Eze ‘Sob F | 002 ‘OST ‘FES ‘S | 000 ‘SIF ‘2z | 002 ‘SE2 ‘918 "s suojwlidosdde [ejeds puv [esoued ‘1301, 








006 ‘eI— 000 ‘0g 


jo jusureoe[dey :sjunoooe [epeds ‘suoneudoidde oyugepul yueuBUeg 
008 ‘260 ‘PES ‘¢ | 000 ‘STF ‘2z 008 ‘29 ‘9T8 ‘g suo} etidoidde aj;uyep jenuus ‘[e70,1, 


006 ‘9 | satin ar | 006 ‘9 tad ~----=pros Aqiedoid peuossad 


008 ‘692 ‘88¢ ‘T— 000 ‘Eze ‘Sob 


000 ‘SLI ‘I 000 ‘Sz : ~-""SUBI9}Z9A PI[QBSTP OJ S9OUBAVATIOD 10440 PU SOINY 
000 ‘¢8z ‘E ; 000 ‘S82 ‘E y 3 saujddiiqg 943 Jo oqndey 03 squeip 
000 ‘OOT ‘TZ See he a 000 ‘OOT ‘TL S}Y9UIG SNOGUB[[IOSTUL ,SUBIIIA A 
000 ‘009 ‘TE oe weacne==") OOO Te Te my uonseridoidds SOUBINSUT IJI] BOJAIIS [BUOT I 


000 ‘21 ‘T— Ce eee 
000 ‘est ‘%— 000 ‘OOT ‘T 
000 ‘009 ‘L6— 000 ‘009 “Ez 
000 ‘S61 ‘Se+ 000 ‘S62 ‘99 ’ 
000 ‘000 ‘ZE1— 000 ‘000 ‘8z 000 ‘000 ‘O9T ‘ee : 000 ‘000 ‘O9T Sot} T]owy Asvl[iorm0p pus [eidsoy 
000 ‘0€8 000 ‘000 ‘9 000 ‘0€8 ‘9 : Pratap Eolas 000 ‘0&8 “9 souBinsu! [BaAeu puB AIBITT AT 

000 ‘096 ‘£62 ‘I— 000 ‘O69 ‘TIZ ‘T 000 “009 ‘cos 000 ‘009 ‘S0¢ ‘% ““""S}yaueq JUeUTIsN{pvey 
000 ‘292 ‘6b+ 000 ‘OOF ‘Ezz % 000 ‘SEI ‘BLT ‘2 000 ‘02S ‘Lb1 ‘% ; sued AAeN pue ‘Aully ‘e104 ITV 
002 ‘EZ ‘$+ 000 ‘882 ‘F68$ | 008 “b9E ‘O68$ 008 ‘$98 ‘068$ sasuedxa pus solie[eg 
:suonelidoidde ayuyep jenuuy 





IS6I 10A0 
z96I ‘(—) aseorsep | 40) uoIepdosdde sjejuomajddng 
40 (+) osvelouy jo aqeullysy a Ccaticnd 


IS6I 10) suoMeidoiddy 


*Bu0D ISI8 
4q peywridoidd y 

















(szunovon psn} Burpnjoxra) saypwuisa uoynrsdoiddny pun suoyniidoiddn fo hunmuns asayvsvdwuog 


(:SMOT[OJ SB SI 0} PolIdJol 9AOGB 10}, BUI 9, ],) 
‘piooad oy} UL ZUTOd SIq) 7B 4IOSUI [[LM OM YOIyM ‘T 97qGBy 
UI 4NO 49S SI ZEGI PUB [EG SIBOA [BOSY OY} JOY UOIBIYSIUIWIPY suBIZJIA OY} JO 4SO0 dITJUO VY, ‘SVNOH], ‘IV 


NOILVIUdOUddY ZO6I INV [G6] dO AUVWWAG 











1602 


Mr. Tuomas. This shows for fiscal 1951 a total cost in all depart- 
ments of $5,904,265,048, to which should be added that deficiency 
of $44,000,000. 

Mr. Baker. The deficiency is in there. It is now a different 
amount. It has been reduced since that statement was prepared; 
so this should be adjusted to reflect the lesser figure for the deficiency, 
and we will do that for the record. We substituted $26,618,000 for 
pensions in lieu of the $42,456,000. We struck out the $44,270,000 
for insurance, and the $800,000 remains for automobiles. 

Mr. Tuomas. The current request for 1952 is $4,455,373,000, 
which is a decrease of $1,448,892,048. You will make that correction 
in the total? 

Mr. Baker. Yes, sir; the corrected total decrease after making the 
adjustments mentioned above is $1,388,783,700. 

Mr. Tuomas. The reductions came about not so much in your 
personnel load, because that shows an increase, but in the various 
benefit programs. 

Mr. Puiuuips. There is a decrease in personnel of 7,500 on page 4. 

Mr. Tuomas. But the general increase is about 3,520. 


NUMBER OF PERSONNEL 


How does your employment in the District of Columbia for 1952 
compare with 1951 in the central headquarters (1) for your programs 
No. 1000 through No. 7000 and then your program for medicine, 
namely, your 8 and 9 prograin? 

Programs 1000 through 7000 for the District of Columbia show, for 
1950, 12,892; for 1951, 12,383: and for 1952, 11,502, which is a decrease 
of 881. But when you add your 8 and 9 programs for medicine to the 
District of Columbia, what is that total figure? It is around 14,000 
as well as I remember. 

General Gray. | got the figure day before yesterday, Mr. Chairman, 
as 14,147 on the payroll in the District of Columbia today. 

Mr. Taomas. And that includes your canteen service? 

General Gray. Everything. 

Mr. THomas. What part of those 14,147 is for the canteen service 
in the District of Columbia? 

General Gray. There are 209 now on duty. 

Mr. Tuomas. That is charged to the canteen revolving fund? 

General Gray. That is right. 

Mr. Tuomas. If the committee and you gentlemen will direct your 
attention to the table of organization charts, here are some 12 or 13 
charts dealing with the departmental service in the District of 
Columbia. 

In the Office of the Administrator there are 25; Veterans’ Education 
Appeals Board, 16. That is the board you set up by virtue of the 
act 

General Gray. That is the Deane-Thompson tuition appeals 
board. 

Mr. Tuomas. That is set up by virtue of the act giving you some 
authority over the board when the schools appeal with reference to 
the unsatisfactory manner in which Mr. Stirling fails to write the 
checks. 

General Gray. May I say it is a difference of opinion between the 
school and the Veterans’ Administration. 

Mr. Tuomas. Well, that is one way of putting it. 
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Legislation has 67 positions; Administrative Services, 3,238—that 
is your big division; Finance Service, 1,020; Personnel, 331; Utility, 
Supply, and Real Estate, 210; Contact Service, 65. 

) You have recently issued an order closing contact stations having 
no more than one employee; is that correct? 

General Gray. I would like to explain that to you for a moment, 
if I may. 

Mr. THomas. If my memory serves me correctly, that takes off 129 
employees from the contact service in the field. 

General Gray. No, sir; it took off more than that. It closed offices, 
but there was so much protestation from every source as to the justi- 
fication—or nonjustification, rather—of utilizing‘a formula based on 
closing them out on a one contact officer basis that I had it restudied, 
and on the basis of the workload I have resubmitted to the budget a 
proposition to base it on a workload of 350 visitors per office in an 
average of 4 months for the area west of the Mississippi River and 
450 east of the Mississippi River. On that basis, that contemplates 
the closing of 72 offices at once and a showing that possibly 91 more 
will be reduced during the fiscal year 1952. 

Mr. Txomas. How many contact offices did you have as of the 
first of the year throughout the United States? We will go into that 
in detail later. 

Mr. Bronson. Four hundred and ninety-four as of February 28. 

Mr. THomas. What is the total employment outside the District 
of Columbia? 

General Gray. I might say to you that in principle the Bureau of 
the Budget has agreed with us, but I have not gotten the exact letter 
containing that statement from them, although I was told Saturday 
it was to be written. 

Mr. Bronson. The total employment outside the District of Co- 
lumbia is 2,945, January 31, 1951. 

Mr. Tuomas. These programs have been in effect now for 5 and 6 
years; have they not? 

General Gray. Yes, sir. 

Mr. Tuomas. Is not now a pretty good time to wind up all of your 
contact service? If they do not know now, with all of your 187,000 
employees scattered throughout the country, what good are these 
2,900 going to keep on doing, with the veterans’ load increasing? 

General Gray. We have had 700 or more letters from every source 
in the United States, including Members of Congress, on the closing 
of those offices, and I believe the first approach is the approach that 
I have now made to the Budget on the basis of the workload, and I 
have indicated to them, in addition to the individual offices, that we 
were only maintaining contact representatives in the larger offices, 
such as the regional offices or centers corresponding to that same load. 

Mr. Tuomas. I am just wondering how the taxpayers are going to 
continue to carry the load, and the load is going to increase. 

General Gray. There is no question about that. 

Mr. AnpRews. When will your new order go into effect, General? 

General Gray. Immediately. 

Mr. ANDREws. How many of those officers do you estimate will be 
eliminated? 

General Gray. Under our program there will be the elimination of 
72 immediately and an expected closing of 91 additional during the 
fiscal year 1952. 
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Mr. Anprews. That cuts it down by 350. 
Mr. Tuomas. I note here that, Utility, Supply, and Real Estate has 
210, and there is some duplication under the Administrator’s office. 
One of the two programs, I think, is wholly for the District of Colum- 
bia, and the other is for managerial purposes for all of your properties 
in the field. We will go into that later, but I note there might be some 
overlapping there. 
The next big one is the Claims Division of 1,037. Of course, the 
a} biggest one of all is Dr. Breining’s organization in the District of 
Columbia, with 5,197 positions. Special Services has 154 in the 
District of Columbia; Construction and Supply has 749; Readjust- 
ment Allowance has 41. That is dwindling pretty fast; is it not? 
General Gray. Yes, sir. That is no longer a department. It is 
closing up its work. 
Mr. Tuomas. A grand total in the District of Columbia for 1952 of 
14,190 at a total cost for salaries of $51,768,481. 
Mr. Moore. If you will notice, deducting lapses, and so forth, we 








Sil are asking for full-time salaries for 12,989 with a money value of 
ge $48,746,000. 
iy VETERANS’ ADMINISTRATION EMPLOYMENT BY DIVISIONS 


be Mr. Tuomas. The first chart is the over-all chart, and we will put 
Be that in the record. 
(The chart, reproduced in table form, is as follows:) 


Veterans’ Administration departmental service—Organizational chart prepared to 
conform to fiscal year 1952 budget estimates, March 5, 1951 


















































q Number Amount 
Office of the Administrator (see p. 2 for grade structure detail): 
Full-time positions and salary ................... Be IE LEAR Sh LY 25 $140, 284 
CS Mitte Ei ey tet <n GREER ARS Ee ee SEE EES 2 11, 620 
Average employment (full time) and cost..........-.--_-- ee. 23 128, 664 
Pay for extra day- A 8, NR EIEN ATE Re BR EP 3 SS! aR EE 495 
Part time, overtime, night differential, etc......................2.-.....-]-----2--- 1,000 
re OTIS BOT HEIE Biss no an eee cee hice escewninn ya dbtadn til ntnceiteey 130, 159 
Office of the Deputy Administrator (see p. 3 for grade structure detail): y: wri 
NN RELL IELL Ne Ate i EN eg ROTC 375 2, 002, 4453 
Deduct lapses eaeia ties bipan hones ete tl me S Ra Laat Fae bate 3 23, 924 
Average employment (full time) and cost................_.-.-..- eAEwe 372 1, 978, 529 
Pay for extra day me: ROS 2 ID STE wd Leahtes kd dAdasiie tae eaienmaae 7,611 
Part time, overtime, night differential, etc.................-.-...----.22.]---- eee 3, 600 
RSE et oe Ce Oe LOE ELIE TEES OES Me FL Ses ee. 1, 989, 740 
Veterans Education Appeals Board (see p. 2 for grade structure detail): 
i ET AEE ee 16 92, 820 
i EROGUOL US. occ... (es Nk eee RD REIS SF Seat ccm aK AE ha cebediad 214 
f Average employment (full time) and cost.._.....__.............-.-_--- 16 92, 606 
Pay for extra day. _._. $sb acs sureties ehiiuhendiieiidssoatthaeskdbedlandidaiinnd 482 
Part time, overtime, night differential, etc__..____- Pt SS ee Be 1 Meee See wR 
Board members when actually employed_...............-----22--.2--22-]--- eee 32, 750 
ee. ER CEE eae ae ep. PERNA Eas Oe eh A 125, 838 
i Legislation (see p. 2 for grade-structure detail): 
ij Full-time positions and salary ---.-..............-...--------- 67 349, 024 
xt Deduct lapses 1 1, 754 
Average employment (full time) and cost..-.............-.- 66 347, 270 
Pay for extra day ......-..- TLE. J AROS Sere yi 
ES SEER, SELECT See 
eI 6 picid asncinehanncedbiidcukaweubuinananaccendcecmetis) amphiminnen 348, 606 
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Veterans’ Administration departmental service—Organizational chart prepared to 
conform to fiscal year 1952 budget estimates, March 5, 1951—Continued 





| 
Number | Amount 











Administrative services (see p. 4 for grade-structure detail): 























Weiaitne GUNNNNNS ANG GUN. 2 6- a5... nance a cecansancéceccncncoenssbnt 3, 238 | $9, 667, 816 
Nee mien iil nite eitensietinnnc 118 | 231, 387 
Average employment (full time) and cost.........-...----------------- 3, 120 9, 436, 429 
I et eos as cnc aeedaebenseedne tenganes 
Part time, overtime, night differential, etce_._........---- 
i cicemusnncnnndcacenstusoncacssdesess 
Finance service (see p. 5 for grade-structure onal): : j a 
Se ee IO I sin ewe scewansecesqnceetinscanannces 1, 020 | 3, 598, 587 
re rennin ieee 6 ae ea a sa epastaapndneats 53 | 73, 301 
eveenee employment (full time) and cost__...---..---- Le ieiha anes Mihail 967 | 3, 525, 286 
a eS Be i au cee ecascavectecasfeeususcsebes 13, 562 
Part time, overtime, night diffe rential, etc. atin ate toate dsp inal pile | 
Se Ie I oo oo cts eelewnsccbient <tdnedtces ccenensaceain 
Personnel (see p. 6 for grade structure detail): 
Full-time positions and salary - ---- Pea ins aod decioh cats detanatn weatain oiaivies aliaPraie 
ne eS a ae a EE i ce a eS ee lg a ee 
Average employment (full time) and cost.....-.......-.-------------- 
I a antewansten ee aaa 
Part time, overtime, night differential, - > “pete iba beta erp SRS 67 
RR on camasueawnmennnneasaeubiel 





Utility, supply, and real estate operations (see p. 7 for grade structure detail): 






































Full-time positions and salary......--...--------- J pataeuusae 210 700, 256 
eS ee ee Ae: DE a> 42 161, 561 
Average employment (full time) and cost......-.-.--.----------- . 168 538, 695 
Pay for extra day_... Sie Re aes alseeew iw ainias wrasse kale an trebteions 2,072 
Part time, overtime, night differential, etc.............------- PE PS a 6, 400 
Net personal service cost... ......------------- Teh Sauk be : 547, 167 
‘Contact service (see p. 4 for grade structure detail): . 
Full-time positions and salary -.-.......-------------- ~e 65 200, 833 
Deduct lapses... __-- La SN 2 EAE ER OES Ome a 10 | 39, 078 
Average employment (full Sines) amd ost... ...<.<....... atbdawcrnrn 55 | 251, 755 
Sg LNG IE IL EI AER [ae 8 Saeae 969 
Part time, overtime, night differential, ete..............--------------- | phos 
Net personal service cost. ......---------------- ER Hkh ae peer ins | 252, 724 
Claims service (see p. 8 for grade structure detail): } o | calas 
ee ee a ee er reer 1, 037 | 4, 592, 901 
nN Rr en a ea Ue aeiccccascuesoeence giant 22 | _9, 897 
Average employment (full time) and cost.............----------------- | 1,015 | 4, 583, 004 
Fe ONO I a ae ss ew anceonecosen RO fd | 17, 631 
Part time, overtime, night differential, ete... ...-........------------- - oo --------- 
SO cic dawantececenstens<lencsnsea --} 4, 600, 635 
Board of Veterans Appeals (see p. 9 for grade structure detail): = : 
eee ee RES a ereee 386 1, one, = 
ee vadadeuos elie at | _ 6] 3}, 805 
Average employment (full time) and cost............--.-------------- 380 | 1, 883, 4 
I Nt ee a scdesaccees Reece ee | 7,2 
Part time, overtime, night differential, etc...............--------------- A a eS - 
Dink Seemed APUIIN NOME, o.oo ooectnsc~--n--<.--.--222-2-----2- RSS hl 
Office of Solicitor (see p. 10 for grade structure detail): | ie 
Cll) Cimmbe UNCNIN GIN NIG ook on oingenicnssose- ese e-2---ss0-0e0 134 bg = 
I a cc eupgiegebmaddaeoeds 9 | “4, 
Average employment (full time) and cost.........----------- tee condi | 125 | * — 
Na ee are wewnde egasrecguicecundeedus 7 
Part time, overtime, night differential, etc... _-.-.-- LTO RT ES -|------ 
DG eh oc ods cakagbenusendeceses ee ee "08, 260 
Insurance (see p. 11 for grade structure detail): ei 5 R75. 159 
Pulbhtime positions 60 Glee... .....<~---~...-. 5-465 -22-2-222-204-2--0- | 5, 197 15, a aaa 
I ts nen aden naeenonnepaddnse 4s ee 1, 966, 2 
Average employment (full time) and cost......... BC as Se ei a } 4, 468 | 13, a. so 
Ck ee SSeS a ee Lisccsuscensst ! 
Part time, overtime, night differential, etc.........-..------------------- ass a a 





Net perenne) Serie O00 ions scn. 2.2. ce dscednenesonnscn--0-02- |---------- | 13, 3, 902, 3 300 
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Veterans’ Administration departmental service—Organizational chart prepared to 
conform to fiscal year 1952 budget estimates, March 5, 1951—Continued 



















































































Number Amount 
Vocational rehabilitation and education (see p. 12 for grade structure detail): 
enn SORNCUNIND GINS GURIE We ois cc ick wn vcccwncsacensceceucvasvenceeats 277 $1, 435, 222 
a Ut cigiaiciahsebiba hia ACER b SbbeNEbinkkmisebeiueaceet 27 131, 488 
Average employment (full time) and cost..__...........---.-...------- 250 1, 303, 734 
I. CIbR ae teen ek beck bbs oacnteechcusacas cnevehtaahseweewdegict 5, 016 
Part time, overtime, night differential, etc.............-.....-..-..-.----|------------ 1, 000 
I are aa spice bien eaiinamsinins aches das in 1, 309, 750 
Loan guaranty service (see p. 13 for onmas structure detail): 
Full-time positions and salary -- Be Ped SaP od YY PS te 180 915, 314 
Se IS Dt, a ais Sccicacnnsiellsi duns lus eceabuewdnus a weeeue 5 15, 331 
Average employment (full time) and cost__......_- Taine theeckaie tie 175 899, 983 
Pay for extra day _--- a ie e pe er 3, 462 
Part time, overtime, night differential, * anaemia ie Sie eine ky whe 
Net personal service cost... .............-.-.--.-.- Sceacubausdedscudesbe 903, 445 
Readjustment allowance service (see p. 14 for grade structure detail): ae 
Full-time positions and salary ..................--- PER RSS eR 41 227, 112 
Deduct lapses 9 46, 994 
Average employment (full time) and cost.........-.-........-.----..-- 32 180, 118 
ERIS. 2 ALO GR NS LEIA EE ESE NE PP EAL 693 
eG ns Se, Se COTO Bo oi ico .cdte cece debebio dds Semana abnenaenenhwnncée 
DICE OEE MARUI GI ao wieiitiecccsectiiicintnschinbnniocniaiagadelivtia ates 180, 811 
Construction and supply (see p. 17 for grade structure detail): 
BO RI eee ee ae eee See 749 3, 321, 913 
RE s 5S i Ea AR oS, 1% 60 205, 502 
Average employment (full time) and cost__.......-...---....---.----.- 669 3, 116, 411 
NN I cio aca alien oth bate inere naiainn sda lay teh petiedeasink peeoeimsninga dees manna 11, 989 
Part time, overtime, night RN WAS... oe on eee ee 6, 900 
POE ICTR MINTED CON os viii cricccccitivinc eieiccnedddsccjnetenuasedediccawenene 3, 135, 300 
Medicine and surgery (see p. 15 for grade and structure detail): 
i SLEEPER AO 688 3, 753, 945 
ERSTE ST SORA Leon oe BRE ONL See OTe Oe 40 134, 723 
Average employment (full time) and cost__......--....--.-.-.--..-...- 648 3, 619, 222 
gS EE EE ERIE Le OMELET S. EEE ELE 13, 924 
Part time, overtime, night differential, etc..............-.-.-..-.------ i aaa 18, 954 
A LRN ENE NEE ee, ae REN LON 3, 652, 100 
Special services (see p. 16 for grade structure detail): 
ES ERLE LIL LAER DEE 154 755, 026 
ne ee en kiccdabaedabcntcomescnnnansonoeuiune 3, 916 
Average employment (full time) and cost 751, 110 
ok. 2. | Re See 2, 890 
Part time, overtime, night differential, etc..........-......--.----------- 100 
re I ek sind atlanriniacaidivaseniip alaterpediitetcs igoie eretintstacaniin canta hata 754, 100 




















SUMMARY 
































Grade No. ng | Grade No. — 
| 
Administrator __._- idee 1 $17, 500 | Sg, SRR Rh ee NS: 7 $24, 275 
Dowty Administrator _.____- 1 Be Th Eo Sen. Ca rnnetdibpanideies rows 16 50, 150 
Se eee ae 1 eR 9g, ae Sere 2 5, 
G8-16 eras picks aidonniceencutelad 6 | 68, 400 || rE ob iwe cc annaececorwace 27 | 48, 890 
thule QE oR 48 | — & as) (+s SS ere 343 878, 928 
SE ay | 148 2 206, 200: Th DPOB cc ssc dct 101 240, 1 
SAU ape 3 336 2, 690, 200 || Public Law 293: 
ea ARES © 612 4, 205, 400 DMS grades 140 1, 401, 430 
GS-11. ..-.- NE ha 3 505 2, 955, 800 Unclassified. ......-.-...- 127 406, 
Sas ilk naconkuxhews 28 151, 000 
ARERR. 78 3, 396, 350 Total, permanent de- 
CR ee i 2 ceca 76 344, 125 artmental.._......... 14,190 | 51,768, 481 
I Sissi hk di 0d dinate caabe 498 2, 036, 225 || Deduct lapses. ........--....- A 3, 299, 413 
oy all RY 355 1, 356, 500 
|) 2 At he 1,177 4, 067, 000 Net, permanent de- 
El aS SRR ESS 2, 360 7, 367, 300 partmental......-.._. 12, 989 48, 469, 068 
STE. SE ..| 3,437 9,753,700 || Additional pay, extra day---.|.-----.- 186, 591 
Cea eae ae ee 3, 091 8, 178, 7! Part time, overtime, holiday 
a cece 71 184, 000 Di oinccntctnvancseduapdubsennaniea 90, 704 
4. MESES eee 1 4, 650 
ga ene ee ee 1 4, 025 All personal services, 
gn Ye Ee 2 7, 925 departmental.._......}.....-.- 48, 746, 363: 
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Mr. Tuomas. Before we leave that, I notice “Medicine and sur- 
gery” in the District of Columbia has 688. If my memory serves 
me correctly, that is less than the number set out in the breakdown 
under “Medicine and surgery.” That may be as a result of two or three 
of your regional offices that are charged to this figure, but there is a 
hiatus there, if I remember correctly, of about 600 or 700 positions. 
Maybe it is not quite that high, but we will go into that later. 

Under the “Administrator’s office” there are 25; “Legislation” has 
67; and I notice in the breakdown the “Veterans Education Appeal 
Board” has 16. 

I notice in the detailed breakdown of these subdivisions that in a 
good many of the bureaus or divisions within bureaus where the work 
is purely administrative the classifications above grade 9—that is, in- 
eluding 10 through 16—run as high as 33 to 60 percent of the total 
employment. 

Under the Office of the Administrator, the Deputy Administrator 
has 375 jobs, and above grade 9, in the classification I mentioned, they 
have about 35 or 40 percent. 

Those 375 are broken down into Budget Service with 59 employees. 
Is that right, Mr. Moore? 

Mr. Moore. Yes. You will notice that is a slight reduction over last 
year, too. 


INFORMATION SERVICE 


Mr. Tuomas. The Information Service has 66 at a total cost for 
salaries alone of $360,000. Could not that figure be reduced about 50 
percent, General? You have a duplication of those 66 in practically 
every one of the field installations. 

General Gray. Are we talking now about the Information Service? 

Mr. Tuomas. No. I asked you how many field installations you have 
where you have a duplication of the 66 in the District of Columbia. 
The answer is 491 installations. At how many of those 491 do you have 
some publicity people? At least 250 my guess is. 

General Gray. No, sir. The Information Service is handled by Mr. 
Woolford and it covers purely public relations and information to be 
given out. 

Mr. Tuomas. You have 66 in the District of Columbia. How many 
do you have in the field ? 

Mr. Moors. They are all carried in the central office: 18 are in 
Washington; the balance of 48 are in the field. They are termed 
“central-office personnel.” 

Mr. Tuomas. I remember they are all carried in the central office, 
bunt how many people are in the field carrying out instructions from 
the Washington office besides the 50 you have located there? 

Mr. Moore. None. 

Mr. Tuomas. Is that the sum total—the 66? 
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LOCATION OF INFORMATION EMPLOYEES 


Mr. Moore. There are 18 in the central office and 50 in the field as 
of March 15 of this year, at the following locations: 


Location of information service employees 


Total positions Total positions 
of SS | > ee ere ES Se ee eee ee a 2 
ean NS | lke A oR a EO an 
Bove, Piaget TE A a RS 2 in@eseners: ine. 2. 1 
Sener Bt St, Pl, ee on ecins hend 2 
PmineaeInne, Pe. ee eee! TO cs ee eee 1 
8S a eae Pe RR OGRE, RRS RS eee ems ae ¢ 
Winston-Salem, N. C_------------. Be a a sins eaten aden een ocorpenarnics 2 
TEL: este Ue ee aa ge as ate 3 | Albuquerque, N. Mex__-__----~- ee 
pnopery Adee 2/]San Francisco, “Calif he Ls bckntigibcnseuesakoed g 
Ne ee Na Senne 21 i008 Anpetes. OCatit. oro 3 
ES SENSO LAR PETE Sy 8 SOO TENG Ay BON Sots a ad ees 3 
a abuniuncainpe 2 aia 
Runt: ae 2 On duty as of Mar, 16, 1951__ 68 





Mr. Tuomas. There are no more than 50 in the field? 

General Gray. No, sir. 

Mr. Tuomas. But they are all carried on the District of Columbia 
payroll ? 

General Gray. That is correct. 

Mr. THomas. Where are these 50 located, generally ? 

General Gray. In the centers, particularly, where your large 
regional offices are. Geographically, there is one in Boston, one in 
New York—— 

Mr. Tromas. You have them in your 13 regional offices, and how 
many in hospitals? 

General Gray. None in hospitals. They cover an area just like the 
area a medical director covers. 


COORDINATION SERVICE 


Mr. Tromas. What about the Coordination Services of 169? 

General Gray. When we find so many agencies interested in what 
we are doing and why, we have to have a means of coordination which 
will bring everything together, in order to be sure that everyone under- 
stands what is going to be done and that everyone’s requirements and 
responsibilities are recognized and taken into consideration. 

Mr. Tuomas. Well, 169 people to do a little coordinating 

General Gray. Well, they do more than a little coor nating: 

Mr. Tuomas. I notice you have 60 here above grade 10. 

General Gray. Yes, sir. They are planners and developers. An 
idea is produced, and they an: ilyze it, contact everybody, find out if 
it is going to work and how it is going to work, and ultimately bring 
up ¢ and keep all of the thousands of instructions and bulletins current 
and up to date. 

Mr. Tiomas. General, certainly they do not have a brand-new 
idea every day, do they? 

General Gray. Somebody has a brand-new idea. 

Mr. Tuomas. Suppose we cut this outfit about 50 percent, and we 
will save the taxpayers a lot of money, and it will cut out a lot of red 
tape and there will be less confusion. 





cvs rh E 


— © 





1609 


Just what do you get from them ? 
Mr. Hays. This is an opportunity that I have been looking forward 
to. 

Mr. Tuomas. Very well, you have it now, suppose you give it to us 
as fast as you can. 

Mr. Hays. May I ask the committee chairman for privilege to in- 
clude statement of estimated man-years of work to be performed by 
the Administrative Service for fiscal year 1952. 

Mr. Tuomas. Is it your idea that there is an increase in personnel 
load of about 3,500 this year? 

Mr. Hays. I think, quite to the contrary, we are reducing it con- 
siderably. 

Mr. Tuomas. Then you ought to get together, because figures are 
submitted that are going to show an increase of about 3,500. 

Mr. Hays. Mr. Chairman, I think perhaps the term “coordination 
service” describes only part the activities of this program. We are, 
in addition to being a coordination service, a management tool 

Mr. Tuomas. A what? 

Mr. Hays. A management tool, to be used by the Administrator in 
carrying out management-improvement programs; as you know, the 
abolition of 13 branch offices placed responsibility for management’ 
supervision directly in the Office of the Administrator. One of the 
chief purposes of this Service is to supply the Administrator with the 
statistical data, management studies, and other information he needs 
to meet this responsibility. The Coordination Service acts as a man- 
agement research office for the Veterans’ Administration. As you 
know, this type of activity was recommended by the Hoover 
Commission. 

Mr. THomas. The Administrator has some 25 people in his own 
office, and the Deputy has some 375 in his office. 

Mr. Hays. Yes, Mr. Chairman, but if I may add, the management 
program requires interlocking of the various activities of the services, 
to carry out all the coordinated programs developed under these 
various procedures. 

Mr. Tuomas. There are 400 people right now in the Administrator’s 
office and in the Deputy’s office, and you are coming up for 169 on top 
of that? 

Mr. Hays. They are a part of it, not on top of it. 

Mr. Tuomas. That is right. 

Mr. Hays. They are a part of it. 

Mr. Tuomas. The 169 1s a part of the 400? 

Mr. Hays. One of the things which we have done is in the field of 
forms and form letters standardization and control. In 1946 there 
were 22,000 forms in the Veterans’ Administration. Asa result of the 
program which we have carried out and are continuing to carry out 
we have reduced that number to approximately 4,600, and we hope it 
will be brought. down to about 3,500 in the fiscal year 1952. The 
number of form letters has been reduced from 9,700 in 1947 to 1,500 in 
1951. That takes personnel. We have indicated on the man-year 
chart the number of personnel we plan to use on that project. 

The Veterans’ Administration writes some 60,000,000 letters a year. 
In order to cut down on the number of stenographers required to write 
those letters we have developed a correspondence-guide system which 








fe pete sy mee 


Ponioneeespatorriansntainiueay 








1610 


is vigorously carried out throughout all field stations. About 55 per- 
cent of the letters written can be done through what call the corre- 
spondence-guide system. That means that instead of using stenogra- 
phers the work can be done by typists. 

Mr. Tromas. Do you change that procedure every day? 

Mr. Hays. We do not change it, but it takes time to install the sys- 
tem, and we have installed it in some 26 percent of the stations. We 
are installing it in 5 percent at the present time. We have 24 percent 
more of the stations in which we hope to install it. 

Mr. Tuomas. How many people do you have in the field doing this 
same type of work? 

Mr. Hays. We have no people in the field. 

Mr. Tuomas. They are all in the Washington office ? 

Mr. Hays. Right here in Washington. 

Then we have been directed by the Administrator to establish and 
operate the incentive awards program, which combines not only the 
old employees’ suggestion system authorized by Public Law 600, 
Seventy-ninth Congress, with superior accomplishment and efficiency 
awards authorized by titles VII and X, Public Law 429, Eighty-first 
Congress, but broadens considerably employee participation in the 
management improvement program. We are carrying out the awards 
program as well as we can with a minimum of personnel. This is a 
brand-new operation which we started the first of the year, and in- 
cidentally the Bureau of the Budget has pointed out our system as a 
model to other Government agencies. 


INSURANCE DIVISION 


Mr. Trromas. Have you done anything about getting the insurance 
division into three or four offices rather than the 65 or 70 or 80, where 
the files are found, in the different offices, so that when we write to 
one office you write us back and tell us to write the other office, and 
when we write to that office the files have been shifted around for 
maybe 3 or4 months. Have you worked on that? 

Mr. Hays. I think I can show very good results. 

Mr. Tuomas. How long have you been working on that job? We 
have been after General Gray; this committee has, and the Bureau of 
the Budget has been working on that for 2 years. How long have you 
been working on it? 

Mr. Hays. I have only been here a short time. That is a continuous 
project, and the files are being brought together 

Mr. Tuomas. How much of the time of the 169 people is spent on 
that? That is about the most important thing for the Veterans’ 
Administration. 

Mr. Hays. I have indicated on the chart, Mr. Chairman, the number 
of man-years and how broken down, the type of personnel used, and 
those devoting their full time to the different projects, including the 
types of projects such as you mentioned. That is only one of them. 

Another recent example of coordination activity has been that with 
reference to a study of the problem of storage of X-ray films, which 
are piling up in the Department of Defense to a considerable extent, 
and there are going to be many, many more of them as the Armed 
Forces are expanded. 
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Mr. Tuomas. The General Services Administration wanted a lot 
of money, and the National Archives are in that business too. 

Mr. Hays. Yes. 

General Gray. If I may break in, Mr. Chairman, there are some 
20 or 30 million films—I started to say 5 million. The question comes 
up as to whether or not these service films ought to be retained, or how 
long they ought to be retained, and we are just agreeing to take over 
some 20 million medical films, mostly of the chest; in connection with 

records to which Mr. Hays has referred is the question of whether or 
not these films can be microfilmed and made justifiably proper proof ; 
also the question of whether or not the tuberculosis or chest troubles, 
that is, whether or not the evidence, over a period of time, is such as 
an be used in the settlement of claims. That is one of the problems 
he is working on right now. 

Mr. Tuomas. I would think a doctor would be better qualified to 
pass on that. 

Mr. Hays. They would be. 

Mr. Tuomas. If a claimant goes into court, these gentlemen could 
not qualify as medical experts, or expert witnesses on microfilms. 

Mr. Hays. Mr. Chairman, we do not attempt to pass judgment on 
technical or professional matters. The sole purpose of our Service is 
to get opinions from qualified individuals, to coordinate the records, 
and to make recommendations to the Administrator as to the best 
course of action to take. 

I have not mentioned the correspondence which we develop and 
prepare for the Administrator’s and Deputy Administrator’s signa- 
ture. For the period of last year we developed over 1,600 letters, each 
of which required an answer involving the activities of 2 or more 
of the operating services. Over 450 of these were congressional let- 
ters. 

Mr. Tomas. You do not intend to leave the impression you ac- 
tually answer the correspondence, do you ? 

Mr. Hays. That type of correspondence; yes. There is a great 
deal of correspondence received from Members of Congress and serv- 
ice organizations and interested public pone, which required the 
action of more than one of the several Veterans’ Administration of- 
fices. 


FOREIGN RELATIONS SERVICE 


Mr. Tuomas. What about your foreign relations service, where 
you have some 16 employees? What are » the 16 employees doing in 
the District of Columbia with foreign service ? 

Mr. Corsrrr. We have the responsibility of supervising a large re- 
gional office in Manila, the Canal Zone office, and the offices in Europe 
and Mexico, which are supervised through the Department of State. 

Mr. Tuomas. How many of these offices are there in Europe and 
Mexico? 

Mr. Corstrr. How many offices? 

Mr. Tuomas. Yes; how many offices? 

Mr. Corsirr. We have offices in London, Paris, Geneva, Rome, and 
Mexico City—and one in the Canal Zone. 

Mr. THomas. How many is that; six? 
Mr. Corsirr. Six. 
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Mr. Tuomas. Does that include the one in the Philippines? 

Mr. Corsirr. No; that is an additional office. 

Mr. Tuomas. That would be six. You mentioned the one in the 
Canal Zone? 

Mr. Corsrrr. Yes. 

Mr. THomas. Do you have seven ? 

Mr. Corsrrr. Yes. 

Mr. Tuomas. Of course, the offices in Europe, and the administra- 
tive people in the European offices are carried on the State Depart- 
ment payroll. Do you reimburse them ? 

Mr. Corsirr. No; we do not reimburse them. Their salaries and 
expenses are paid from the appropriation for the Department of State. 

Mr. Tuomas. With the seven officers there why do you need 16 
employees in the District of Columbia ? 

Mr. Corsrrr. We have estimated our requirements on the basis 
of the work we handle. For example, we have an average of about 
45,000 pieces of mail monthly. We do not take action on much of 
that—— 

Mr. THomas. You have got 5 people out of the 16 above the grade 
of 10. They are not writing any letters, are they ? 

Mr. Corsirr. Yes. 

Mr. Tuomas. That is a waste of manpower. You had better get 
some more stenographers. 

Mr. Corsrrr. They are not writing the letters physically. 


INSPECTION AND INVESTIGATION SERVICE 


Mr. Tuomas. In your inspection and investigation service there are 
60 people, a vast majority of them above grade 10, about 45 out of 
60. Are all of these people located in the District of Columbia, or 
do you just pay them? 

General Gray. We pay them. 

Mr. Moore. They are located here—this is inspection and investi- 
gation. 


CONTACT SERVICES 


Mr. Tuomas. Under contact services you have a total of 3,238. 
Is this your revised figure for 1952? By the way, when was the bud- 
get prepared? Wasit in August or September of last year ? 

Mr. Moore. It was prepared in September, revised in December. 

Mr. Tuomas. Has it been revised and brought up to date ? 

General Gray. In every respect, except the one in which you are 
right now inquiring contact. 

Mr. Tuomas. You have 3,238 contact people? 

Mr. Bronson. No. That is administrative services only. 

Mr. Tuomas. How many contact people do you have in the Washing- 
ton office ? 


Mr. Bronson. We have 65. 


PLANNING AND FIELD SUPERVISION SERVICE 


Mr. Tuomas. For planning and field supervision service you have 
57? 
Mr. Bronson. Yes. 
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ADMINISTRATIVE SERVICE 


Mr. Tuomas. For administrative service there are 908 in the Dis- 
trict of Columbia. All of those people are for administrative service ? 

Mr. Bronson. Yes; 846 are employed in the District of Columbia 
while 62 are located in teletype net control stations outside Washing- 
ton. The administrative service is engaged in the receipt, routing 
and distribution of incoming mail; collection and dispatch of out- 
going mail; maintenance of master index files for identification of 
veterans’ mail and performance of necessary indexing and processing 
actions; services in connection with official travel of employees, in- 
cluding issuance of travel orders; operation of the punch-card tabula- 
ing-machine program in central office; control and operation of tele- 
phone, telegraph, and other communications activities. 


PUBLICATIONS SERVICE 


Mr. Tuomas. Publications service, 445. Under this is your print- 
ing and binding, at the Government Printing Office ¢ 

Mr. Bronson. Yes; and for all other forms. 

Mr. THomas. What do these 445 people do here? 

Mr. Bronson. They man the three forms depots, Mr. Chairman, one 
in Washington, one in St. Louis, and one at Oakland. The stocks 
of forms are reproduced and distributed to all the Veterans’ Admin- 
istration offices. ‘They do much of the reproduction work that we need 
for smaller quantities of forms, 

Mr. Tuomas. You have two offices outside the District of Columbia ? 

Mr. Bronson. Yes. 

Mr. Tuomas. How many people do you have in each one of those 
two offices ? 

Mr. Bronson. In Oakland at the present time, 27; in St. Louis, at 
the present time, we have 47. 

{ Tromas. What do these 445 people do there; they prepare the 
forms? 

Mr. Bronson. They do. They prepare the final copy of all forms 
ordered from the Government Printing Office and also reproduce a 
limited quantity of forms, reproduce all of the directives of the Vet- 
erans’ Administrator, and prepare the physical packages for shipping. 


CONTACT EMPLOYEES IN FIELD 


Mr. Tuomas. How many contact employees do you have in the 
field? You have got 65 in the District of Columbia. What is the 
total in the field ? 

Mr. Bronson. At the present time, 2,945. 

Mr. Tuomas. You have 2,945. In how many different locations, 
and what is the number at the locations ? 

General Gray. Mr. Chairman, may I interrupt to say that I have 
available to you a chart which shows the exact thing that you are get- 
ting in a much better shape. 

Mr. Tuomas. Maybe he has the figures before him? 

General Gray. Yes; he has the figures, but I just wanted you to 
know that I do have a chart with just t that same information. 

Mr. Tuomas. You have about 494 field stations? 
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Mr. Bronson. Yes; 494 VA offices with contact employees at 673 
locations. 

Mr. Tuomas. Employees? 

Mr. Bronson. There are 673 locations at which there are contact 
employees. ; 

Mr. Tuomas. That is more than the 494 installations ? 

Mr. Bronson. Yes; we have contact employees at all hospital and 
regional offices. 

Mr. Tuomas. What is the total number. Is that the total number 
of employees ? 

Mr. Bronson. No; that is the number of locations. 

Mr. Tnomas. The total number of locations is 673 ? 

Mr. Bronson. Yes. 

Mr. Tiiomas. What is the total number of employees ? 

Mr. Bronson. There are 2,945 in the field. 

Mr. Anprews. And 494 contact offices ¢ 

Mr. Bronson. Yes. 

General Gray. We have the organization broken down into district 
offices for insurance and death claims, regional offices, hospitals, and 
VA offices. 

RECORD SERVICES 


Mr. Tuoomas. What about the records service where there are 1,799? 

Mr. Bronson. Mr. Chairman, may I correct the record ¢ 

Mr. Tuomas. Certainly. 

Mr. Bronson. We have been talking about 494 VA offices. That 
should be 456. I was looking at the figure for a year ago. 

Mr. Tuomas. Four hundred and fifty-six? 

Mr. Bronson. Four hundred and fifty-six VA offices on February 
28, 1951. 

Mr. Tuomas. There are two or three figures in the justifications; 
you are closing some of them? That is a rather fluid figure within 
the limit of 10 or'12 items. 

What about the records service, 1,799 ? 

Mr. Bronson. The Records Service verifies records to the several 
departments, maintains all the records for insurance accounts at the 
central office in Washington, and also all of the claims files that are 
on record in Washington ¢ 

Mr. Ttomas. How many records offices do you have outside of 
Washington. 

Mr Bronson. One—a records center at Philadelphia. 

Mr. Tuomas. At Philadelphia, Pa.? 

Mr. Bronson. Yes. That personnel is included in this figure. 

Mr. Tuomas. Of 1,799? 

Mr. Bronson. Yes. 

Mr. Tuomas. Which ought to be really in the District of Columbia ? 

Mr. Bronson. The people there take in part of the records and use 
the same form of distribution, and are a part of the Records Service. 

Mr. Tuomas. How many, physically, are in the District of Colum- 
bia and how many are in the records center at Philadelphia? 

Mr. Bronson. The Records Service personnel is approximately 
400—that would be about 1,400 here. 

Mr. Tuomas. Here? 
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Mr. Bronson. In the District of Columbia. 
Mr. Tuomas. About 1,400, and about 400 in the records center ¢ 
Mr. Bronson. Yes. 


RECORDS MANAGEMENT SERVICE 


Mr. Tuomas. What is your records management service doing with 
21 employees at a cost of $97,877 ¢ 

Mr. Bronson. They are engaged in planning for the maintenance, 
preservation, retirement, and disposal of Veterans’ Administration 
records, and perform no service operations themselves. They pass 
upon requests for the procurement of filing equipment so as to insure 
economical use of such equipment. They have conducted inventories 
of all records of the Veterans’ Administration, and have planned for 
the actual storage of the records suitable for retirement. In general, 
they attempt to curtail the creation of records so that we will not be 
faced in 5 or 10 years with the same problem that we had before. Their 
work has saved the agency many hundreds of thousands of dollars 
over the past years. 


CONTACT-ADMINISTRATIVE SERVICES COST 


Mr. Tuomas. For contact-administrative services of 3,238, the total 
cost is $9,667,816 ? 

Mr. Bronson. Yes. In connection with the observation you made 
earlier, I might say that the individuals above grade 10 in contact and 
administrative services are only 2 percent, I am sorry to say. 


FINANCE SERVICE 


Mr. Tuomas. In Finance Service, 1,020 for the District of Columbia, 
at a cost of $3,598,587 for 1952. 
General Gray. Mr. Kelsey will handle that. 


OFFICE OF ASSISTANT ADMINISTRATOR 


Mr. Tuomas. Mr. Kelsey, in your office, you have 12 at a cost of 
$58,664 ? 
Mr. Kexsey. Yes. 


PAYEES ACCOUNTS SERVICE 


Mr. Tuomas. For the payees accounts service, 590, at a cost of 
$1,940,065. What do those people do? 

Mr. Kesey. Those people in the payees accounts service, Mr. Chair- 
man, handle the payment of pensions and compensations of various 
types which are made in Washington for veterans and dependents 
covering primarily service before World WarI. Payments of salaries, 
all travel vouchers, all miscellaneous payments of all kinds, which 
involve the central office operation. 


FIELD OFFICE EMPLOYEES 


Mr. THomas. How many people are in the field office of the Fi- 
nance Section ? 

Mr. Krusry. In the field, we have approximately 6,225 on duty at 
the present. time. 
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Mr. Tuomas. 6,225? 

Mr. Keusry. On duty as of January 31. 

Mr. Tuomas. That is in the field? 

Mr. Ketsry. Those people in the field, Mr. Chairman, have a very 
heavy additional duty at the present time which we do not have 
in the central office, that is, in connection with the payments of tui- 
tion and subsistence allowance for men in training under the voca- 
tional-rehabilitation program. 

Mr. Tuomas. Of course that program is drastically off for 1952? 

Mr. Kersey. Our program there shows a comparative reduction. 

Mr. THomas. How many people did you have for 1951 in the field ? 

Mr. Ketsry. 6,446. . 

Mr. Tuomas. For 1951? 

Mr. Ketsry. Yes. 

Mr. THomas. How many are you asking for 1952? 

Mr. Keusry. 5,558—I would have to correct that; it should include 
32 for the Manila office, which makes 5,590. 

Mr. THomas. How many did you have in the Washington office for 
1951¢ ‘That is on the chart, but if you have that available you might 
give it to me. 

Mr. Kesey. For 1951 in Washington we had 1,027. 

Mr. THomas. 1,027? 

Mr. Kensry. Yes. 

Mr. Tuomas. That is a reduction of seven in the District of Colum- 
bia? 

Mr. Kersey. Reduced to 967. 

Mr. Tuomas. No. You have on your chart 1,020 for 1952. 

Mr. Kesey. As I understand, Mr. Chairman, that chart indicates 
the on-duty 

Mr. Moore. The total positions. 

Mr. Kevsrey. The total positions. As a matter of fact, the budget 
request shows an average of 967 for 1952 fiscal year, which will be 
a reduction of 60. 

Mr. Moore. 60, yes. 





FINANCE MANAGEMENT SERVICE 


Mr. Tuomas. For your finance management service you show 116, 
about 50 percent of them above grade 10. What does that group of 
116 do? 

Mr. Kersey. The great majority of that group, Mr. Chairman, per- 
forms our audit and surveys of all of the Veterans’ Administration 
field offices, of which there are a total of 13 district offices and 70 re- 
gional offices and all the hospitals. We are trying to maintain, as 
scheduled, our annual audits of accounts and surveys of the perform- 
ances of the offices. 


CONTROL ACCOUNTS SERVICE 


Mr. Tuomas. What is this 302 for under the control accounts service ? 
Mr. Kersey. Those people, Mr. Chairman, handle the budget ac- 
counts for the central office operation and the accounts for various 
purposes such as the figures which you have before you today, which 
are supplied to Mr. Moore’s office by a recapitulation of expenditures 
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and obligations of all the field stations, by performance and objective 
classification and for the various purposes needed for management 
and budget and accounting. 


PERSONNEL SERVICE 


Mr. Tuomas. The next item is “Personnel service,” 331, at a cost of 
$1,445,028 for 1952. 

I notice you have an annual turn-over of about 31 percent. Is that 
the estimated annual turn-over ? 

Mr. Sweer. That is the turn-over during this past year, you mean, 
Mr. Chairman. The average is 2.5 per month. 

Mr. Tuomas. That makes 31 percent per annum ? 

Mr. Sweer. Yes; approximately. 

Mr. Tuomas. Do you anticipate that same rate of turn-over? Was 
that the last 6 months of the calendar year 1950, or do you anticipate 
there will be no change in that figure / 

Mr. Sweer. That is right. 

Mr. Tuomas. For 1952? 

Mr. Sweer. There may be a slight increase. 

Mr. Puriures. Was that the over-all figure or just Washington ? 

Mr. Sweer. That is the over-all figure. 

Mr. Tuomas. That is the over-all figure rather than the District of 
Columbia. Is there any difference between the figure in the District 
of Columbia with reference to changes of jobs 4 

Mr. Sweer. It is spotty. There are some sections in the country 
where we do not have as much as we have in Washington. In the 
District of Columbia I think it is higher than it has been in the past 
few years. 

Mr. THomas. How many people do you have in the field now ? 

Mr. Sweer. Under 1400 program we have 430. 

Mr. THomas. What is your total employment in the field? I notice 
in some instances your limit at the institution is 115 per 1 employee, 
and other places you run as much as 127. 

Mr. Sweer. That is true. The ratio varies, depending upon the 
size of the station. At larger stations the ratio goes higher. 


PERSONNEL EMPLOYMENT OUTSIDE WASHINGTON 


Mr. THomas. What is the total employment outside the District of 
Columbia ? 

Mr. Sweet. In personnel, 448. 

Mr. Tuomas. Is that the total, 448? What was it for 1951 and what 
do you contemplate for 1952? 

Mr. Sweer. In 1951 we had 473. In 1950 we had 610. 

Mr. THomas. And what was the figure for 1952? 

Mr. Sweet. 430. 


PERSONNEL EMPLOYMENT IN WASHINGTON 


Mr. THomas. Now, for this 331 in the District of Columbia you will 
actually have 144? 

Mr. Sweer. That is right. 

Mr. Tuomas. You are actually charging to the District of Columbia 
proper ¢ 
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Mr. Sweer. To the 13,000 approximately employed in our central 
office. 

Mr. THomas. You are going to have about 185 to supervise the 
field ; is that correct ¢ 

Mr. Sweet. Some of them are used for that purpose, Mr. Chairman. 

Mr. THomas, That is the way it is broken down. 

Mr. Sweet. Maybe I can clarify that. We have a large number of 
positions that are called centralized positions that must be processed 
in the central office. 

Mr. Tuomas. 144? 

Mr. Sweet. No. The 144, Mr. Chairman, are for the 13,000 jobs in 
our departmental service. The difference in the figure last referred to, 
185, has to do with the staff side of our work which includes setting 
standards for the personnel program, determining certain operating 

»rocedures, supervising field operations, classifying all field jobs, and 
for certain other functions such as placement matters for the Depart- 
ment of Medicine and Surgery. 

Mr. THomas. It still adds up to your having about 185 in the Dis- 
trict of Columbia, beyond the 450, plus those who work for the medical 
department ¢ 

Mr. Puiturms. Are those civil-service employees ? 

Mr. Sweer. We are running the examination program, to a very 
large extent, Mr. Phillips. 

Mr. Tuomas. We are paying the Civil Service Commission to pro- 
vide replacements, are we not / 

Mr. Puittirs. Why does not the Civil Service Commission try to 
provide youa roll? There seems to be a duplication of work here that 
the other agencies are doing. 


VA EXAMINING BOARD 


Mr. Sweet. I think I can tell you, Mr. Phillips, that in the great 
majority of positions in the Veterans’ Administration, particularly the 
higher grades, the technical positions, we draft the standards and we 
get the Civil Service Commission’s approval, but we actually draft the 
requirements for the job, the qualification standards for the job. 

Mr. Tuomas. How many people do you have in the survey board, 
over-all? You have some survey board, do you not, which does the 
examining for you ? 

Mr. Sweet. Yes, we have an examination section which devotes all 
its time to this. 

Mr. Tuomas. How many of this 144 in the District of Columbia are 
on the examining board? You pay them; you say Civil Service does 
not pay them ¢ 

Mr. Sweer. These are in the group of 185 to which I have referred. 

Mr. Anprews. Are they Civil Service employees ? 

Mr. Sweer. No. 

Mr. TrHomas. Where are they employed ¢ 

Mr. Sweer. Actually in the examining section, Mr. Chairman, I 
would say we had about 10. 

Mr. Anprew. You write out the specifications for the employees ? 

Mr. Sweer. Yes, that is specifications for experience that com- 
petitors must meet. 
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Mr. Anprews. For the examination ? 

Mr. Sweer. Yes. 

Mr. ANprews. And youemploy them ? 

Mr. Sweet. Yes. 

Mr. Anprews. What does the Civil Service Commission do in con- 
nection with getting your employees ¢ 

Mr. Sweet. They pass upon the standards we write for certain posi- 
tions. After the standards are approved we hold the examinations 
under the Commission’s rules. Selections are made from registers we 
maintain. It is pointed out that the Civil Service Commission holds 
examinations for positions common to all agencies. 

Mr. AnpbrEws. When you get down to dismissing an incompetent 
employee what happens ? 

(Off record discussion. ) 


RECRUITMENT AND REPLACEMENT SERVICE 


Mr. THomas. What about this section here, recruitment and re- 
placement service, 77 employees. Are those 77 charged to the 144/ 

Mr. Sweer. No, I think you are referring to the Recruitment and 
Placement Staff Service of Central Office, which is responsible for such 
matters as over-all supervision of employment operations in all field 
stations, the development of qualification standards, centralized key 
positions, writing agency procedures, general trouble shooting, reduc- 
tion in force, and representing field stations on appeal cases before 
the Commission. 

Mr. Tuomas. There is bound to be a large number to have 77 people. 


CLASSIFICATION SERVICE 


What about the classification service, 66 people? 

Mr. Sweet. These people are engaged in classifying all positions 
subject to the Classification Act and handling wage matters for posi- 
tions not covered by the act. In addition they administer the Per- 
formance Rating Act of 1950. 

Mr. Tuomas. Then the effort of these 66 is to get the Civil Service 
Commission’s final approval ? 

Mr. Sweer. No, sir. We take final action, as required by law, tak- 
ing into account published standards and regulations of the Com- 
mission. However, the Commission has authority, as you know, to 
step in and allocate, upgrade or downgrade, whatever they think 
proper. 

Mr. Tuomas. How many jobs did this group of 66 handle in 1951? 

Mr. Sweer. They handled all VA jobs, except physicians, dentists, 
and nurses in the Department of Medicine and Surgery. 

Mr. Tuomas. You had this same job for 1950, that were classifying 
them. What are they doing for 1951, and what are they going to do 
for 1952? 

Mr. Sweer. I can tell you that in a moment, Mr. Chairman. 

Mr. Tuomas. The job is the same, but the amount is not. Once the 
job is classified why do you need to continue this work / 

Mr. Sweer. The duties of positions change constantly. And I 
might say, that by reason of the load of work put on this particular 
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service that we have had an average of 8 to 10 persons working over- 
time to keep up with the workload. 

Mr. Tuomas. If the job is the same I do not see why it has to be 
written up every time there is a change. You do not have very much 
turn-over in positions above eight, those classified above eight ? 

Mr. Sweer. In Washington we have had quite a little turn-over in 
the last 6 months. 

General Gray. May I say something off the record ? 

Mr. Tuomas. Certainly. 

(Off-record discussion. ) 


UTILITY, SUPPLY, AND REAL-ESTATE OPERATIONS 


Mr. TuHomas. What about the utility, supply, and real estate oper- 
ations? Two hundred and ten for the District of Columbia at a cost 
of $700,256. The chart here for real estate and supply and has 427. 
Is there any duplication here? 

Mr. Dryven. No. 

Mr. Tuomas. You have for construction and supply—749 over in the 
District of Columbia? This is page 749 under supply and construc- 
tion—it is the last page, page 17. 

Now, under utility, supply, and real estate, there are 210, and under 
real estate and supply you have 427 on the chart. I have forgotten 
what chart that is. That is a part of the 749 under construction and 
supply. The total is 749, but the subdivision of that, supply service, 
was 427, which is about 56 percent of your total of 749 under con- 
struction. Then in addition you have 210 in the District of Columbia 
for utility, supply, and real estate operation ? 

Mr. Drypen. Our budget provides for 168 average employment for 
the fiscal year 1952. 

Mr. Tuomas. For what? 

Mr. Dryven. For the program 1601, which is departmental utility ; 
1602, which is departmental supply, and 1603, which covers real estate 
activities. 

Mr. THomas. All in the District of Columbia ? 

Mr. Drypen. Allin the District of Columbia. 

Mr. THomas. To the tune of 210? 

Mr. Drypen. 168 average employment is included in the 1952 budget. 

Mr. THomas. The chart here shows 210? 

Mr. Drypen. That is right, but they are the organizational charts 
which show maximum positions and not average employment. 


MOTOR TRANSPORT SECTION 


Mr. Tuomas. That is broken down, central office, utilty operation, 
77? 

Mr. Drypen. That is right. 

Mr. THomas. What do the 77 do? 

Mr. Drypen. The budget request is for 67 average employment. 

Mr. Tuomas. For what? 

Mr. Drypven. That group of people operate the motor transport 
section in the District of Columbia; they provide the liaison between 
the Public Buildings Service and the Veterans’ Administration and 
laborers for over all moves. 
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Mr. Tuomas. How many motor vehicles are there in the District 
of Columbia ? 

Mr. Dryven. We are operating 25; and then we have a labor force 
of 24 people to assist in many minor moves that are made throughout 
the District of Columbia, laborers for mail trucks, etc. The total is 67. 

Mr. THomas. Where does the Public Buildings Administration 
come in ? 

Mr. Drypen. The Public Buildings Administration do not operate 
the motor transport; that is operated by the Veterans’ Administration. 

Mr. Tuomas. This 77 does not include the driver for this number 
of 25 motor vehicles in the District of Columbia ? 

Mr. Drypen. It includes chauffeurs plus mechanics, and laborers 
on mail trucks, a total of 38 for the motor transportation function. 

Mr. Tuomas. Out of the 77 ? 

Mr. Drypven. Yes; 67 average employment actually is what we are 
requesting. 

Mr. Putuiies. Could we not get an explanation of why this great 
difference between the 210 and 167? 

Mr. Tuomas. One is based upon jobs, and the other section is based 
upon the average number 

Mr. Puituirs. That is correct, but most of the agencies have a 
difference of 10 percent. 

Mr. Tuomas. Yes. 

Mr. Dryven. We have gradually cut down and are cutting down 
the program, and they will vary. 

Mr. Tuomas. You have 38 chauffeurs and mechanics to take care 
of 25 automobiles ? 

Mr. Drypen. It includes the help on the mail trucks. We have to 
haul mail to and from the post office for all Veterans’ Administration 
offices. 

Mr. Tuomas. What do the remainder of the 77 do? That is 38. 

Mr. Drypven. It is 67, the remainder of the 67-—— 

Mr. Tuomas. If you want me to call it 67 instead of 77 you had 
better correct it on my chart. 

Mr. Drypen. We have 24 people in the labor pool that assist in 
interoflice moves in the District of Columbia; and five people in the 
superintendent's office: which, as I indicated, handles all the work 
orders and schedules the moves and maintains liaison with the Public 
Buildings Service. 





CENTRAL OFFICE SUPPLY OPERATIONS 


Mr. THomas. What do the 100 people do in the Central Office supply 
operation, at a total cost of $311,095 ? 

Mr. Drypen. There are included in the budget this year under 
program 1602, 82 average employment. This group acquires, stores, 
and issues all of the supplies for approximately 14,000 employees of 
the Veterans’ Administration in the District of Columbia. 

Mr. THomas. How many different installations do you have to cover 
with the services of these 100 employees / 

Mr. Dryven. There are five separate major offices scattered from 
Alexandria to northeast, southwest, northwest, and central Wash- 
ington. 
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Mr. Tomas. Do these people do the purchasing too? 

Mr. Drypen. They do procurement storage, issue, and distribution. 
Certain items are purchased through the Federal Supply Service. 
They procure and issue supplies and equipment, and maintain the 
central stockrooms, in the central supply operation. 

Mr. Tuomas. What part of them operate the supply room, the stock, 
and so forth ? 

Mr. Drypen. There are 32 in that group that are in the storage and 
distribution operation. 

Mr. Anprews. Off the record. 


( Discussion off the record. ) 
SURCHARGE REDUCTION IN 1952 


Mr. Tuomas. I notice in your justification that there was a transfer 
of $187,000 to the General Services Administration for that old sur- 
charge that is not to be in effect in 1952, but which was in 1951. I 
cannot find anything on those charts showing where that $187,000 was. 

Mr. Baker. We do not get charged with it any more. 

Mr. Tuomas. Then that ought to be reflected as a reduction in your 
budget for 1952. 

Mr. Baker. Yes, sir. 

Mr. Tuomas. Can you put your finger on any of your tables where 
shows the reduction of that $187,000 ¢ 

Mr. Baker. It would appear scattered through all of the program 
items, in the difference in price between 1951 and 1952. 

Mr. Tromas. How much does it reflect in supplies and materials? 
That is where it ought to be. 

Mr. Baker. It would be in the over-all figure. 

Mr. Tuomas. What is that figure for 1951 and 1952? 

Mr. Baxer. In all of these items that were purchased through 
General Services. 

Mr. Tuomas. No, but you are talking about $187,000 in the way of 
an over-all 10 percent. 

Mr. Baker. That is right; the total requirements for supplies other 
than provisions in 1951 was $49,721,000, and it is estimated at 
$53,854,600. for 1952, and that increase, of course, is for supplies for 
new hospitals coming into operation. 

Mr. Tuomas. I still never was able to put my finger on that 
$187,000. 

Mr. Baker. That is right, and if we had that in there it would have 
been $187,000 more than it is now, Mr. Chairman. 

Mr. Tuomas. Colonel, tell us what these 100 people do right quickly 
how. 

Mr. Drypen. There are 4 people in the Supply Officer’s office, 10 
persons in the Property Management Section, 12 persons in the Pro- 
curement Section, 32 in the Warehouse Section, and then 24 in mis- 
cellaneous that repair and maintain office equipment and furniture, 
and so forth. 

Mr. THomas. What is the total amount of purchases you made in 
1951 with this group here ? 

Mr. Drypen. I will submit it for the record. 

(The matter referred to is as follows :) 


—s 
= 


Procurement totaled approximately $5,300,000 for services, supplies, and 
equipment in fiscal year 1950, and we expect that purchases for 1951 will be 
in about the same amount. 
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REAL ESTATE SERVICES 


Mr. Tuomas. For your real-estate service you want 33 employees 
at a cost of $186,000. I notice exactly 50 percent of them are above 
grade 10. What do they do? 

Mr. Moore. The budget request for this year has been reduced to 
an average employment of 19. 

Mr. Drypen. Yes; to an average of 19. 

Mr. Tuomas. That is quite a reduction from what the chart says 
here—33. 

Mr. Drypen. It was 46 average employment in fiscal year 1950, and 
then reduced to 30 in fiscal year 1951, and it is now reduced to an 
average employment of 19 for 1952. 

Mr. THomas. You have it on your chart here 33 at a cost of $186,830 
for the real-estate service for 1952. What is that revised figure now ? 

Mr. Dryven. The correct figure is $108,190 for 19 average employ- 
ment. 

Mr. Tuomas. So this figure ought to be 19, and this one ought to be 
$108,000 2 

Mr. Drypven. That is right; yes, sir. 

Mr. Baker. That is the net cost. 

Mr. Tuomas. What do you mean by the net cost ? 

Mr. Baxer. That is after accounting for vacancies and unfilled 
positions. 

Mr. Tuomas. What is this total number here for 1952? You will 
have to correct your totals?) You have it on the chart as 210. Tell 
us what it is. 

Mr. Baker. Going back to the number 210, we show 42 lapses, and 
we are asking for the money for 168 on an average basis. 

Mr. Anprews. Then it will be 168 instead of 210? 

Mr. Baker. Yes, sir; 210 positions with 42 vacancies. 


CURRENT EMPLOYMENT IN VA 


Mr. Tuomas. How many vacancies do you have throughout the 
District of Columbia where you are requesting about 14,117 for 1952? 
How many vacancies do you have as of some recent date, say, March 1 ? 

Mr. Baker. We estimate about 1,201 vacancies for next year. 

Mr. Tromas. What is the number of unfilled jobs, or do you have 
it, as of the 1st of January, the 1st of February, or the Ist of March? 

Mr. Moore. No, sir. 

General Gray. I gave you the figure of 14,117 as the number actu- 
ally working the day before yesterday. 

Mr. Anprews. That is, on March 17? 

General Gray. Yes, sir. 

Mr. Anprews. Were these all working ? 

General Gray. Yes, sir. 

Mr. Anprews. He gave us the figure of 12,989 as the estimate for 
1952. 


CLAIMS SERVICE 


Mr. Tuomas. What about your claims service where you have an 
estimate of 1,037 employees for 1952 at a total cost of $4,592,901, 
divided as follows: 

Veterans’ claims service, 286, dependents and beneficiaries claims 
service, 590 employees, Central Committee on Waivers and Forfeit- 
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ures, 21 employees, and claims statistics service, 136 employees. What 
do these 136 people do in claims statistics service ¢ 

General Gray. Mr. Howard. 

Mr. Howarp. They maintain all our statistical data and do all 
the coding and abstracting and also do all estimating of cost on pro- 
posed bills. 

Mr. Tuomas. On proposed bills? 

Mr. Howarp. Yes, sir. 

Mr. Tuomas. You have a big section over here that does that wd 
work on legislation. You have 67 employees over here in the Ad- 
ministrator’s office who are doing that. How many people do you 
have on that work? 

Mr. Howarp. We make all estimates, Mr. Chairman, on all direct 
benefits pertaining to pensions and compensation. 

Mr. Tuomas. Is not that figure of 136, Mr. Howard, about 50 per- 
cent larger than it ought to be? 

Mr. Howarp. About how much, Mr. Chairman ? 

Mr. Tuomas. About 50 percent. 

Mr. Howarp. Not when we have to do all of the coding, abstracting, 
and estimating, Mr. Chairman. Every time an award is changed 
we have to deflect it on what we call our abstract cards. 


CENTRAL COMMITTEE ON WAIVERS AND FORFEITURES 


Mr. Tuomas. What about your Central Committee on Waivers and 
Forfeitures ? 

Mr. Howarp. The Central Committee on Waivers and Forfeitures 
handles cases where a veteran submits false or fraudulent evidence 
in connection with his claim. They also consider all overpayments 
exceeding $500. 


DEPENDENTS AND BENEFICIARIES CLAIMS SERVICE 


Mr. THomas. What about your dependents and beneficiaries claims 
service ¢ 

Mr. Howarp. The dependents and _ beneficiaries claims service 
handles death pension and compensation and insurance, accrued 
awards and burial awards of all wars prior to July 16, 1903, and also 
all in-service deaths at the present time. 

Mr. Thomas. Well, now, the claims service, the insurance service, 
and the finance service activities are not all centered in the District 
of Columbia, are they ? 

Mr. Howarp. No, sir. 

Mr. Tuomas. They are centered partly in the field and partly in 
the District of Columbia ¢ 

Mr. Howarp. Yes, sir. 

Mr. Tuomas. And your jurisdiction of the three is broken down the 
same with reference to the field and the District of Columbia, is it 
not‘ You handle claims, and you handle insurance. You pay for 
just what types of benefits now, for what wars? 

Mr. Howarp. All disability compensation and pension claims of 
World War I and World War II veterans are handled in our 70 re- 
gional offices. The disability pension and compensation claims of the 
wars prior to July 16,1903, which includes the Spanish-American War, 
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and the Indian War, are handled in the central office, plus our 70,000 
VA employees cases and our foreign cases. 

Mr. Tuomas. Does that apply to claims for insurance? 

Mr. Howarp. No, sir; only disability claims. 

Mr. Tuomas. Now, does not the payment of insurance follow that 
same pattern? I am merely trying to consolidate these three points. 

Mr. Howarp. Insurance, death compensation, and pension for World 
War I and World War II veterans are handled in the 15 district 
offices. 

Mr. Tomas. Yes. 

Mr. Howarp. The in-service deaths and the death compensation, 
and pension claims prior to July 16, 1903, are handled in the central 
office, the same as the disability claims for wars prior to July 16, 1903. 

Mr. Tuomas. Now, are the activities of the claims service going to 
increase or decrease in 1952? 

Mr. Howarp. Mr. Chairman, we have not asked for an increase. 
We believe it is leveling off. However, we do not know what the 
result of the so-called Korean police action is going to be yet. 

Mr. Tuomas. But as far as your present workload is concerned, it 
is bound to fall off in 1952. Of course, nobody knows what new leg- 
islation will do. 

Mr. Howarp. Yes, sir. 

Mr. Tuomas. As far as the Korean activities are concerned, just 
what is the present status of the legislation ? 

General Gray. The extension to Public Law 16 is the only extension 
to the best of my knowledge and belief so far. The extension of the 
provisions of Public Law 16 is the one actual bill passed so far in that 
connection. 

Mr. Tuomas. That is for veterans who were actually injured ? 

General Gray. Yes, sir; that is right. 

Mr. Trromas. Now, the vocational benefits do not apply? 

General Gray. Not vet, sir. 

Mr. Tuomas. So it looks like your claims service ought to decrease 
in 1952 on the basis of present legislation; is not that correct ? 

General Gray. A small reduction. 


INCREASED ACTIVITIES DUE TO KOREAN SITUATION 


Mr. Howarp. That is hard to say at the present time, but I might 
mention, Mr. Chairman, that we have received something like 8,000 
notices of death in the Korean action, which has increased our work 
here in the central office. We have not felt the influx of the disability 
cases yet because most of the veterans are still retained in service. 

Mr. Trromas. According to the last count received here the total 
casualties are around 55,000 growing out of the Korean action alone. 

Mr. Howarp. That is the last figure. 

Mr. Tomas. You are going to get those cases? 

Mr. Howarp. Yes, sir; they are potential claims. 

Mr. Tromas. Those are actually casualties. So, they are covered 
under Public Law 16. 

Mr. Howarp. Yes, sir: that is right. 
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Mr. Tuomas. Offsetting that, what do you anticipate your normal 
workload will decrease ? 

Mr. Howarp. It will probably decrease in new claims, Mr. Chair- 
man, but it will increase on claims for reconsideration and reopened 
claims. 

Mr. Puuures. Are all of those 55,000 that you mentioned Americans? 

Mr. Tuomas. Those are our casualties. 

General Gray. That is right; yes, sir. 


BOARD OF VETERANS’ APPEALS 


Mr. Tuomas. For the Board of Veterans’ Appeals you have 386 
employees at a cost of $1,890,130. That is the Board of Veterans’ 
1 Appeals domiciled in the District of Columbia. In the office of the 
1 chairman you have nine employees at a cost of $47,680. You have 
Lb sections of the Board. How many sections of the Board do you have? 
ia Mr. JaARNAGIN. Twelve, sir. 
Mr. Tuomas. Twelve? 
Mr. JarnaGin. Yes, sir. 
Mr. THomas. You have 54 employees, 36 of them are in grade 14, 
1 in grade 13, and 17 in grade 5—a total of 54 at a cost of $401,425. 
Then you have in the Consultant Service 106 employees at a total 
cost of $683,000. Out of the 106 employees, about 100 of them are 
above grade 10. What does this Consultant Service do for your 
Board ¢ 
Mr. Jarnacin. It prepares tentative decisions and conducts re- 
search on various types of cases. 


APPEALS OPERATIONS BRANCH 


Mr. Tuomas. Here is your Appeals Operating Branch, where you 
have 217 employees at a cost of $758,025. Fifteen of them are above 
grade 10. What do they do? 

Mr. Jarnacin. There are 114 stenographers and hearing reporters 
in that group, 74 clerks, 8 grade 11 junior legal consultants on ro- 
tating detail, correspondence clerks, and the supervisors in the various 
units. 

Mr. Tuomas. Did you not add an additional Board last year ? 

General Gray. No; there was no Board added, except the Tuition 
Appeals Board. 

Mr .THomas. I meant another section, or whatever you call it. 

Mr. Jarnacin. No, sir; not in the last year, Mr. Chairman. 

Mr. THomas. Are you current in your work now? 

Mr. Jarnacrn. Reasonably so. We have about 5 weeks’. work on 
hand. 


APPEALS DISPOSED OF, 1950-52 


Mr. Tuomas. How many appeals did you dispose of in 1950, and 
what do you anticipate for 1951 and 1952? 
Mr. Jarnacin. We disposed of approximately 75,000 in the last 
u fiscal year, and it will level off to about that this year. 
Mr. THomas. What will it be in 1952? 
Mr. Jarnacin. We anticipate about a 10-percent increase. 
Mr. Tuomas. Why ? 
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Mr. Jarnacin. Because of the normal expectancy of the number of 
cases adjudicated and reviewed by agencies of original jurisdiction. 

Mr. Puruies. This long after a war?! 

Mr. Jarnacin. Yes, sir. 

Mr. Tuomas. You mean that your workload will increase rather 
than decrease as time goes on? 

Mr. Jarnacin. Yes, sir, up to a particular point. When that 
peak will be arrived at, I do not know. 

Mr. THomas. Has it been on the increase for the last 5 or 6 years? 

Mr. Jarnactn. Yes, sir; the increase hits us about 2 years later 
than it does the agencies of original jurisdiction. 

Mr. Puuuirs. I thought you said that you would have approxi- 
mately 75,000 for 1951. 

Mr. Jarnacrn. It has leveled off at about 75,000. 

Mr. Puinuirs. You had about 75,000 for 1950, and you expect the 
same number for 1951? 

Mr. JaArnaain. Yes, sir. The increase for 1952 will result from the 
increase in the size of the Armed Forces. 


OFFICE OF THE SOLICITOR 


Mr. Tuomas. For the Office of the Solicitor, you are requesting 134 
employees for 1952 in the District of Columbia at a cost of $714,658. 

That is broken down into “Legal service, guardianship,” 35; “Loan 
guaranty, legal service,” 20; and then “General legal service,” 36; and 
in the Office of the Solicitor, 43. I notice that the Office of the Solici- 
tor evidently does not have too many lawyers. It only has the first 
two above grade 10 out of 43. You have three at grade 9, and seven 
in grade 7. That is what your lawyers receive. 

Mr. Ovom. Those are the housekeeping services, Mr. Chairman, the 
legal library, publications, and everything of that nature. 

Mr. THomas. What do those 13 GS-4’s do? 

Mr. Opom. Those are library clerks, and other clerks in the house- 
keeping services. 

Mr. ‘THomas. How many lawyers are there in the Solicitor’s office : 
only two / 

Mr. Onom. No, sir; there are about 50 altogether in that breakdown. 

Mr. Tuomas. I am talking about the Office of the Solicitor. You 
have 43, and it looks like you have only two lawyers in that office. 

Mr. Opom. The rest of them are housekeeping employees. In other 
words, we take the clerical services and put them all in that one 
category. 

Mr. Puiuirs. How far do you go down in the salary list and still 
have lawyers ¢ 

Mr. Onom. This one at the right [indicating] is the entire set-up. 
The lawyers go down, sir, to as low as GS-9. 

Mr. Tomas. You only have three at grade 9. 

Mr. Opom. I believe there is one GS-7 there—no; that is not shown 
here. GS-9 are the lowest-grade lawyers. 

Mr. Tuomas. You have about 55 lawyers out of your 154 employees 
in the District of Columbia; is that right? 
Mr. Opom. It will be about 50-50, Mr. Chairman. 
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LAWYERS EMPLOYED IN FIELD 


Mr. Tuomas. How many do you have in the Legal Division in the 
field; what is the total in the field for 1951 and 1952? 

Mr. Opom. Just a moment. That breakdown is shown in the gen- 
eral justifications on page 85. For 1950, actually it was 1,683. That is 
the central office and the field. Did you ask for field only, Mr. 
Chairman ¢ 

Mr. Tuomas. Yes, please. 

Mr. Ovom. For the field only, for 1950, it was 1,570; estimated for 
1951, it is 1,633; and estimated for 1952, it is 1,715. Those are jobs, 
Mr. Chairman. 

Mr. THomas. 1,683 for 1951? 

Mr. Ovom. No; 1,633 for 1951. 

Mr. THomas. And you jump that to what for 1952? 

Mr. Opom. To 1,715, an increase of 82. Mr. Moore, do these include 
the Manila figures ? 

Mr. Moore. Yes. 

Mr. Ovom. The Manila figures are included in that, about 100. 


ANTICIPATED LEGAL WORKLOAD IN 1952 


Mr. Tuomas. What do you anticipate in 1952 in the way of work- 
load as compared to 1951 ¢ 

Mr. Ovom. We anticipate the same increase that we have had over 
the past few years. On page 90 there is a breakdown showing what 
that has been over the past 10 years in all categories. The work will 
increase very rapidly. During fiscal year 1950 we had 24,132 legal 
opinions. 

Mr. Tuomas. Your loan-guaranty work certainly is going to fall 
off in 1952. 

Mr. Opom. No, sir; it will increase very materially. 

Mr. Tuomas. I mean the foreclosures. 

Mr. Opom. That is because of property acquisitions, Mr. Chairman. 

Mr. Tuomas. The general gave us a statement here last year or the 
year before last in which he said that these loans were all as solid as 
the Rock of Gibraltar, and that foreclosure repayments were right on 
the button. 

General Gray. That was then, and we are talking about tomorrow. 

Mr. Tromas. We have a lot of inflation now as compared with 
what we had then. 

General Gray. But the world is not today as it was then. 

Mr. Tuomas. But property values have increased 15 or 20 percent 
over that period. 

Mr. Ovom. If we have only 1 percent transfer, that is a big legal job, 
because 1 percent of 2,300,000 cases runs into a lot of legal work. 


GUARDIANSHIP SERVICE 


Mr. Tuomas. What about your “Guardianship service”? That is 
a big section of your “General legal service.” 

Mr. Ovom. That is still increasing, Mr. Chairman. 

Again that rate is shown on page 90. They go up about 20,000 or 
30,000 additional cases a year net. Of course, there is a great turn- 
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over. There will be about 5,000 cases dropped each month and 6,000 
or 7,000 cases come in each month. We had 28,130 court appearances 
last year. 

Mr. Trromas. These cases all originate in the field, or what part of 
them are handled and disposed of in the field ? 

Mr. Opom. Practically all of them. 

Mr. THomas. Why would you need this big a staff in the District 
of Columbia? 

Mr. Ovom. They are supervisory personnel. In the “Guardianship 
service” it is entirely supervisory; in the “Legal service” generally it 
is legal advice, legal opinions or Administrator’s decisions and the 
more important legal matters of that. character, plus civil litigation 
which is becoming very important in these school cases now which in- 
volve millions of dollars, and also the great number of insurance cases 
now. Those are all handled in the central office. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. You really have not gotten started in that. That is 
the result of an investigation by a congressional committee that was 
started about 3 months ago; is it not? 

Mr. Ovom. No sir; we started this 2 years or more ago. 

Mr. Tuomas. You are going to get some more cases other than 
those which you started ; are you not? 

Mr. Ovom. Yes; a large percentage of our field investigation work 
over the past 2 years involved these school cases 

Mr. Tuomas (interposing) : Maybe you had better let Mr. Stirling 
tell us about that; would you rather ? 

Mr. Opvom. As you prefer, Mr. Chairman. 





INSURANCE 


Mr. Tuomas. What about Mr. Breining on this insurance here ? 
You are requesting 5,197 employees in the District of Columbia, at a 
total cost of $15,875,159. You have here for Disability Claims Insur- 
ance 240 employees, and for Insurance Accounts Service, 1414. You 
better divide the jurisdiction between the District of Columbia and 
the field offices. 


JURISDICTION, WASHINGTON AND FIELD 


Mr. Bretnina. The field generally handles all cases where premiums 
are paid direct; that is, by men who are usually out of service. 

In the District of Columbia we handle all in-service cases; that is, 
where a man pays a premium by allotment, and all foreign cases. 


DIVISION OF WORKLOAD, WASHINGTON AND FIELD 


Mr. THomas. What part of your total workload is divided between 
the District of Columbia and the field ? 

Mr. Bretninc. We have approximately six and thré¢e-quarter mil- 
lion policies outstanding at the present time, and about two and a 
half million are in-service accounts and are handled in the District 


of Columbia. 
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Mr. Tuomas. That is, about 30 to 32 percent of your workload is in 
the District of Columbia ? 


Mr. Brernine. Yes, sir. 


EMPLOYMENT, 1951-52 


Mr. Tuomas. What is your total employment in the District of 
Columbia and in the field for 1951 and 1952? 

Mr. Brernine. In 1951 it was estimated to be 5,138 man-years, and 
in 1952 it is 4,468 man-years, according to the budget. 

Mr. Tuomas. That is for the District of Columbia ? 

Mr. Brernine. Yes, sir. 

Mr. Tomas. Well, in terms of jobs that is 5,197 here, and in man- 
years you make it 5,138. 

What is that for the field for 1951 and 1952? 

Mr. Bretnine. For 1951 it is 10,572, and 9,387 for 1952. That is 
man-years. 

Mr. Tuomas. 9,300 and what for 1952? 

Mr. Brernine. 9,387. 

Mr. THomas. What is it for 1951 in the field ? 

Mr. Breinine. 10,572. 

Md. Tuomas. Is that jobs or man-years? 

Mr. Bretnrno. That is man-years, Mr. Chairman. 

Mr. Putuures. What is that 9,000? 

Mr. Bretnine. 9,387 is for 1952 for the field. 

Mr. Tuomas. What about your workload for 1952, generally, as 
compared with 1951? 

Mr. Bretninc. The actual workload in 1952, of course, on account 
of this Korean incident will be right much higher than was estimated 
in the budget, but in the budget for 1952 the workload is estimated to 
decrease in some items, and to increase in others. 


SPECIAL INSURANCE PROJECTS SERVICE 


Mr. Tuomas. What about this Special Insurance Projects Service 
for which you are requesting 766 employees, at a cost of $2,189,239? 
What is covered in that ? 

Mr. Brernine. That has to do with the payment of the special 
dividends. 

Mr. Pures. I thought that you paid all of them. 

Mr. Bretntinc. We have substantially paid the special dividends 
for the period from 1940 to 1948, with the exception of about 30,000 
applications we have now pending. Also there are several hundred 
thousand policies on which we have not got applications. As appli- 
cations or inquiries relating to the residual cases come in, they have to 
be handled, and I would like to point out that what we have left are 
generally the tough cases. 


HANDLING OF INSURANCE CLAIMS 


Mr. Tuomas. What part of that 20,000 or 30,000 is to be handled 
in the field, and what part here? 

Mr. Breryinc. Those will be handled in the central office as far as 
settlement is concerned, but we have to go to the field for the basic 
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data on a big portion of the policies where the special insurance 
dividend is involved. 

Mr. Tuomas. If you write to the central office about a claim, they 
finally get around to writing you about 3 weeks later and tell you 
that the file is in the field. 

Mr. Bretninc. We have had that difficulty, yes; sometimes on 
account of persons moving; also on account of having to call in cases 
to Washington because of special action necessary in connection with 
them. 

Mr. Tomas. When are we going to get practical about this in- 
surance instead of veterans having to be chased all over the lot 
about these insurance matters? This committee has been after you 
for 2 or 3 years to get you to centralize these operations. I cannot 
see any improvement, even though you did do something a couple of 
years ago. 

Mr. Bretnrne. I think there is a vast improvement, Mr. Chairman, 

Mr. Tuoomas. Well, about 50 percent of the cases that come to my 
attention come from my own backyard. So I will take a case up 
with this field office and finally get a letter saying that the files are 
in your central office, and having arrived home I send them over 
to the central office, just taking a “chance and hoping that I will hit 
one on the head. I will finally get an answer saying that the file is 
in the regional office. 

Mr. Brerntne. The dividend project is a big one especially as far 
as mail is concerned, when you are handling over 16,000,000 veterans 
who are involved in about 22,500,000 accounts. Even though it may 
seem that individually you get quite a few letters about these, per- 
centagewise it is very small in comparison with the over-all number 
involved. There is no organization that has ever had a project like 
this in size. 

Mr. Tuomas. The Social Security System over at Baltimore has its 
cards completely filed—and there are 44,000,000 or 50,000,000 of 
them—and you can walk in there and in less than a split second, you 
can shut your eyes and they will pick out the name and number, and in 
a split second they will give you any information you want. 

Mr. Bretninc. Yes, I have been over there and I have been all 
through it. I think we can do just as well on a random selection, but 
the cases that we get from the Members of Congress are the tough 
ones that we have to run down and usually procure additional in- 
formation on, but percentagewise there is a very, very small number of 
them. 

Mr. Tuomas. If you do not do something this year we are going to 
do it for you. Now, just make up your mind to that. We have begged 
with you, and now this committee is going to do something about it 
if you do not. 

Mr. Brerytna. Well, Mr. Chairman, if you are referring to centrali- 
zation, we have gone into that very thoroughly. We probably would 
be quite a distance along that road now if it were not for the present 
tight situation regarding space and personnel. That is the problem 
that presents the real obstacle. 

Mr. Tuomas. Yes, but you have had 2 years in which to cure that 
space and personnel problem. As T told the General the other day 
it is not going to get any better for the next 3 years, or maybe 5 years. 
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Mr. Bretnine. I think it will probably get considerably worse, con- 
sidering the present trend in the personnel situation. 

Mr. Tuomas. You have had ample time to cure this problem, but 
you have not done it. 

Mr. Bretnine. I cannot agree with that; I think there has been vast 
improvement. 

Mr. Tuomas. This committee is going to do a little judging for 
itself. 


SPECIAL PROJECT SERVICE EMPLOYMENT 


What is the basis for this 766 employes in the Special Insurance 
Dividend Division? How many are you going to have on in 1952, and 
are you going to pay another dividend ? 

Mr. Brerninc. We expect to— 

Mr. THomas (interposing). And how many employees did you have 
in this group working on your first dividend ? 

Mr. Brernrnc. I do not have them split up that way, because we are 
now getting into the second dividend project, and ‘that is what is now 
consuming ‘the big bulk of our employees’ time. We had 1,281 on the 
rolls in the Special Projects Service as of February 28, 1951. 

Mr. THomas. But your chart here shows 766. 

Mr. Brernine. Not on the rolls as of February 28, 1951. 

Mr. Tuomas. Maybe this chart was prepared several months earlier. 

Mr. Puss. What were the man-years for 1951? 

Mr. Bretnrne. 1,281 is the personnel on duty as of February 28, 
1951. : 

Mr. Tuomas. This chart shows 766 for 1952. 

Mr. Moore. That is right. 

Mr. Bretninc. That is jobs shown on the chart. I thought you 
asked me how many we had now on the rolls. That is 1,251. 

Mr. Tuomas. How long will this 766 for 1952 take care of the next 
dividend payment ? 

Mr. Brernine. It covers the period from 1948 to 1951 and brings 
the dividends up to date on a current basis. 


PAYMENTS OF WORLD WAR I POLICIES 


Mr. Puutuirs. Have you concluded all the World War I payments? 

Mr. Brerninc. No, sir; we are still paying dividends on World 
War I policies. We are paying about $16,000,000 this year in divi- 
dends. We have about 476,000 policies in force with approximately 
$2 billion worth of insurance coverage. 


UNDERWRITING SERVICE 


Mr. Trtomas. What about this Underwriting Service where you 
are requesting 1,773 employees? What are their activities ? 

Mr. Brernine. Their activities are to act on all insurance issues. 
renewals, changes, et cetera. We are getting, incidentally, about 10,000 
new applications a day now which have to be acted on, Which is about 
a thousand percent increase since June 1950. 

Mr. Thomas. Well, you certainly can expect the number of those 
inquiries to increase if ‘the armed services go up to 4,500,000. 
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General Gray. 3,500,000. 
Mr. Tuomas. I think that they will more or less revise that figure 
up to 4,000,000. 

General Gray. We started with 4,000,000 and went back to 3,500,000, 
Maybe we are going back to 4,000,000. 

Mr. Tuomas. How many do you have on the rolls in this section 
now ¢ 


EMPLOYMENT, UNDERWRITING SECTION 


Mr. Breinine. In the Underwriting Service in the central office we 
have 1,728. 

Mr. Tuomas. What are their activities as compared with the field ? 

Mr. Brernina. In the field for underwriting for 1952, the estimate 
is for 1,681. 

Mr. Tuomas. Does the field take in the cases of those who are in 
the service / 

Mr. Bretninc. No, sir; the field takes applications from persons 
who are not in the Armed Forces except if payment is by direct remit- 
tance. The central office handles those in the Armed Forces paid by 
allotment. 

General Gray. I think, Mr. Chairman, you will be clarified in your 
mind if you ask Mr. Breining the question of what he handles in those 
field offices, what he handles in the district offices and the central office. 

Mr. Brerninc. In the central office we handle all in-service appli- 
‘ations paid by allotment. 

Mr. Tomas. Yes. 

Mr. Breinine. And also all the foreign cases. 

In the field we handle all applications and other accounts in connec- 
tion with persons who are out of the service, or those who are in the 
service and pay by direct remittance. 


VOCATIONAL REHABILITATION AND EDUCATION 


Mr. Tuomas. For Vocational Rehabilitation and Education you 
want 277 jobs in the District at a cost of $1,435,222. 
I notice that 49 percent of the 277 are above grade 10. 


REGISTRATION AND RESEARCH SERVICE 


For Registration and Research Service you want 87 at a cost of 
$402,992. What is the Registration and Research Service, Mr. Stir- 
ling? 

Mr. Srrruwne. Mr. Chairman, the Registration and Research Sec- 
tion determines eligibility for education and training under title IT 
of Public Law 346 and performs many other important responsi- 
bilities. 


TRAINING FACILITIES SERVICE 


Mr. Tuomas. And you have 90 in the Training Facilities Service. 

Mr. Srirurne. Yes, sir; that is correct. Those two services really 
administer the education and training provisions under title I], and 
the other two here have to do with Public Law 16, 
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Mr. Tuomas. You have about 86 under Public Law 16, and about 
180 under Public Law 346, then? 

Mr. Stietine. Yes, sir. 

Mr. Tuomas. All in the District of Columbia ? 

Mr. Sririina. Yes, sir. 

Mr. Tuomas. Break it down in the field under those Public Laws 
at for 1950 and 1951. What do you have in the field ? 
ue Mr. Sriruinc. As of February 28 in the central office we had 266, 
His and in the field 9,331. We are asking for 277, but that comes down to 
250 for 1952. 

Mr. Tuomas. What part of the workload comes to the District of 
Columbia? You say you had 9,000 in the field as of February 28 ? 

Mr. Srirtmne. Yes, sir; and our estimate for 1952 is 250 for the 
central office, and for the field 6,644. 

Mr. Tuomas. That is quite a decrease. 

Mr. Sriruinc. Yes, sir; from approximately 10,000 which was our 
estimate for 1951. The central office is purely a central and planning 
organization. We have no operations in the central office. 






























NUMBER OF STUDENTS, 1951 AND 1952 


Mr. THomas. You have 277 employees doing that planning. How 
many students do you have in 1951 as compared with the number you 
expect in 1952 under Public Law 346 and Public Law 16? 
Mr. Srirtinc. Well, in 1951 under Public Law 346 our average w 
1,631,500. We are expecting that in 1952 our average load will be 
1,065,000. 
Mr. Tuomas. How much of a decrease is that? 
Mr. Srreuina. It is about 600,000. 
Mr. Tuomas. A 30-percent decrease. What about 16? 
Mr. Srietrnc. Our average for 1951 was 105,000 and, for 1952, 
63,000, 
Mr. Tuomas. The figure of 63,000 is pretty much of a guess, though, 
is it not, in view of this Korean situation? 
Mr. Sriruine. That is correct. 
Mr. Tuomas. But your estimates are exclusive of Korea ? 
Mr. Sririine. That is correct. 
(After discussion off the record :) 










APPROVAL OF NEW SCHOOLS UNDER PUBLIC LAW 610 


Mr. THomas. How many new schools did you open up in 1951 and 
how many do you contemplate opening up in 1952? 
Mr. Srirurnc. Public Law 610, nial on July 13, 1950, permitted 
the Veterans’ Administration to approve new schools which had not 
been in operation for a period of 1 year, provided the approving 
agency certified to the Administrator that they were essential for 
training veterans. ‘Thirty-four schools have been approved by the 
States. The Veterans’ Administration has approved 19 of these and 
we have disapproved 15. 
‘4 Mr. Tuomas. That is for 1951? 
Mr. Stirtinc. That is since July 13, 1950. 
Mr. Tuomas. What do you contemplate in the way of new schools 
for 1952? 
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Mr. Stirtine. So far as I am concerned, we do not contemplate any. 

Mr. Tuomas. Are any of them going to fold up? 

Mr. Stiruine. I think many schools are going out of business. 

Mr. THomas. How many do you figure will go out in 1951, and 
how many will go out in 1952? 

Mr. Stirtine. We have not made an estimate, but your July 25, 
1951, deadline, which does not permit any more veterans to enter 
training after that date, will cause a great many of these so-called 
profit-making schools to close their doors. 

Mr. Tuomas. What is that date? 

Mr. Stirring. July 25, 1951, unless Congress changes it. 

Mr. Tuomas. Have you finally gotten to the point of clearing up 
the 50,000 going into training on July 24, 1951, but who could not go 
with their full entitlement ? 

Mr. Srirurc. Yes, sir. 

General Gray. I think I have a chart that will indicate this very 
thing for you in a very graphic sort of manner. 

Mr. Tuomas. No legislation has been enacted to clear up that point ? 

Mr. Strrtinc. No, sir. I do not believe there will be any legislation 
until the committee investigating this program has finished. 


LOAN GUARANTY SERVICE 


Mr. Tuomas. What about the Loan Guaranty Service, where you 
have 180 employees in the District of Columbia at a cost of $915,340? 
I notice 40 percent of them in the District of Columbia are above 
grade 10, with 27 in grade 9. What is the general picture there, Mr. 


Kelsey ? 

Mr. Kersey. That central office force is primarily policy making 
but with some few phases of operations, involving special projects 
such as housing for paraplegic veterans. Decisions on cases also are 
referred to the central office on appeal either as to credit restrictions, 
for example, or waivers of recovery of indebtedness and such staff 
functions as would be expected. 

Mr. Tuomas. You have your 180 broken down as follows: 17 in the 
Appraisals Division, 7 in the Business Loan Division, 7 in the Farm 
Loan Division, 27 in the Loan Service and Claims Divison, 10 in the 
Property Management Division, 19 in the Home Loan Division, and 
70 in the Administrative Control Division. 


LOAN SERVICE AND CLAIMS DIVISION 


What does the Loan Service and Claims Division do with the 27 
people? 

Mr. Kesey. That unit supervises the action of the field stations in 
connection with the servicing of loans and handling of claims after 
defaults. The operation of that section is primarily supervisory so 
far as the field cases are concerned, but it has to review certain types 
of decisions which are made in the field offices as to payment of 
claims. 

APPRAISAL DIVISION 

Mr. Tuomas. What about the Appraisal Division with 17? 

Mr. Ketsey. That group supervises the appraisal and compliance 
inspection activities of all of the regional offices and establishes in- 
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structions and policies for the paid employees as well as the desig- 
nated fee-basis appraisers of whom there are roughly 13,000 or 14,000. 


FIELD EMPLOYMENT, 1951-1952 


Mr. Tuomas. In truth and in fact, the boys on the ground really do 
the work of appraising. They are there; they look at the property 
and see the local conditions. How many people do you have in the 
field for 1951, and how many will you have in the field for 1952? 

Mr. Ketsery. In the loan guarantee program in 1951 our budget 
called for a total of 3,091 in the field and, for 1952, we are asking for 
2,966 man years in the field—a slight reduction. 


ESTIMATED REDUCTION IN WORKLOAD, 1952 


Mr. Tuomas. Mr. Foley and the Home Finance Agency, as I recall, 
testified there was a reasonably good guess that construction activi- 
ties—house building—for 1952 would fall off about a third compared 
with 1951. What is going to be your work load as far as home con- 
struction and business loans and farm loans and then your especially 
constructed homes for paraplegics and amputees are concerned ? 
That, roughly, is your work load; is it not? 

Mr. Kersey. Yes, sir. The situation as we see it now will result in 
approximately 42,000 approved home loan guarantees each month 
during fiscal 1952. 

Mr. Tuomas. Is that for homes, business, farms, or what ? 

Mr. Kersey. That is for homes which represent 97 percent of our 
guaranties. The farm loans have fallen now to a volume of less than 
1 percent of our over-all total. 

Mr. THomas. What was that figure 6 or 8 months ago for homes 
before regulations X and W came into effect and before the National 
Production Authority Act was passed ? 

Mr. Kexsry. I will give you three or four representative months. 
In July 1950 we had 61,295 applications; in August, 71,010; in Sep- 
tember, 64,979. Then I will jump the intervening months, which show 
a decrease. The last figure for January 1951 shows 41,590. In other 
words, we seem to be reaching a level. 

Mr. Tuomas. That is about one-third off from August to January ? 

Mr. Kersey. That is right. We are reaching a level which seems 
to have stabilized at somewhere in the neighborhood of 42,000 cases 
per month. Some of that may be influenced by the season, but we 
have little doubt that the greatest influence has been the credit restric- 
tions and the higher down payment. 

Mr. Tuomas. The testimony of Mr. Wilson and Mr. Harrison was 
to the effect that things will tighten up generally in the way of ma- 
terial such as steel, and also some work is being done generally in the 
field of credit. I do not know whether that is going to reach out and 
touch again or change the regulations under the Veterans’ Adminis- 
tration and FHA with reference to home construction. I do not think 
that point has been cleared up, but it looks like the general trend is a 
reduction in every field and a tightening up in every field of credit. 

Would that reduce your number of starts of 42,000 a month down to 
about 35,000—or is that too much of a reduction ? 

Mr. Ketsey. I believe that is too much of a reduction on the basis 
of the information we have now. You mentioned one factor which I 
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did not name but which is very important. That is that some builders 
apparently are somewhat apprehensive over their ability in the future 
to get materials for construction purposes. We believe we have 
reached a rather stable point which, as you have indicated, is some- 
what more than one-third below our peak months of last summer and 
early fall. There could conceivably be a little further reduction be- 
‘ause of lack of materials and other factors; yet there can also be 
some offsetting influences which are already beginning to take shape 
such as a possible relaxation of credit controls in defense areas. 


RELAXATION OF CREDIT CONTROLS FOR VETERANS 


Mr. Tuomas. What exceptions are you making for veterans? We 
will go into that and about direct loans in more detail in a few min- 
utes, but generally what is the picture of taking care of veterans for 
credit and so forth? I notice where a veteran had his plans made and 
maybe had bought a lot and did not get quite under the wire, you 
usually go all out to help him. 

Mr. Kesey. That is right. 

Mr. THomas. Just what is your general viewpoint and yardstick in 
that regard? 

Mr. Kesey. The general viewpoint as to that individual veteran’s 
case is that if he has a lot and the indications are that he intended to 
build on that lot rather than just to hold it for speculative purposes, 
we will let him in under the less restrictive down payment require- 
ments as to his loan. On the other hand, if he can show he had a 
contract for building on the lot, he can get in under the lower down 
payment. 

Mr. Trromas. That makes sense, 


WASHINGTON EMPLOYMENT, 1951-52 


How many employees did you have in the District of Columbia for 
1951? 

Mr. Kensry. For 1951 we have estimated 175 man-years, and the 
same for 1952. 

Mr. Tuomas. Your chart shows 180. 

Mr. Kesey. Yes, sir. That is the authorization as against the 
man-years. 

READJUSTMENT ALLOWANCE SERVICE 


Mr. Tuomas. What about the Readjustment Allowance Service, 
with 41 jobs in the District of Columbia at a cost of $227,1127 I 
notice out of your 41 you have about 19 above grade 10. You have the 
Fiscal and Business Management Division with 11 at a cost of $49,000 ; 
the Standards and Operations Division with 20 at a cost of $105,000; 
and 10 in the Office of the Director at a cost of 572,000. 

Mr. Kesey. Those are all staff positions, and steps are being taken 
almost daily—it is not quite that good—to make adjustments. Even 
since this chart was approved, the Director has been reassigned to a 
field office which eliminates that grade 15 position, and it will not be 


filled. 
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Mr. THomas. What does this group of 41 do? 

Mr. Kersey. They handle the instructions to the field. And when 
I say “field,” that includes not only our own employees but all of the 
State agencies which handle the payments for us. They review all 
appeals which are sent in by the State agencies to the central office 
and, of course, issue any necessary instructions of any kind and pre- 
pare the budgets and review the expenditures of the field offices in 
relation to the actions which are handled through the employment 
security agencies. 

Mr. Tomas. Are those your housekeeping employees ? 

Mr. Kersey. There are a few in that small group that could be con- 
sidered’ housekeeping, but they are mostly supervisory. Of course, 
we do have in that group about 

Mr. Tuomas. You ought to add these 41 to the 180, making 221 
that you have in the District of Columbia, then. 

Mr. Kersey. When you say “add them to the 180,” those 180 are in 
the Loan Guaranty Service. 

Mr. Tuomas. Yes. 

Mr. Ketsry. Those 41 are in the Readjustment Allowance Service, 
which handles payments of unemployment compensation and allow- 
ances to self-employed. 

Mr. Tuomas. You mean those are the “52-20” boys? 

Mr. Kexsery. It has been called that. 

Mr. Puiiurrs. I thought we were all done with that. 

Mr. Ketsry. No, sir. We are getting down to the place where we 
have eliminated offices in a majority of the States through legislation 
that went through as part of the 1951 budget. 





EMPLOYMENT IN “52-20” PAYMENTS 


Mr. Tuomas. You do not need any of those employees for 1952 to 
handle the “52-20” club; do you? 

Mr. Ketsry. We have an estimate in the appropriation for fiscal 
1952 for only 32 man-years in central office and 48 in the field. 

Mr. Tuomas. How many do you have in the field handling 52-20? 

Mr. Kevsry. We have at the present time 88 authorized in the 
budget. Actually on duty we have reduced that to 55. 

Mr. Tuomas. How many applications are you going to have under 
the “52-20” club in 1952? 

Mr. Kesey. Our estimate, I believe, will show somewhere in the 
neighborhood of between 8,000 to 9,000 a week. 

Mr. Tomas. When does that entitlement expire? 

Mr. Krisry. The entitlement for most veterans expired on July 25, 
1949. Roughly 10 percent were discharged subsequent to the ending 
of war, which was July 25, 1947. So that it is in connection with that 
10 percent whose eligibility carries on beyond July 25, 1949 that our 
operation continues. 


PAYMENT OF COMPENSATION, 1952 


Mr. Trromas. How much cash do you have set up in your 1952 
budget for the payment not of salaries and expenses but for compensa- 
tion ? 
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Mr. Kersey. For this type? 
Mr. THomas. Yes. — 
Mr. Baker. $17,916,397 for 1951 and $9,838,110 for 1952. 


DEPARTMENT OF MEDICINE AND SURGERY 


Mr. Tuomas. Let us take a look at the Department of Medicine and 
Surgery. I notice there are 688 employees for 1952 in the District of 
Columbia at a cost of $3,753,945. I note that 40 percent or about 278 
are above grade 10. The Office of the Chief has 19; special boards, 
23; special medical advisory group, 105. What about those special 
boards of 23 and special medical advisory group of 105¢ How many 
doctors are in each ¢ 


SPECIAL BOARDS 


Dr. Press. In the special boards there are two doctors. The rest of 
them are administrative and clerical personnel. 

Mr. Tuomas. What is the function of those boards ? 

Dr. Press. That is the board where our recruitment and placement 
activities are centralized as well as our disciplinary actions, such as 
separations, specialist ratings and promotions for all doctors and 
nurses, 

Mr. Tuomas. You do not need 23 to discipline doctors; do you? 

Dr. Press. No. It is not to discipline. Their biggest function is 
recruitment and placement activities. 


AREA MEDICAL OFFICES 


Mr. THomas. What does the special medical advisory group of 
105 do? 

Dr. Press. That is a misprint and should be “area medical offices.” 
That is our area staff, as part of the Central Office located in the field 
plus a group working out of Washington, a staff of doctors who do the 
immediate supervision work. 

Mr. Tuomas. Is that three or five? 

Dr. Press. There are five locations in the field outside of Wash- 
ington. 

General Gray. May I interject an explanation there? That was 
a reduction when we discontinued the branch offices. 

Mr. Tuomas. I remember. 

General Gray. I just wanted to refresh your memory. 

Mr. Tuomas. They are charged to the District of Columbia ? 

Dr. Press. Yes, sir. 

Mr. Tuomas. How many doctors are there in that group? 

Dr. Press. Thirty-six. The rest of them represent the technical 
staff, such as pharmacists, social workers, and so forth, and the admin- 
istrative staff. 

Mr. Tuomas. These are in addition to your staffs at the 148 hospi- 
tals? 

Dr. Press. That is correct, sir. 

Mr. THomas. And they are also in addition to the staff here in the 
District of Columbia ? 

Dr. Press. They are part of what is listed here as 688. 
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Mr. Tuomas. As I remember, there is a discrepancy between the 
figure set out on the chart of 688 for the District of Columbia for the 
Department of Medicine and Surgery for 1952 and the other part of 
your justification. 

Dr. Press. Yes. The 688 represents positions which are estab- 
lished. The number we have set out in our justification is 650—a 
difference of 38. 

Mr. Tuomas. There is a bigger discrepancy than that. 

Dr. Press. Six hundred and forty-three is the average number on 
duty in the central office in 1951. 


OFFICE OF EXECUTIVE OFFICER 


Mr. Tuomas. Now, in the Office of Executive Officer, you have 175. 
What do these people do and how many are doctors ? 

Dr. Press. That Executive Officer, as it appears on the chart, is a 
combination of several offices that we have. The staff of the Execu- 
tive Officer himself is 63 people. 

Mr. Tuomas. Now, the Chief Medical Director has 19, and the 
Deputy Chief has six, under the Executive Officer. Is this figure of 
175 inaccurate, or what is the correct figure ? 

Dr. Press. In the sense that it does not represent the way our peo- 
ple are used at the central office, it is inaccurate. The totals are cor- 


rect, but they are not all grouped together as 175 people under the 
Executive Officer. 


FUNCTIONS OF EXECUTIVE OFFICE EMPLOYEES 


Mr. Tuomas. How many doctors are there / 

Dr. Press. Under the Executive Officer there are none. 

Mr. Tuomas. What do these people do? 

Dr. Press. This is the housekeeping group of the central office. 
There is a staff of four people who write travel orders and vouchers 
for people who have to travel. 

(The following information was inserted later :) 

Fifteen under the messenger unit, 18 employees in the stenographic pool, and 
20 employees in the communications and field unit and 1 supply clerk. 

Mr. Tuomas. You mean you have 175 to take care of 675 or 680 
people 2 

Dr. Press. No, Mr. Chairman. In that figure as it is, 68 people 
should be charged to the Executive Officer, which takes care of the 
entire staff. 

Mr. Tuomas. For the housekeeping activities ? 

Dr. Press. For the housekeeping activities. 

Mr. Tuomas. What happens to the other 112? 

Dr. Press. The rest of them are in my own shop, which has 112, 
where I have a large statistical group of 70 employees. 

Mr. Tuomas. Making statistics ? 

Dr. Press. That is right—71 rappin s. We handle over half a 
million individual medical records a year. That group is the group 
which codes and collects and corrects see records. In the two other 
groups I have 16 employees apiece—16 of them in the budget section 





und 16 in the Administrative Management Division. 
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Mr. THomas. How many doctors do you have altogether ? 
Dr. Press. Seventeen. 


(Note.—Number later changed to 2. 


Mr. Tuomas. And 16 are in Administrative Management ? 
Dr. Press. In Administrative Management. 
(Nore.—Corrected answer is: No, these 16 are all administrative and clerical 
employees. ) 
DENTAL SERVICE 


Mr. Tuomas. In the Dental Service you have 31. How many are 
doctors ? 

Dr. Press. Fifteen doctors are listed. Here again this sets up 31. 
There are 3 jobs set up under the Dental Service, but only 26 people 
are expected to be on duty. 


NURSING SERVICE 


Mr. Tuomas. How many doctors do you have in the Nursing 
Service ? 

Dr. Press. No doctors. Ther a number of nurses. 

Mr. Tuomas. What are you sittie to do with 40 nurses here? Why 
do not you put them in the field where they can do some good ¢ 

Dr. Press. That figure is 34. 

Mr. Tuomas. Well, that is too many. Certainly you ought not to 
have more than 10 or 12 giving orders to the rest. 


RESEARCH AND EDUCATION SERVICE 


What about the Research and Education Service; what do they do? 

Dr. Press. They have the supervision of the entire research in the 
field as well as education in the field, of all of the residential and 
in-service programs for all professional people. 


NATURE OF RESEARCH 


Mr. Tuomas. What is the nature of the research in education ? 

Dr. Press. The research is largely clinical research done at our hos- 
pitals or done for us on a contract basis at universities and other places 
equipped to do it on problems arising out of the medical care we give 
veterans. 

NUMBER OF DOCTORS 


Mr. Tuomas. How many doctors do you have in this group / 
Dr, Press. Three. 


CONTRACTS WITH SCHOOLS FOR RESEARCH 


Mr. Tuomas. How many contracts do you have with universities, 
both medical contracts and research contracts / 

Dr. Press. We have listed on page 189 and following in our justifica- 
tion 53 separate projects or contracts with universities and. other 
agencies, 

Mr. Tuomas. What is the cost in 1951 and 1952? 

Dr. Press. The 53 set up there are in addition to the 48 projects for 
the intra-VA research. 
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Mr. Tuomas. You mean that is where you do your own? 
Dr. Press. That is right—in our own hospitals. 


COST OF RESEARCH PROGRAM 


Mr. Tuomas. What is the total cost for 1951 and 1952, and how much 
for research and how much for universities ? 

Dr. Press. The total cost is the same for 1951 and 1952—$4,500,000 
for the research program. 

Mr. Tromas. The same amount for 1951 and 1952? 

Dr. Press. The same amount. 


RESEARCH EMPLOYEES 


Mr. Tuomas. How many of those researchers do you have in the 
field at your various hospitals? 

Dr. Press. How many people? 

Mr. Tuomas. Yes—doing research work in the field. 

Dr. Press. The program calls for a total of 550 people for 1952. 

Mr. Tuomas. All doing research ? 

Dr. Press. All are engaged in research activities. 

General Gray. There is a little bit of a misnomer there—— 

Mr. Tuomas. That does not include the university program and 
college program for research ? 

Dr. Press. We have no people on duty in this. 

Mr. Tuomas. I mean dollarwise. 

Dr. Press. Dollarwise, that $4,500,000 includes that. 

Mr. Tuomas. 550 people doing research ? 

Dr. Press. All are engaged in research activities. 

Mr. Tromas. How many in the District of Columbia? What part 
of these 24 are doing research and what part are doing education ? 

Dr. Press. These people will all be in the field. The only ones in 
the District of Columbia will be 18. 

Mr. Tuomas. Do you have 24 researchers in the District of Colum- 
bia? 

Dr. Press. No. They are people supervising that program. 

Mr. Tuomas. Is that figure 24? That is what you have set out on 
the chart for research and education. 

Dr. Press. Eighteen is the exact figure. 

Mr. Tuomas. And six are researching ? 

Dr. Press. No. That figure of 24 on the chart should be 18 repre- 
senting the people in Washington. 


PROFESSION AL SERVICE 


Mr. THomas. What about professional. services where you have 
135 at a cost of $869,755? 

Dr. Press. Those are our specialists in medicine, surgery, ortho- 
pedic surgery, and so forth—all varieties of specialists. 

Mr. THomas. What do they do? 

Dr. Press. They supervise those activities in the field, establish- 
ing the policy and supervising those activities. 
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SPECIAL MEDICAL ADVISORY GROUP 


Mr. Tuomas. What does the special medical advisory group of 
105 do? 

Dr. Press. Those are our area people who are the immediate super- 
visors. Because of the number of hospitals and regional offices that 
we have, we have found it is cheaper in terms of travel and also in 
terms of being able to get people out in the field to do more traveling. 

Mr. THomas. How many of this group in professional services are 
doctors ? 

Dr. Press. Thirty-seven. 

Mr. Tuomas. Thirty-seven. What are the other people doing, the 
other 98? 

Dr. Press. There will be a number of them who are not doctors— 
they are therapists, physiotherapists, dieticians or 

Mr. Tuomas. Dr. Press, do you not think you are a little top heavy 
on doctors here? You have a board of 105, and you have 18 or 20 
researchers here, and then you have your nursing group; you have 
your general services. You had better put these people out in the field, 
where they seem to be short of doctors. 

Dr. Press. One of the divisions, under professional services, at the 
left hand corner of the chart is, for instance, the medical division, 
which is a part of the whole figure. 

Mr. THomas. Where you are requesting 135—— 

Dr. Press. That is the total. 

Mr. THomas. But you have 37 doctors. That is a lot of doctors. 

Dr. Press. That is the whole list. 

Mr. Tromas. How many of those are doctors? 

Dr. Press. Four, I believe. 

Mr. Tuomas. Four doctors? 

Dr. Press. Seven in the Medical Division under professional 
service. 

Mr. THomas. Seven? 

Dr. Press. Yes. 

Mr. Tuomas. How does this figure 688 in the District of Columbia 
for 1952 compare with 1950? 

Dr. Press. The same figure, the figure for 1952, the average on duty, 
645. 

Mr. Tuomas. You have got 50 people here. 

Dr. Press. Forty-five will be the average of those who will be on 
duty for out-patient. 





OUT-PATIENT SERVICE 


Mr. Tuomas. Fifty people here on out-patient service. How many 
of them are doctors, and what do the other 43 do? 

Dr. Press. The number we have set up is 45. Six of them are in 
the Home Division, supervising the 17 domiciliary homes; seven of 
them supervise the activities of all pharmacies at the existing hospitals 
in each regional office in the medical service. Twenty-eight of them 
are in the out-patient division and directly supervise the activities 
of approximately 70 regional offices, which have medical clinics as 
well as some which have medical service. That group also takes care 
of the contract authorization for some 4,760 patients in contract 
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hospitals, not the Veterans’ Administration hospitals, reimbursement 
for medical services performed outside of Veterans’ Administration 
facilities, and the contracts and reimbursements for care of veterans 
in foreign countries. 


PROSTHETIC AND SENSORY AIDS SERVICE 


Mr. THomas. What about the 28, at a cost of $141,160, under 
prosthetic and sensory aids service. How many doctors? 

Dr. Press. Four. 

Mr. THomas. Three doctors ? 

Dr. Press. No. Four. 

Mr. Tuomas. I noticed some people complain about not having 
enough prosthetic devices. I think you were allowed $980,000 for 
research ¢ 

Dr. Press. $800,000 for prosthetic research. 

Mr. THomas. You had last year $1,000,000 ? 

Dr. Press. The same amount last year. 

Mr. Tuomas. Was there not a reappropriation of about $137,000? 
I remember a direct appropriation of something close to $900,000, or 
a little more of it was earmarked under your big program. Suppose 
you look at your committee print. 

Dr. Press. I think it was $800,000. 

Mr. Tuomas. It was $800,000 last year? 

Dr. Press. Yes. 

Mr. Tuomas. The same as you estimate for the researchers? 

Dr. Press. We hope you do not put the limitation you had in the 
committee print last year. 

Mr. Prius. Why do you say that ? 

Mr. Tuomas. That $800,000 is in addition to the 28 positions you 
have here, plus some part of the difference. 

Dr. Press. That is for the prosthetic research program. 

Mr. Tuomas. Is that a part of the $4.5 million for research ? 

Dr. Press. The cash is $800,000, a part of the $4.5 million. 

Mr. Tuomas. A part of it, but it does not include the 28 you are 
listing here ¢ 

Dr. Press. No; the 28 jobs that are listed here—should be 18 who 
supervise the research program in central office. 

Mr. THomas. Does it include any part of the 550 jobs doing research 
in the field? Will you look that up? Instead of $800,000 you are 
spending for the prosthetic device project it is nearer 1.1 million or 
1.2 million, is it not? 

Dr. Press. The 550 includes 16 jobs which are in the prosthetic re- 
search laboratory in New York. 

Mr. Tromas. Do you include that in the $800,000 ? 

Dr. Press. That is included in the 550. 

Mr. Tuomas. It is separate and distinct from the $800,000 ? 

Dr. Press. Yes. (Answer later corrected to: No, it is a part of the 
$800,000. ) 

Mr. Tuomas. Then I repeat, you are spending instead of $800,000, 
a little over $1,000,000? 

Dr. Press. That is right. You will recall that about $1,000,000 was 
established in the enabling act of several years ago—I think it was 
Public Law 729 of the Eightieth Congress. 
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HOSPITAL OPERATIONS SERVICE 


Mr. Tuomas. What about the hospital operations service, 52 peo- 
ple. How many doctors are in that group / 

Dr. Press. Two, I think. 

Mr. Tomas. What are these people doing ? 

Dr. Press. Supervising the administration of our hospitals, co- 
ordinating the requests with Mr. Dryden’s shop, for construction, re- 
pairs, alterations, changes, number of beds, and so on. 

Mr. Puiuirs. At the hospitals ? 

Dr. Press. Yes. 

Mr. Putiuires. That is new? 

General Gray. Yes. 

Mr. THomas. Certainly you do not need these 52 people to do this. 
Tlow many are going to do coordinating work here / 

Dr. Press. There are 174 hospitals that will be in operation by the 
end of the fiseal year 1952, and the amount of work that is generated 
by those hospitals is considerable. 

Mr. Trromas. How many people did you have in this division in 
1951 ¢ 

Dr. Press. In 1951 that division was just getting started, at that 
time, and we provided 50 people in our 1951 budget. 

Mr. Pritauies. Did you justify that last year? 

Dr. Press. Yes. 

Mr. Tuomas. And you want 52 people? 

Dr. Press. Yes. 

Mr. Thomas. How many have you got doing coordinating work out 
of the 52? 

Dr. Press. I am sorry I used that expression. If I may 





SPECIAL SERVICES 


Under “special services,” you have 154 positions, at a cost of 
755 926. 


Mr. Kerr. Yes. 


$ 


OFFICE OF EXECUTIVE ASSISTANT 


Mr. THomas. In the office of the executive assistant there are 30, 

Then, you have a recreation service with 36, and a library service of 
60; a chaplaincy service of 11; fiscal and administrative service, 11. 

Mr. Kerr. Yes. 

Mr. THomas. What do these 30 people in the Executive Assistant’s 
oflice do? 

Mr. Kerr. One man works with 

Mr. Tuomas. Twenty of them are above grade 10 out of this 30. 

Mr. Kerr. A total of 19 are in the field, supervising stations. 

Mr. Tuomas. Nineteen out of the 30? 

Mr. Kerr. Yes. 

Mr. Tuomas. How many do you have in the District of Columbia 
proper ¢ 

Mr. Kerr. There are 11 jobs. 

Mr. Tuomas. So the figure 154 should be increased to the extent 
of 11? 
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Mr. Kerr. No; I am required to carry 19 field people in the central 
office. 

Mr. Tuomas. I understand; they are not physically here? 

Mr. Kerr. No. 


Mr. Tuomas. But you do the accounting for them ¢ 
Mr. Kerr. Yes. 


LIBRARY SERVICE AND RECREATION SERVICE 


Mr. THomas. What about the library service? Also, the recreation 
service where you have 36 people listed ? 
er Mr. Kerr. In these two services library and recreation, we have a 
a total of 69 people who are operating people. 


RECREATION SERVICE 


Twenty-one of them are in the recreation service, who are charged 
with the responsibility for selecting and distributing motion pictures 
throughout the hospital system for the whole United States. 

Mr. Tomas. How many people do you have doing that? 

Mr. Kerr. ‘Twenty-one people who select and—— 

Mr. THomas. And how many hospitals do you have ¢ 

Mr. Kerr. One hundred and forty-eight hospitals. 

Mr. Tuomas. You mean it takes 21 people to pick out motion pic- 
tures for 148 hospitals? 

Mr. Kerr. It is not that alone. We only have five people engaged 
in the work of selecting and actually putting them into the mail for 
distribution. We have other people who are working at setting up 
the circuits and distributing the pictures. 

Mr. Tuomas. How many people do you have in the hospitals doing 
that same type of work, that is, telling you what they want? They 
get through the patients, I imagine, a pretty good idea of what the 
patients want? 

Mr. Kerr. We have one projectionist in small hospitals and more 
in larger hospitals. 

Mr. THomas. What is the total number you have in the field doing 
that work in the various institutions ? 

Mr. Kerr. I would have to get the figure on that. 

Mr. THomas. You have been at this work now for 5 or 6 years, and 
I would think your judgment on it would be pretty good, would it 
not ¢ 

Mr. Kerr. I would have to make a guess; I would have to estimate 
it. We probably have about 206 full-time projectionists. 

Mr. Tuomas. How many of them do you have in the District of 


Columbia ? 
Mr. Kerr. I have 16 people who are engaged in operating work and 
circulation. 


Mr. Tuomas. Well, turn-about is fair play; why not send the 16 
you have here to the field and get the 16, or whatever the number is, 

from the field? 
| Mr. Kerr. This is a function in the central office. In the central 
office we have established the circuits. We are responsible for the 
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correspondence between the producer and ourselves, the proper ac- 
ceptance of films that are taken, and for their proper return. 

Mr. Tuomas. I note that you have some 14 people above grade 10 
out of the 36 who will pick out these films? 

Mr. Kerr. No; actually, there are only two who do the selecting. 

Mr. Tuomas. What do the rest of the people do in the recreation 
service ¢ 

Mr. Kerr. We have three men in charge of the adapted sports, one 
man in charge of music, two in charge of radio, one in charge of arts 
and crafts. 

Mr. Tuomas. How many people do you have in the field on the job 
of sports? 

Mr. Kerr. Approximately 300, who are actually working with pa- 
tients. 

LIBRARY SERVICE 


Mr. Tuomas. What about your library service? 

Mr. Kerr. The library service furnishes library service in all hos- 
pitals and about seven regional offices, and furnishes the medical and 
reference library in the central office—it furnishes not only the pa- 
tients’ library but the medical library. 

Mr. Tuomas. This group selects books they read, and so on? 

Mr. Kerr. No; except for about 20 percent of the books the selec- 
tions are made at hospitals. In order to save on procurement about 
20 percent are selected at central office. 

Mr. Tuomas. What does this group do then if the selections are 
made at the hospitals? 

Mr. Kerr. This group procures the books, does the cataloging and 
supervision of the distribution and handling, and also maintains the 
medical library 

Mr. THomas. Does it actually purchase these books? 

Mr. Kerr. No. 

Mr. Tuomas. Who does that; yourself ? 

Mr. Kerr. Yes. Book procurement is a mechanical operation 
through the IBM procedure and cataloging is also mechanized. We 
estimate that on cataloging alone we save annually some $132,000, re- 
flecting the efficiency of this operation. 





COST OF BOOKS, 1951 AND 1952 


Mr. Tuomas. How much did you spend in 1951, and what do you 
contemplate spending in 1952 for books and periodicals? 

Mr. Kerr. I would like permission to insert that information in the 
record. 

Mr. Tuomas. You have it in your tables before you. Could you not 
give us a pretty good figure from your own mind ? 

Mr. Kerr. I know the total number of books procured. I do not 
have the dollar figure in mind. The total expenditure in 1951 will be 
$751,000 and in 1952, $1,020,314, of which $345,814 will be for new 
hospitals. 

Mr. Tuomas. None of the activity of this group is chargeable to the 
-anteen service ¢ 

Mr. Kerr. No; I am in general supervision, but there is no charge 
made through the canteen. 
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FISCAL AND ADMINISTRATIVE SERVICE 


Mr. Tuomas. What does this group of 11 do in fiscal and adminis- 
trative service ¢ 

Mr. Kerr. One man serves as budget officer; another serves as sup- 
ply officer. There are file clerks and messengers, and typists and 
stenographers that do the housekeeping for the service. 

Mr. Tuomas. The only thing you buy is books, is that correct ? 

Mr. Kerr. No—that is what we buy, but we also receive requests 
from the field for supplies; the requests for supplies and equipment 
come from the field to the central office, which is the reviewing oflice, 
and are reviewed in my office. 


CONSTRUCTION AND SUPPLY 


Mr. Tuomas. Under “Construction and supply” you have listed 749 
employees in the District of Columbia, at a total cost of $3,321,913. 

I note there are 218 of those jobs above grade 10, which is about 30 
percent of the 749. 

In the Office of the Assistant Administrator there are 25, total, 15 
of them above grade 10. 

In safety and fire protection, 26; in office services, 61. Is that your 
housing group? 

Mr. Drypven. That is right. They perform general office service 
duties. 

Mr. Tuomas. For construction service, 113? 

Mr. Drypen. Yes. 

Mr. Tuomas. How many did you have in construction service for 
1951? ; ’ 

Mr. Dryven. The request for fiscal year 1952 is 103 average em- 
ployment. Average employment for fiscal year 1951 was estimated to 
be 99. 

Mr. Tuomas. Ninety-nine against how many? 

Mr. Dryven. One hundred and three. 

Mr. Tuomas. Your construction program has slowed down to just 
about a trickle for 1952, has it not ? 

Mr. Drypen. We are in the heaviest program we have had; 1952 
will be our heavy year. The construction contracts have been let or 
are about to be let on a good portion of the program, and the general 
indications are that this will be coming in in the latter part of 1952. 


LIQUIDATION OF CONTKACT AUTITORIZATIONS 


Mr. THomas. There are $28,000,000 in here, construction programs, 
for liquidation of prior-year contract authority, and that leaves a 
total of unliquidated contract authority for 1952, for winding up 
your construction program of how many dollars and cents, and how 
many projects? We will get to that in a few moments, but it might 
be put in here? 

eneral Gray. Thirty-six hospitals or major addition projects are 
either in construction or projected for bids to be let. 

Mr. Tuomas. For 1952? 

General Gray. Yes; either now under construction or projected for 
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bids to be advertised by the end of 1952. 

Mr. THomas. That will wind you up entirely? 

General Gray. No; there are four hospitals yet to have something 
done on them, and of those four hospitals, as you may remember, the 
ones we withdrew from the drafting boards: Two at Cleveland, one 
in San Francisco, and one in Washington. I have had up with the 
Symington Board the question with respect to the release of con- 
struction. 

Mr. Tuomas. You will have $482,500,000 unpaid or unfunded, or 
whatever you want to call it, at the end of 1952, which for all practical 
purposes will wind up your new construction program, with the ex- 
ception, did you say, of four, but they are not to: be built from the 
ground up, are they? 

General Gray. They are brand new. 

Mr. Tuomas. How many hospitals will there be? 

General Gray. Is it 34 or 36 separate hospitals? I will correct 
the amount for the record. These figures with respect to the number 
of hospitals in operation I gave a minute ago. One hundred and 
forty-eight in operation now, and at the end of fiscal year 1952 there 
will be 169. 

(The following information was submitted later :) 

Thirty-six new hospitals or major additions are either now under construc- 
tion or scheduled to be advertised for bids by the end of 1952; four hospitals 
are not scheduled. 

Mr. Anprews. I thought you said 172 this morning. 

General Gray. No. I gave you the actual figure with respect to 
hospitals 

Mr. Anprews. How many are there now? 

General Gray. There are 148 in operation as of today, and there 
will be 169 in operation as of June 30, 1952. 

Mr. Anprews. By June 30, 1952. 

Mr. Tuomas. Twenty-one more ? 

General Gray. That is right. Now, the picture with respect to 
these four, the program 

Mr. Drypen. That was, as you recall a reduction in our appropria- 
tion request because there will be no GSA surcharge in 1952. 

Mr. Tuomas. That was right. 

Mr. Drypen. Three percent on the volume of purchases. 

Mr. Tuomas. Which means about $1,900,000 worth of stuff they 
bought for you? 

Mr. Drypen. Of course, we have to reimburse them for what we 
acquire from them. That is the same as we have been doing. 








SUPPLY SERVICE EMPLOYMENT 


Mr. Tromas. How many people do you have doing this work in 
1951? 
Mr. Drypen. An average of 402, compared with 415 in 1950, 
Mr. Tuomas. It looks like you ought to have a decrease there instead 
of an increase. 
PURCHASE OF HOSPITAL EQUIPMENT 


Mr. Drypen. No. Our heavy load is in equipping these hospitals in 
1952; also additional hospitals will be in operation during this year. 
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Mr. Tuomas. You have had this equipment, for that sort, to the ex- 
tent of some $12 or $15 million ? 
Mr. Drypen. No. Our estimates are based upon a 6 to 9 months pro- 
curement lead time. 
Mr. Tuomas. General, we will get that later. I want to get the 
budget picture first. 
General Gray. Very well. 


SUPPLY SERVICE 


Mr. Tuomas. What about your supply services, where you are re- 
questing 427? That is about 56 percent of the total personnel listed, 
of 749 ¢ 

Mr. Drypen. We are asking, in the fiscal year 1952, for 400 man- 
years. As indicated, besides supplies for the various hospitals and 
regional offices, we are now in the process of 

Mr. 'THomas. And some three depots? 

Mr. Drypen. Three depots now. We are in the process of buying 
the supplies and equipment, to equip the new hospitals as the con- 
struction is completed. 

Mr. Tuomas. How much of the supply load is being handled by 
General Services Administration / 

- Mr. Dryven. There has been practically no change. Based on past 
experience we would procure approximately 3 percent of our 1952 
estimated procurement through General Services Administration. 

Mr. Tuomas. Why pay them $187,000? 

The equipment has already been bought for the 1952 program, has 
it not ¢ 

Mr. Drypen. No. The orders will be procured out of the 1952 funds 
authorized. 

Mr. Tuomas. Did you not have some contract authorization some 
2 years ago to the tune of $25,000,000, to buy hospital equipment with? 

Mr. Drypen. Yes; in fiscal year 1951. 

Mr. THomas. What is the status of that fund now? It was given 
to you on the theory that you wanted it well in advance, so that you 
could get the stuff at maybe a better price and have it when you 
needed it 

Mr. Drypen. Our procurement program is totally different, Mr. 
Chairman, and we do not want to load the program with rehandling 
charges, and the authorization is for hospitals to be completed by the 
end of 1952 for which we will require $31,500,000 to equip these 
hospitals. 

Mr. Tuomas. What about your contract authority, granted to you 
2 years ago? How much of that has been obligated? Those were given 
to you for about the same reasons which you have just given, that you 
did not want to store and put in the warehouses the equipment that you 
needed, that you wanted to buy it and have it on hand when you needed 
it, therefore you wanted to have from 6 to 12 months for procurement, 
getting the manufacturers ready for delivery of it. 

Mr. “DRYDEN. $14.2 million of that $25,000,000 is scheduled to be 
obligated in 1951. 


Mr. THomas. You mean $10.8 million is unobligated out of what was 
granted ¢ 
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Mr. Drypen. That was $10,000,000 given to us in 1950, and $15,000,- 
000 in 1951. 

Mr. Tuomas. For the 2 years you have obligated $14.2 million, leav- 
ing $10.8 million ? 

Mr. Drypen. I am sorry. There will be approximately $22,000,- 
000 obligated by the end of 1951; there were $7.8 million obligated in 
1950 and $14.2 million scheduled for obligation in 1951. 

Mr. THomas. If you had obligated all of that $25,000,000 you would 
have saved 10 or 15 percent, I suspect, because the stuff has been 
going up since that time ¢ 

Mr. Drypen. It has, sir; $9,000,000 would be obligated in 1952. 

Mr. Anprews. What has been supplied; what are you buy ing 2 

Mr. Drypen. This is for initial portable equipment such as, bedding, 
blankets, sheets, diagnostic equipment, beds, surgical instruments, lab- 
oratory equipment, 5 2 ray equipment, operating-room equipment, ga- 
rage and utility-shop machine tools, sterilizers, cabinets, motor ve- 
hicles, and other equipment. 

Mr. Anprews. Do you buy it direct or do you buy it through GSA ? 

Mr. Drypen. They do not handle all these items. We procure 
through them or against their contracts on certain items of furniture 
and equipment. 


TECHNICAL SERVICES 


Mr. Tuomas. What about your technical services, what do the 97 
people requested there do, at a cost $588,885 4 

Mr. Drypen. The Technical Service group does all the planning and 
supervision of design on new facilities, and additions and improve- 
ments to existing hospitals. 

Mr. THomas. The Corps of Engineers allows 7 to 9 percent of the 
expenditure. What proportion are you doing ? 

Mr. Dryven. They have done only about 50 percent of the program ; 
we are doing the rest. We are asking for 88 man-years in that program 
for the fiscal year 1952. 

Mr. Tomas. How many did you have in 1951? 

Mr. DRYDEN. Eighty-six. The additional personnel there, two, are 
made necess: 

Mr. Tuomas. I thought in all the new hospitals the Corps of 

engineers in conjunction with the Veterans’ Administration went 
outside and got the architects and the engineers and paid them up to 
the 9 percent limit. The Corps of Engineers for adminstrative costs 
used to be 7 percent and it was cut back to about 5.6 percent last year. 

Mr. Drypen. They were allowed 10 percent and now are allowed 
9 percent for technical services and as I have indicated they are 
handling only about 50 percent of the program. By standardization 
in design on hospitals of the same capacity we have been able to effect 
a saving not only in the design costs but in bid costs. 

General Gray. Most of the original 90 hospital program of 
1946—— 

Mr. Tuomas. You paid a Houston firm, allowed them between 
$200,000 and $250,000 fees for some 2 years, and finally the contract 
was canceled. Have you recover the $250,000 2 
Mr. Drypen. No. The architect-engineer contract was completed. 
Mr. THomas. Do you know how much was paid ¢ 








1652 


Mr. Dryven. I do not have that figure with me, but I will be glad 
to furnish it for the record. 

Mr. THomas. My memory is that it was around $200,000. 

Mr. Drypen. It was more than that. 

Mr. Puiwires. If I had paid out that much I think I would have 
remembered it. 

Mr. Drypen. Asa result of the cut-back in the program—— 

Mr. Tuomas. Do you have the figure? 

General. Gray. Let us tell the whole story. 

Mr. Tuomas. We are going into that in a minute. 

General Gray, All right, because there is another side to that 
story. 

Mr. Tuomas. Yes; there was enough delay for it to have had 40 
sides. 

(The following was later inserted in the record :) 

It was among the 24 projects eliminated in the 16,000-bed reduction. The 
Houston project had been advertised for bids and bids were received but prior 
to the award of construction contract, the naval hospital at Houston was trans- 
ferred to the Veterans-Administration in connection with the 16,000-bed reduc- 
tion. Plans and specifications for the Houston project were prepared by the 
architect-engineers at a cost of approximately $556,000 and are on file. 


PASSENGER VEHICLES 


You want 92 passenger vehicles this year. How many are there in 
the whole Administration ; 1,071? 

Mr. Drypen. 1,071 estimated as of June 30, 1951. 

Mr. Tuomas. And you want 92. How many new ones were given 
you last year? 

* Mr. Putiuies. Those were additional, new automobiles? 

Mr. Tuomas. The 93 were replacements for last year. You are 
going by the old formula, 60,000 miles or 6 years, whichever comes 
first ¢ ) 

Mr. Drypen. Yes; but taking into consideration the actual condition 
of the vehicle being replaced. 

Mr. Tuomas. How many of those are new cars? You want, in addi- 
tion to that, you want 251 new ones? How many new ones do you want 
in addition to the 92? 

Mr. Dryven. I think we have the figures showing that. There was 
a limitation in last year’s appropriation. 

Mr. Tuomas. To 93? 

Mr. Puttuies. Does that include trucks, ambulances, and passenger 
vehicles? 

General Gray. Busses, ambulances, and passenger vehicles. 

Mr. Drypen. The cumulative limit last year was 176 for the new 
hospitals. We are asking for that cumulative limitation to be in- 
creased to 213 for 1952. 

Mr. Tuomas. I had a figure of 251. 

Mr. Dryven. 213. 

Mr. Tuomas. 213 plus 92; is that right? 

Mr. Drypen. No. The 213 is to cover the figure for all new hospi- 
tals. You gave us cumulative authority for 176 for last year. We 
ure asking to increase the authority by 37 for the fiscal year 1952 
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Mr. Tuomas. How many new ones do you want for new hospitals? 

Mr. Drypen. There would be an increase of 37 in the limitation for 
new hospitals. 

Mr. THomas. And 92 trade-ins? 

Mr. Drypen. And 92 replacements for existing hospitals. 


Funps Impounpen, 1951 


Mr. Tuomas. How much was impounded; what was the total sum 
impounded last year from the budget? Was it $10,000,000. Did the 
$10,000,000 only cover the $1,000 through the $7,000 program ? 

General Gray. We have a statement here on that, Mr. Chairman, 
included in my statement. 

Mr. Moore. $12,000,000. 

Mr. THomas. $12,000,000 grant—— 

Mr. Moore. $10,000,000 was impounded under section 1214. 

Mr. Tuomas. It was all in the medical program ? 

Mr. Moore. Yes. 

Mr. THomas. The $10,000,000 ? 

Mr. Moore. Yes. 

Mr. Tuomas. No part of it went to the program from 1000 through 
T7000 ¢ 

Mr. Moore. Administrative reserve; $5,720,000 was placed in re- 
serve from the 1000-7000 programs, but the $10,000,000 was gone. 

Mr. THomas. What was the total ? 

Mr. Moore, $15,720,000. 

Mr. THomas. What happened to the $15.2 million ? 

Mr. Moors. There is still pending in the reserve in the budget, 
$5,720,000 available if we are able to justify to their satisfaction the 
need for it. The $10 million is gone. 

Mr. Tuomas. For all practical purposes you had impounded from 
the 1951 appropriation $15,200,000 ? 

General Gray. $15,720,000. 


“SALARIES AND Expenses” REQUEST, 1952 


Mr. Tuomas. I notice you have a figure here on page 10 of the 
general statement, which is just, frankly, too fabulous; it is a work of 
art. I chased the figures around until 12:30 last night. You have 
got the whole Veterans’ Administration wrapped up here if you will 
take that and understand what you read. On page 10 of this statement 
I find this language: 

The appropriation requested under title “Salaries and expenses” for 
the 1952 fiscal year is $894,788,000. This is an increase of $4,428,200. 

I have a note here of 16.6, plus 4.4, making 21.2, which is over and 
above your 1951 budget. 

Instead of 4.4 million you have an increase of 21.2 million over your 
1951 budget. Is that not correct, Mr. Moore ? 

Mr. Moore. That is the total of the over-all budget; that is the 
amount available tothe Administration for obligation. 

Mr. Tuomas. The total actual request for 1952 is $21.2 million over 
and above what you had for salaries and expenses for 1951? That is 
correct, because I had it copied here on this paper. 

y 
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Mr. Moorg. That is correct. 

Mr. TxHomas. So that the figure $4,423,000 is in error to the tune 
of about $16.6 million ? 

Mr. Moore. Maybe I can state it this way, Mr. Chairman: Of the 
appropriation granted by the Congress, omitting the impounded 
funds, for our general administrative program there is a reduction 
for fiscal year 1952 of $42,942,537, under the amount appropriated 
by the Congress for 1951 and the medical program is increased by 
$47,365,737, making a net of $4,423,200 increase of appropriated funds 
over the 1951 fiscal year. Then, there was set aside $10,000,000 of 
impounded funds. 


PERSONNEL IN MepicaL, Hosrprran anp Domicmiary Care Program 


Mr. THomas. Now I am coming to where I was confused in your 
medical program. 

Your chart shows you have 688 employees in the District of Colum- 
bia, and in the third paragraph on page 11 is found this language: 

Medical, hospital and domiciliary care program, average employment, depart- 
mental, 1,489, at a salary cost of $7,541,500. 

Yet the chart shows 688. We now pick up the 1,489. Where is the 
other 700 figure? 

Mr. Moore. Dr. Press, please. 


BREAKDOWN OF DEPARTMENTAL EMPLOYEES 


Dr. Press. In the exhibit, in the other book on page 12, that is 
broken down: the 1,489 is broken down as follows: 

Mr. Tuomas. What I am asking about is on this big chart here, 
which has got 688, where you have a break-down by activities in the 
District. 

Mr. Moore. The 1,489 that you speak of covers the entire 8,000 pro- 
gram. What you just referred to is one section, the 688 for medical 
administration. 

Mr. Tuomas. This is departmental? 

Mr. Moore. That is right. 

Mr. Tuomas. For the medical department. Why was not the other 
seven hundred-odd put on this chart ? 

Mr. Moore. The other covers construction and supply and special 
services also. 

Mr. Tuomas. That is under Colonel Dryden’s chart ? 

Mr. Moore. Yes. 

Dr. Press. I can give you a breakdown of the 1,489. 

Mr. Tuomas. Very well. 

Dr. Press. Six hundred and fifty is charged to the Department of 
Medicine and Surgery. That is the projected figure you are looking 
at, 688. 

Mr. Moore. That is correct. 

Mr. Tromas. Yes. 

Dr. Press. Special services, 150. 

Mr. THomas. Special services is in addition to all the rest? 
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Dr. Press. No; that is a part of it. 

General Gray. It is the same figure. 

Dr. Press. This adds up to the 1,489. 

And under “Construction,” your “Construction and Supply” 689. 

Mr. Tuomas. I had a little trouble making the seven hundred-odd 
jive with the two programs where you get 749 on Colonel Dryden’s 
other activity. In special services you have got how many ? 

Dr. Press. Page 1 shows 154. That, again, is average employee set 
up and not positions for our purpose, Mr. Thomas. 

Mr. THoomas. What are they charged to, medicine and surgery ? 

Dr. Press. Those are included as part of the 8,000 program, but 
it consists of a little mit more than just the Department of Medicine 
and Surgery. It includes special services and Colonial Dryden’s cen- 
tral office staff. 

VA Turnover Rate 


Mr. THomas. Under “Construction and supply” you have 749. 
Under “Special service” you have 427 alone. This as a figure that 
is very alarming. The monthly turn-over of the Veterans’ Adminis- 
tration in the last 6 months of the calendar year 1950 was 2.58 percent 
per month. 

Off the record. 

Discussion off the record.) 

eneral Gray. The following is a statement with respect to turn- 
over. The vacancies as of the 11th of January were 362 doctors, 18 
dentists, and 465 nurses. 

The loss to the armed services up to February 15, 1951, was 123 
doctors, 226 residents of the total of 349, 46 dentists, and nurses 
321. 

(The following information was submitted later: ) 


The VA has lost a total of 4,262 employee reservists to active military duty 
since June 1950, broken down as follows: 2,416 doctors, residents, dentists, 
nurses and medical auxiliary personnel; 1,846 insurance, vocational rehabili- 
tation and education, finance, personnel, claims, construction and supply, ete. 
The attached chart shows a complete breakdown of losses. 

A decided increase within the past 60 days has been noted in the number of 
Reservists recalled to active military duty and deferments are granted by the 
military services only when requested by the Reservist concerned regardless 
of the needs of the VA. 

In addition the VA lost 612 employees in January 1951 and 824 employees 
in February 1951 to newly created and other agencies. Indications are that 
the losses for March will be much higher than those in January or February. 

A break-down by grade level of employees lost is not available: however, 
in general, VA losses have been evenly distributed from the lower grades to and 
including top-level positions. 

In many cases the VA has been able through constant effort to recruit and 
train employees to take over more responsible positions as vacancies occur; 
however, this has not been possible in occupations where extreme shortages have 
existed such as doctors, dentists, nurses, medical auxiliary personnel, and 
stenographers and typists. 
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Reservist recall to active military duty, June 1, 1950, through Mar. 15, 1951 
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Mr. Paturrs. How many hospitals do you expect to open up in the 
fiscal year 1952 which will require staffing ¢ 

General Gray. I have that right here, sir. I would like to insert 
right now, if I may, Mr. Chairman, those figures as to what our 
hospital program is. 


INcREASE IN PERSONNEL FOR Mepicat, Hosprran aNp Domicmaiary- 
Care PrRoGRAM 


Mr. Tuomas. I will read this into the record at this point: 

Medical, hospital and domiciliary-care program, average employment for the 
field, 129,328, at a salary cost of $424,091,300. This will provide total average 
employment in the medical, hospital and domiciliary care program of 130,817 
at a total salary cost of $431,632,800. 

This will provide an increase in employees for the medical, hospital and 
domiciliary program of 11,024 to care for an estimated increase in the average 
daily patient load of approximately 7,600— 
almost an employee and a half per day per new bed. 

General Gray. That is the ratio we are working on over-all. 

Mr. Tuomas. Is that 7,660 beds the total that is coming into opera- 
tion in 1952¢ 

General Gray. I will have to figure that up and give it to you. 
I do not have it right now. 

Mr. Tuomas. It is here in the record. I will point it out in a 
minute. I think that is a reasonable answer to Mr. Phillips. 


NUMBER OF DOCTORS AND NURSES 


Mr. Putuurrs. I think the point the General was making was you 
could put the figures down on paper, but what he wants to know is 
where are you going to get the doctors and nurses for the patients. 

General Gray. That is correct. It is a very serious problem. 

Mr. THomas. You want 73 for your medical office ? 

Dr. Press. Yes, sir. 

Mr. Tuomas. What is the total figure for 1951 of your doctors and 
dentists that you will have in the Veterans’ Administration / 

Dr. Press. On duty? 

Mr. Tuomas. And what you expect in 1952. 

General Gray. What we require? 
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Mr. Tuomas. Yes, how many you have on duty in 1951. 

Dr. Press. On December 31 we had on duty 4,010 full-time doc- 
tors, 4,543 part-time positions, 947 dentists, and we had on duty 13,- 
823 nurses. 

Mr. ‘THomAs. What will those figures be for 1952? Do you have 
an estimate there? 

Dr. Press. I have not with me. I can supply them for the record. 

Mr. Tuomas. Insert them in the record at this point. 

Dr. Press. Yes, sir. 

(The matter referred to is as follows :) 


Fiscal year 1952, June 30, 1952 





| | 
| Doctors Dentists | Nurses 





Full time - 4, 700 
EE ENO... opacmguccatedsivendneee~ciines 3, 767 | | 93 


| LT ee: a Pe ee le 
Mr. ANDREWS. pe many nurses did y you say / 
Dr. Press. 13,823, Mr. Andrews. 


CoMPENSATION AND PENSIONS 


Mr. THomas. Let us look at the table on compensation and pensions. 
That is on page 17 of the general statement. You request $2,223,400,- 
000 for 1952, which is an increase of $68,404,394 over 1951. 

These funds cover yellow-fever experiments, Mexican War claim- 
ants, Indian Wars claimants, Civil War claimants, Spanish-American 
War claimants, the Regular Establishment, World War I, World War 
II, emergency officers’ retirement pay, Public Law 16, subsistence, 
adjusted service, and dependent pay. 

We will insert at this point in the record page 17. 

(The matter referred to is as follows:) 


Compensation and pensions 


FUNDS AVAILABLE FOR OBLIGATION 





| Estimate 
| Increase (+-) or 











| decrease (— 
| Fiscal year Fiscal year | 1952 over 1951 
1951 1952 
Appropriation or estimate__.........._-- jewane $2, 147, 520,000 | $2, 223, 400, 000 +$75, 880, 000 
Prior-year balance available_................-- -~=--| 7, 475, 606 Sig —7, 475, 606 
Total available for obligation. .___.__- - _...| 2,154, 995,606 | 2, 223, 400, 000 +68, 404, 304 
OBLIGATIONS BY STANDARD CLASSIFICATION 
Yellow-fever experiments. __- $6, GOO 2 iat ? 
Mexican War ‘ ee AAT ie 9, 690 —$1, 662 
Indian Wars ; dei ‘ sin 1, 5s 1, 266, 357 —186, 366 
Civil War eieora ‘ 5 , 9 4, 693, 200 —963, 798 
Spanish-American War__....-- a er j ; 149, 386, 344 142, 815, 816 —6, 570, 528 
Regular Est: - ne SE seit i 57, 651, 492 68, 298, 132 | +-10, 646, 640 
World War I fos a se . 7 624, 897, 113 685, 737, 600 +6), 840, 487 
World War II_- endeaihtbe => 1, 176, 773, 153 1, 236, 304, 553 | +59, 531, 400 
Emergency officers’ retirement ps ay. . - . 4, 224, 210 4,131, 996 —92, 214 
Public Law 16, subsistence__. : , 134, 927, 877 80, 130, 698 —54, 797, 179 
Adjusted service and dependent pay- naan 8, 344 5, 958 -2, 386 





Bi EE er 995, 606 | 2, 223, 400, 000 | +68, 404, 394 
/ ! 
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The explanation and justification of appropriation estimates which you have 
before you explains in detail the purpose of this appropriation and the meth- 
ods of computing requirements by category. The tabulations immediately 
preceding this text present a summarization of the amounts required for pay- 
ment to veterans of the various wars, with a comparison between the amounts 
required for fiscal years 1951 and 1952. It should be noted that the amounts 
listed above do not include the supplemental estimate of $42,456,348 for 1951 
which has been submitted to the Bureau of the Budget and which is scheduled 
for submission to Congress later this spring. This amount, when added to the 
total of $2,154,995,606 now available for the current year, will permit obliga- 
tions of $2,197,451,954 during 1951. 


SPANISH-AMERICAN WAR VETERANS 


Mr. Tuomas. I notice the amount for the Spanish-American War 
has decreased $6,570,000 from the amount of $149,386,344, leaving a 
total of $142,815,816 for 1952. That is going down at a very mild 
pace; is it not? 

General Gray. Mr. Chairman, when I first described these statis- 
tics the Spanish-American War veterans as shown the year before 
last were 119,000 in number. The figures I have now show 114,000. 

Mr. THomas. Why the increase? 

General Gray. No; from 119,000 they go down to 114,000. 

Mr. Tuomas. I have here $142,815,000. 

General Gray. I am talking about the individual men. I said the 
number was going down, and I said, as I remember it, that in about 
2 years the total would go down about 5,000. 

Mr. Putuirs. Is that increasing each year? 

General Gray. No, sir; a decrease, from 119,000 to 114,000. 

Mr. Puiiures. These rates are coming down very rapidly ¢ 

General Gray. I do not have these figures ahead of these 2 years, 


INCREASE FOR PRESENT ARMED FORCES 


Mr. Tuomas. Here is a $10,000,000 increase for the Regular Es- 
tablishment which gives the figure of $68,298,132 for 1952 as compared 
to $57,651,492 for 1951. What is included in the Regular Establish- 
ment ¢ 

Mr. Howarp. That includes our present Armed Forces, Mr. Chair- 
man. 

Mr. Tuomas. Where they retire with disability ? 

Mr. Howarp. Yes; they are included in that, if the veteran files 
a claim for disability compensation, and is found entitled. 


DECREASE IN CIVIL WAR CLAIMS 


Mr. Tuomas. I notice the Civil War only went down $963,798, 
which leaves you for 1952 with an estimate of $4,693,200. 

Public Law 16 subsistence is off $54,797,179 which leaves for 1952 
$80,130,698. 

General Cray. Mr. Chairman, as an illustration, as of the end of 
the year in the Civil War we had 9,804 widows and 13,838 children 
of Civil War veterans. 
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INCREASES, WORLD WARS I AND II 


Mr. Tuomas. How do you account for your increases in World 
Wars I and II, an increase of $60,000,000 for World War I, and an 
increase of $59,000,000 for World War TI, which make World War II 
go up from $1,176,7 73,153 to $1,236,304,553 for 1952 ¢ 

Mr. Howarp. We are placing more on the roll each year, Mr. eae 
man, and also the average payment goes up from year to yea 

Mr. Tuomas. Under which classification are you placing <i on 
the roll ? 

Mr. Puiiuirs. Especially the World War I veterans. 

Mr. Tomas. Those of World War Land World War IT. 

Mr. Howarp. Mr. Chairman, most of the World War I veterans 
going on the rolls at the present time are nonservice. 


MAXIMUM BENEFITS 


Mr. Anprews. What is the maximum benefit we pay them ¢ 

Mr. Howarp. $72 if a man has been on the roll permanent and total 
for 10 years, or is 65 years of age. Otherwise the rate is $60 a month. 

Mr. Tuomas. What about World War II, just in what classification 
are they going on ¢ 

Mr. Howarp. Service connection, and also part II benefits. 

Mr. Tuomas. What is that ? 

Mr. Howarp. Non-service-connected pension. 

Mr. Tromas. Well, the compensation angle is going up too, is it 
not ¢ 

Mr. Howarp. Yes, sir. 


DEFICIENCY REQUEST, 1951 


Mr. Tomas. You presented here the other day a deficiency for 
$42.456,000 ; is that correct ? 

Mr. Howarp. No, sir; we reduced that estimate, if you recall. 

Mr. Tromas. It is down to about $26,000,000 ? 

Mr. Howarp. Yes, sir; $26,618,000. 

Mr. Puituies. I do not understand that Regular Establishment 
here. Do we pay only for disability or regular pensions, or does the 
Army budget have that in it ? 

Mr. Howarp. Where a veteran of the Regular Establishment files 
a claim for compensation, and he is found entitled, we pay 
compensation. 

Mr. Puituips. We have no regular pensions for the Military Estab- 
lishment in this? 

Mr. Howarp. No, sir. 

Mr. Puturrs. It seems to me like a large sum of money. 

Off the record. 

(Discussion off the record. ) 


READJUSTMENT BENEFITS 


_Mr. Tuomas. We will insert in the record at this point page 19, 
“Readjustment benefits.” 
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(The matter referred to is as follows :) 


Readjustment benefits, VA 
FUNDS AVAILABLE FOR OBLIGATION 





Estimate 
Increase (+-) or 
l decrease (—) 
Fiscal year | Fiscal year 1952 over 1951 
1951 1952 








Appropriation or estimate. -_-.._- $2, 505, 600, 000 $1, 211, 640, 000 











Available from prior year......---..-------------------. | 93, 064, 188 | 317, 306, 791 
Total available for obligation. --____..- aes | 2, 598, 664, 188 1, 528, 946, 791 | —1, 069, 717, 397 
Balance available in subsequent year-._.........----...| —317,306,791 |_..--.-.--- = +317, 306, 791 
Total obligations. __.._.__- : ewanepeknes 2, 281, 357, 397 "1, 528, 946, 791 | —752, 410, 606 


OBLIGATIONS BY STANDARD CLASSIFICATION 





Education and training: H 

















Subsistence allowance....____- ate MPSA ke Re $1, 499, ous, 500 | $978,735,000 | —$520, 613, 500 
Ea ae 3 27, 681 | —203, 422, 
i ER ; A Se es 20, 000 | —4,5 
28S eee ; had a _ 87, —{ 500 37, 275, 000 | a, 8 
Total education and training PPLE. 2, 158, 053, 000 | a, 409, 657, 681 —, 748, 395, 319 
Loan guaranty: | ; 
Coops cnt A ER CPE 80, 820, 000 76, 252, 000 —4, 568, 000 
Guaranty losses Sen es Sone Se 13, 670, 000 17, 349, 000 +3, 679, 000 
Property acquisitions. Me ee cueioul 10, 898, 000 15, 850, 000 +-4, 952, 000 
Mister iaee Serene. os. nn onan nee 105, 388, 000 | 109, 451, 000 +4, 063, 000 
— — = —— —— — 
Readjustment allowance: 
nemployment allowances. - . -- } 16, 560, 000 9, 315, 000 —7, 245, 000 
Self-employment allowances. - - = hcaameaae 1, 356, 397 523, 110 —833, 287 
Total, readjustment allowance. -- 1, 916, 397 } 9, 838, 110 | 





Grand total obligations. -...___.- 2, 281, 357, 397, ee" 528, 946, 791 | —752, 410, 606 








The appropriation estimate in the amount of $1,211,640,000 for 

952 fiscal year under this title will provide funds for carrying out 
the purposes of Public Law 346 as amended. In addition to the 
amount of appropriation requested, it is expected that a balance of 
$317,306,791 will be unexpended at the close of the current fiscal 
year so that the total amount available for obligation will be $1,528,- 
946,791. 

This deals with Public Law 16 and Public Law 346, does it not? 

Mr. Howarp. That is Mr. Stirling’s. 


DECREASE IN 1952 REQUEST 


Mr. Tuomas. Mr. Stirling, under education and training the 
amount requested for subsistence allowance for 1952 is $978,7 35,000 
which shows a decrease of $520,613,500 as against 1951; tuition goes 
down $203,422,000, supplies go down $4,532,000, and equipment 
goes down $19,827,000. We have a total here for education and 
training for 1952 of $1,409,657,681, which is a decrease from 1951 
of $748, 395,319. 

What is this based upon ? 

Mr. Stirtinc. Upon the reduction in the number of men going into 
training. 
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Mr. THomas. Good times, and so forth? 
Mr. Sriruine. Yes, sir. 


UNEXPENDED BALANCES, 1950-51 


Mr. Tuomas. From 1951 you had an unexpended balance of $93,- 
064,188, is that correct ¢ 

Mr. Baker. From 1950. 

Mr. THomas. 1950 or 1951. 

Mr. Baxer. That was from 1950. 

Mr. Tuomas. It is $317,306,791 from 1951. 

Mr. Baker. Yes, sir, that is right. 

Mr. Tuomas. We cannot reappropriate that, can we? 

Mr. Moore. It is reflected in the total request. 

Mr. Tuomas. Sir? 

Mr. Moore. It is reflected in the total request; we took that into 
consideration. 

Mr. Tuomas. I am afraid you are right. 

Anyway, we did give you $317,000,000 too much money for this 
purpose ¢ 

Mr. Baxer. Yes, sir, that is right. 

Mr. Tuomas. The question is, Brother Stirling, how bad did you 
miss your guess this year? Can we take off here about $400,000,000 ? 

Mr. Srirtinc. For title 11 for 1952? 

Mr. Tuomas. Yes. 

Mr. Srirtrng. No, sir. 

Mr. THomas. How much ? 

Mr. Srrrumnc. None. 

Mr. ‘Tromas. That is what you told us last year and the year 
before last. 

Mr. Sriruine. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. This matter is entirely an estimate. It depends upon 
the general economic trend throughout the country, world trends, and 
so forth, and the amount can vary 15 percent up or down, is that 
correct ? 

General Gray. That is correct; yes, sir. The law provides for it, 
and it all pretty much depends on how many show up to get it. 


LOAN GUARANTY 


Mr. Tuomas. Under the Loan Guaranty Section the estimated cost 
of gratuities for 1952 is $76,252,000, which is a decrease from 1951 of 
$4,568,000. On the guarantee loss it shows an increase of $3,679,000 
from $13,670,000 in 1951, or a total of $17,349,000. What about this 
cost of gratuities; what is that for ? 

General Gray. Mr. Kelsey. 

Mr. Kersey. That represents payments of the so-called 4 percent 
gratuity on 500,000 home loans at $151 each, 5,500 farm loans at $64 
each, and 12,500 business loans at $32 each, which makes up that total. 

Mr. Tuomas. Are not those three items dropping off considerably 
in 1952 over 1951 ? 

Mr. Kesey. Yes, sir; this takes that in consideration. 
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Mr. Tuomas. They are only dropping off 414 percent, and it ought 
to be nearer 15 percent, should it not 2 

Mr. Kersry. As a matter of fact the 1952 figures you have are much 
less than our most recent experience. Just prior to the credit re- 
strictions there was a tremendous bulge in this loan guaranty activity. 
As of January 31 our average applications monthly for loan guaranty 
have been 56,508 for the 1951 fiscal y ear to that date. 

Mr. THomas. You told me this morning the number was 42,000. 

Mr. Kersey. Those are round figures for the 1952 fiscal year. 

Mr. Tuomas. There is a lot of difference between 56,000 and 42,000. 

Mr. Kersey. This 4 percent gratuity is based on the estimate 
roughly of 42,000 per month. 


PROPERTY ACQUISITION COSTS 


Mr. Tuomas. What about: your losses here under property acqui- 
sitions guaranty losses? The property acquisition costs are $15,850,000 
for 1952, an increase of $4,952,000 over 1951. General Gray was tell- 
ing and you were telling last year and the year before last that these 
loans were gilt-edged and that they were paying off right on the 
button, and all of a sudden we have some inflation where property 
values are going up, and in spite of that you have reversed your view. 
It ought to be in the other direction where properties are worth more 
today than they were when they were built 2 or 3 years ago. 

Mr. Ketsry. That is probably so, Mr. Chairman, in the majority of 
cases, but the actual amount of money estimated for claims paid and 
property acquisitions is on just about the same percentage base as it 
has been in the last 2 years. In other words, let’s use a figure such as, 
roughly, 1 percent, it is a little less than that. We will have put on 
our books for this fiscal year somewhere in the neighborhood of be- 
tween 600,000 and 650,000 additional loan guaranties, so that with 
the same percentage of casualties you will still have the larger number 
on which claims must be paid. 

Mr. Tuomas. Your home transactions account for about 94 percent 
of the total 

Mr. Ketsry. 97 percent. 


VALUE OF VA LIABILITY UNDER LOAN GUARANTY 


Mr. Tuomas. As of the most recent date you have, what is the 
total outstanding liability of the Veterans’ Administration under 
that program ¢ 

Mr. Kersey. Right now, sir? 

Mr. Tuomas. Yes, sir. 

Mr. Kersey. The loan guaranties are just in excess of $7,000,000,000, 
The amount of loans that have been made is just over $14,070,000,000, 
In round figures on $14 billion total loans made, our contingent 
liability is about $7 billion. 

Mr. Tuomas. FHA put up the rest ? 

Mr. Keusry. No, sir; FHA does not have anything to do with it. 

Mr. Tuomas. How do you reduce that figure from $14 billion to 
$7 billion ¢ 

Mr. Ketsry. Until Public Law 475, Eighty-first Congress was 
enacted we could not guarantee more than 50 percent of the loan. 
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Mr. Tuomas. Does not FHA get the other part ? 

Mr. Kersey. At one time under the so-called combined loan section, 
505, under Public Law 346, Seventy-eighth Congress, as amended, 
there could have been a first mortgage insured by the Federal Hous- 
ing Administration and a second mortgage guaranteed by the Vet- 
erans’ Administration, but that section has been repealed. 


AMOUNT OF DIRECT LOANS, 1951-52 


Mr. Tuomas. You are making direct loans. What is the total of 
your direct loans in 1951, and the estimated total for 1952? 

Mr. Kersey. The total amount of direct loans for 1951 is estimated 
roughly, at $75,000,000. 

We have committed roughly $43,000,000 as of the current date, but 
that authorization expires on June 30, 1951, and so we have no estimate 
except for a small carry-over of business to 1952. 

Mr. Tuomas. Is that 80 percent, 90 percent, or 100 percent in the 
case of the direct loans? 

Mr. Kexsry. Those loans could have been 100 percent loans until 
the credit restrictions were recently imposed. 

Mr. THomas. As a matter of fact they were 100 percent loans, and 
that was the purpose of it, was it not ? 

Mr. Ketsry. Yes, sir, but the same credit restrictions have been im- 
posed on the direct loans as on the guaranteed or insured loans. 

Mr. THomas. This cut it down to 80 percent if it is under $10,000. 
That is Regulation X, what FHA calls Regulation X. 

Mr. Ketsry. Ours came about as a consequence of Regulation X 
by the Federal Reserve Board, but we have a regulation number which 
I could give you. 


AMOUNT OF ADVANCES 


Mr. ToHomas. What is the amount you are advancing on them now, 
80 percent ¢ 

Mr. Kexsey. If the transaction price is $5,000 or less, the down pay- 
ment is 5 percent. I can give you a table if you would like. 

Mr. Trromas. You might just give it to us. 

Mr. Keusry. It is about 5 percent up to around $5,000 or $6,000. 

Mr. Trromas. It is a 95 percent loan, then? 

Mr. Keisrey. Yes, sir, and it goes up to about 11 percent on a $9,000 
transaction price which represents an average purchase price. 

Mr. Tuomas. The FHA makes them for about 83 or 84 percent ? 

Mr. Kersey. The differential in favor of veterans is no less than 5 
percent, and it runs to 10 percent. In other words, the down pay- 
ment of the veteran is less. 

Mr. Tromas. That is the program under $6,000. What is the next 
step / 

Mr. Yates. What is the maximum amount that can be loaned ? 

Mr. Kersry. That depends upon the price of the house. 

Mr. Tromas. You just gave us 95 percent on a house under $6,000. 
What about those over $6,000 ? 

Mr. Kesey. On a $10,000 house the down payment is 13 percent, 
and it goes up rather rapidly until it reaches 45 percent when you 
reach a house worth $24,250. 
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Mr. Tuomas. In all of the programs what differential is there be- 
tween the Veterans’ Administration and FHA ? 

Mr. Ketsry. At least 5 percent, and that runs to 10 percent in houses 
priced between $6,000 and $12,000, 

Mr. Tuomas. How do your collections compare with FHA ? 


REPAYMENTS 


Mr. Kersry. Of course, when you speak of collections, I believe you 
may be referring to repayments. 

Mr. Tuomas. Amortization of the mortgage; call it whatever you 
want to. 

Mr. Kesey. I think our collections in that respect, which, of 
course, are payments made to the lenders favorably compare with 
FHA or conventional lending. 


PROPERTY ACQUISITIONS COST 


Mr. Tuomas. Well, now, take the 1952 property acquisitions of 
$15,850,000. What is that $15,850,000 going to be spent for? 

Mr. Keusry. That will be spent, Mr. Chairman, for the actual ac- 
quisitions of property. If there has been a default, under the law the 
lender may sr to convey the property to the Administrator, and 
if we believe that it would be to our advantage to take the property 
and dispose of it ourselves the property is taken over by the Veterans’ 
Administration. 

Mr. Tuomas. How do you arrive at that figure of $15,850,000? 

Mr. Krutsey. That is based on our experience to date. 

Mr. Priues. I still do not see why you have a deficit on that 
program. 

Mr. Tuomas. How do you arrive at this $15,850,000? What are 
the elements of cost involved; how much court costs, how much legal 
cost, and how much service cost, and how much in repair costs are 
there? 

Mr. Ketsry. That figure is inclusive. I do not have a breakdown 
of all of those items, Mr. Chairman, but some of those cases are 
handled by brokers, or most of them, as a matter of fact. 

Mr. Tuomas. What is the fee which you pay the broker; what is 
your yardstick of measuring that fee? 

Mr. Ketsry. That fee is usually, I believe, around 5 percent, but 
there are certain individual charges that may be made in certain cases. 

Mr. Tuomas. Five percent of what; the acquisition cost ? 

Mr. Kersey. Yes; 5 percent of the acquisition cost. 

Mr. Tuomas. At the present market value or what ? 

Mr. Ketsry. Of the selling price. 

Mr. Ovom. What you get by selling the property will not be re- 
flected in the deductions from the acquisition cost. 


Mr. Kesey. No. 


PROPERTY REPOSSESSIONS, 1951-52 


Mr. Tuomas. How many houses does this $15,800,000 reflect that 
you are going to repossess or acquire in 1952 ¢ 

Mr. Kersey. 4,018 homes, 127 pieces of farm property, and 85 pieces 
of business property. 
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Mr. Anprews. How much did you have in 1951? 
Mr. Kersey. 2,763 homes, 87 farms, and 58 business properties. 
Mr. ANpreEws. You anticipate that you will have about twice the 
number in 1952 as you had in 1951? 
Mr. Ketsry. Roughly 50 percent more, based upon our most recent 
experience. 
AVERAGE LOSS PER REPOSSESSED UNIT 


Mr. THomas. How much loss per unit was there on a farm, a city 
house, or what not? k 

Mr. Kersey. Our losses on claims paid per given.risk has been just 
less than one-half of 1 percent on home properties, and on business 
properties it has been obviously somewhat higher than that because of 
the greater risk in personal property. That has run somewhere in the 
neighborhood of 614 percent, and on the farm loans the loss has been 
about 2 percent because there, again, we have personalty more than 
real estate. 

Mr. Tuomas. Are the checks for the payment of these loans made 
directly on the Treasury ¢ . 

Mr. Ketsey. Yes, sir; so far as any payments of Veterans’ Admin- 
istration liability are concerned. 

Mr. THomas, You do not have a revolving fund set up for this 
purpose ¢ 

Mr. Ketsry. No, sir; we pay directly from the Treasury, and any 
money that comes in is deposited in miscellaneous receipts in the 
Treasury. 

Mr. Tuomas. And your total loss to date dollarwise is what? You 
said on homes it was less than one-half of 1 percent; on farm prop- 
erties 2 percent; and on business loans, 614 percent. Is that correct, 
Mr. Kelsey ? 

Mr. Kersey. Yes, sir. The total claims to date on homes 

Mr. THomAas (interposing). With a $7 billion liability, you are going 
to check up a loss of how much—650,000 ¢ 

Mr. Ketsry. Cumulative to date, from the beginning of the program 
all of the claims paid have totaled a net expenditure of only $22,382,000, 
and that is subject to recoveries from the sale of the property or from 
actual recoveries from the veterans themselves when the indebtedness 
is established. 

Mr. THomas. Well, you have almost $16 million here now for acqui- 
sition cost. How much does that figure per unit to go out and get back 
one of these pieces of property here? Did you say it would be a total 
figure of $4,000 for 1952? TI believe that is the figure you estimated ? 

Mr. Kersey. Yes, sir; $4,230 in 1952. The average in that category 
is $3,813 for homes. 

Mr. Tuomas. It does not take $3,800 to go out and repossess one 
of these houses. 

Mr. Kersey. No, sir; that is the cost of acquisition and sale. In 
other words, we take over the amount which is still due on the prop- 
erty, and then sell it at some later date. 

Mr. THomas. And that $3,800 is drawn directly by you on the 
Treasury ; is it not? 

Mr. Kexsry. Yes, sir; that is right. 


80203—51—pt. 2-50 
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Mr. Tuomas. And it is not reflected in this $15,800,000. That is 
nothing but what you call normal administrative cost of the repos- 
session ¢ 

Mr. Kesey. Oh, no. 

Mr. Tuomas. What is it, then ? 

Mr. Ketsey. That is a direct charge against the appropriation for 
property acquired. Whatever administrative cost that there may be 
in the administration of this program 

Mr. THomas (interposing). Well, this is an appropriation, 

Mr. Ketsry. Yes, sir. 

Mr. ‘THomas. This is not a Treasury authorization, but this is a 
direct cash appropriation. 

Mr. Ketsey. Yes, sir; that is right. 

Mr. THomas. What does it figure per unit cost of appropriated 
funds for you to repossess one of these pieces of property ? 

Mr. Kevsey. That is the figure : $3,813 for a home, $2,771 for a farm, 
and $2,081 for a business property. 

Mr. THomas. Well, part of that $3,800 goes to pay off the indebted- 
ness; does it not ? 

Mr. Kersey. All of that, sir, goes to pay off the indebtedness. 

Mr. Tuomas. What about the administrative expense; where is that 
covered ¢ 

Mr. Kersey. That is under program 6000, expenses under the “Sal- 
aries and expenses” appropriation, 

Mr. Tuomas. Does that include court costs and legal fees ? 

Mr. Ketsty No, sir. 

Mr. Tuomas. And none of it is in this program here? 

Mr. Kersey. The fees paid to a broker would be in this, but not any 
of the costs of salaries of Government employees. 

Mr. Tuomas. What is your big element of cost? I am trying to 
get you to give us the break-down of a typical case and the cost 
involved there. Do you have a typical case? 

Mr. Kersey. No; I do not have. 

Mr. Tuomas. Can you give it to us from memory ? 

Mr. Kesey. Yes, sir. 

Mr. Tomas. What is the average fee you pay a broker? 

Mr. Kexsry. Somewhere in the neighborhood of 5 percent. That 
would be the approximate cost based on local brokerage fees. 

Mr. Tomas. Would you say that most of these houses would come 
within the $7,500 class? 

Mr. Ketsry. Yes, sir; that is, somewhere between $7,000 and $9,000 
would be our average-price house under a loan guaranty. 

Mr. Anprews. What did you say the repossession cost of a house 
was; $3,813 and what? 

Mr. Ketsey. $3,813. 

Mr. Anprews. $3,813. 

Mr. Kersey. That is in addition to the amount that has been paid 
on the claim. 

Mr. Anprews. Can you not give us a concrete example there and 
tell us what items of cost make up that $3,813 which you mentioned ? 

Mr. Ketsry. In other words, take a $7,000 house. Now, let us sup- 
pose, to make an example here that there was a default without any 
decided to convey the property to the Veterans’ Administration 
paid its 50 percent guaranty, which would be $3,500. Then the lender 
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decided to convey the property to the Veterans’ Administration rather 
than sell it and try to get the additional amount still due him from 
the property. 

Mr. Anprews. For a fair value? 

Mr. Kesey. Yes, sir. I will furnish a typical example in detail 
tomorrow. 

Mr. Puiuuirs. I still do not see why they cannot move them without 
having a deficit on them. 

Mr. THomas. What rate of interest do these notes bear ‘ 

Mr. Kersey. The interest is not to exceed 4 percent, which means 
they are practically all at 4 percent. 

Mr. Tuomas. We are in an inflated market, with property going up 
practically all of the time. How old are these houses that you are 
going to take back in 19524 

Mr. Ketsry. A large percentage of them are old houses. Up until 
the last year or two a great majority of the homes bought by veterans 
were what we call existing housing, which in many cases were from 
10 to 30 years old. Some ‘of these acquisitions in 1952 will be houses 
that were new within the last 4 or 5 years. 

Mr. Anprews. Mr. Kelsey, once the Veterans’ Administration takes 
title to the property, you do not spend any money on it; do you? 

Mr. Kesey. Yes, for maintenance and protection until sold. 

Mr. ANprews. The lender, as I understand it, has the option of turn- 
ing the property back or taking it himself and selling it ¢ 

Mr. Keusry. That is right. 

Mr. Anprews. And, if he takes it back and sells it, you do not have 
to spend any money on it; do you? 

Mr. Keiser. No; we pay only the amount due under the guaranty. 
To use an example of that kind of situation, let us take a $7,000 house 
on which we paid $3,500. If the weave should sell at $6,500, he gets 
$6,500 from the sale. We have put up $3,500 on the house on which 
there was a loan of $7,000. All the Sander needed to make him whole 
was $7,000; so he returns $3,000 to the Veterans’ Administration, and 
our net loss on that transaction was $500. 

Mr. Yares. Is that the usual p ractice ? 

Mr. Ketsry. Yes, sir. 

Mr. Anprews. I mean, by that, do you find that there is a surplus 
on the sales of these houses? Do you try to make the guaranty so 
that there is something returned to you? 

Mr. Kesey. Yes. Asa matter of fact, that is almost without ques- 
tion the condition exc ept on personal property. We have a higher 
percentage of loss on such things as taxicabs, trucks, and that type of 
personal-property loans. 

Mr. Anprews. In other words, with respect to real estate, you have 
not suffered any significant losses yet ? 

Mr. Kersry. I would say not, except that it amounts to some mil- 
lions of dollars. 

Mr. Thomas. Eight-tenths of 1 percent on $7 billion is not exactly 
chicken feed, is it? 

Mr. Ketsry. As a matter of fact, our total net payments to date 
have been roughly $22,000,000, with a program of over $7 billion in 
contingent liabilities, so that it does not seem to me that it is too 
severe in that respect considering that some further recoveries will be 
effected to reduce that amount. 
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READJUSTMENT ALLOWANCE 


Mr. Tuomas. What about your readjustment allowance payments 
of $9,838,110 for 1952, which is a decrease of $7,978,267 for the 52-20 
club for 1952 over 1951? 

You have self-employment allowance of $523,000 for 1952 against 
$1,356,397 for 1951. 

How do you arrive at your estimate here of $9,838,000 for 1952 for 
readjustment allowance / 

Mr. Keusey. That is based on approximately 9,000 payments per 
week, That is just less than $20 per week. 

Mr. Tuomas. They could very easily vary 10 to 15 percent up or 
down. 

Mr. Ketsry. Yes; I agree, and that is the same on the self-employ- 
ment, which is, of course, a pretty low figure, 453 a month. 


Mixtrary AND NAVAL INSURANCE 


Mr. Tuomas. The next item is military and naval insurance. You 
have an unobligated balance there of $398,918 that we can reap- 
propriate ? 

Br. Brernine. That is a continuing appropriation. 

Mr. Tuomas. I know it is a continuing appropriation, but what 
about your 1951 estimated $398,918 unobligated balance / 

Mr. Brerninc. The only appropriation we ask for is $6 million. 

Mr. Tuomas. That is in excess of what you used for 1951. Can that 
be reappropriated, or is it figured in your 1952 estimate? 

Mr. Brernrne. It is figured in the 1952 estimate. 

Mr. Tuomas. You want $6,398,918 here. What does that cover? 

Mr. Bretnina. That is for war risk insurance payments under the 
original War Risk Insurance Act, and also transfers to the United 
States life insurance fund on account of extra hazards in the military 
and naval service. 


Hospirat AND DoMIcILIARY FACILITIES 


Mr. Tuomas. At this point in the record we will insert page 23. 
S 
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(The matter referred to is as follows :) 


Hospital and domiciliary facilities 
FUNDS AVAILABLE FOR OBLIGATION 




















Estimate 
Increase (+) or 
decrease (—) 
Fiscal year | Fiscal year 1952 over 1951 
1951 | 1952 
Appropriation or estimate . im a Ee. $160, 000,000 | $28, 000, 000 | —$132, 000, 000 
Applied to contract authorization.......---.--------- —160,000,000 | —28, 000, 000 | +1 32, 000, 000 
Prior year balance available: | | 
Appropriated funds____----- cat : ahi 34, 572, 134 id — 34, 572, 134 
Contract authorization............-- Dison aibion | 547, 683, 852 


| —143, 427, 866 





Total available for obligation. _- : 582, 255, 986 404, 255, 986 | —178, 000, 000 
Balance available in subsequent year: “Contract t| 
authorization takodenioce ae. s] — 404, 255, 986 | 


+25, 000, 000 





TOG Girne DOIN es 5 os nn ons ace ccdcdnacce | 178, 000, 000 | 5, "000, 000 


OBLIGATIONS BY ACTIVITIES 








1, Hospital facilities, bed-producing projects: | 


(a) Construction of new hospitals -- -ecocs]? 9187, 200: 340 1 $9, 800,000 | —$127, 489, 240 

(b) Construction of additions to and conversions | | 
Ot Wistimy MONNEMESS co 55 2252552. ee 11, 618, 923 50, 000 | —11, 568, 923 
Total bed-producing projects..........---.-------- | __ 148, 908, 163 | 9) 850, 000 0 | —139, 058, 163 

2. Non-bed-producing projects: - | | 
(a) Construction of additions and betterments. . .| 7, 253, 524 | 6, 000, 000 | —1, 253, 524 
(b) Major repairs and replacements. -------------| 2, 746, 476 = 4 —2, 746, 476 
Pe Bea a co eytect te, SPE cal 
Total non-bed-producing projects _---- -| 10, 000, 000 | 6, 000, 000 | —4, 000, 000 

3. Construction of administrative facilities at “hospital | | 

FRR AG Jo eect ee Nile Aellk st Sabet was 4, 850, 000 150, 000 | —4, 700, 000 
4. Initial portable equipment _- F52b doe ncacbetauesukest 14, 241, 837 | 9, 000, 000 | --5, 241, 837 


Total direct obligations --....- ao a uipinrncoideepaieel 178, 000, | 000 | 25, 000,000 | —153, 000, 000 





Mr. Tuomas. For hospital and domiciliary facilities for 1952 you 
want $28, 000,000, not to pay for any new construction, but to pay for 
prior years’ contract authorization. There is no request here for 
funds for new construction for the fiscal year 1952, is that correct ! 

Mr. Dryven. That is correct, and that is cash to liquidate obliga- 
tions. 


UNLIQUIDATED OBLIGATIONS, 1952 
Mr. Tuomas. At the end of fiscal 1952, what will be your unliqui- 
dated obligations for your entire program—$456,000,000 ? 


Mr. Drypen. $432.5 million. That is the unfunded contract au- 
thorization at the end of the fiscal year. 


NATIONAL SERVICE Lire [INSURANCE 


Mr. Tuomas. The next is “National service life insurance.” We 
will insert page 25 at this point in the record. 
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(The matter above referred to is as follows:) 


National service life insurance appropriation, VA 


FUNDS AVAILABLE FOR OBLIGATION 





Estimate 
aA Increase (+) or 
| decrease (—) 
Fiscal year | Fiscal year | 1952 over 1951 
1951 1952 








| } 
A garenrietion orestimate. ... .. .i....<ccannceaccoi ese: $31, 600, 000 $66,795,000 | +$35, 195, 000 


Prior year balance available Se PN RL) RR ae Es Re aakegh 7 —12, 440, 016 
Payments received from non-Federal sources......_____- 608, 429 | 540, 302 —68, 127 
Total available for obligation. ..............._.-- 44, 648, 445 67, 335, 302 +22, 686, 857 


eS ae OR oes 44, 648, 445 67,335,302 | +22, 686, 857 


OBLIGATIONS BY STANDARD CLASSIFICATION 





| 


11. Grants, subsidies and contributions (payments to 


National Service Life Insurance Fund). --_--- $43, 749, 884 $66, 436,108 |  +$22, 686, 224 
12, Pensions, annuities and insurance claims. __________- 898, 561 899, 194 | +633 
Total obligations___.._.- SUSE EE Re SORA RS : 44, 648, 445 | 67, 335, 302 +22, 686, 857 





The appropriation estimate for this title for fiscal year 1952 is $66,795,000. It 
is also estimated that $540,302 will be received from payment of premiums 
directly to this appropriation, making a total amount available for obligation of 
$67,335,302. Total obligations during the 1950 fiscal year were $473,544,510. The 
amount presently available for the 1951 fiscal year will permit obligations of 
$44,648,445. However, there is a supplemental appropriation request pending 
before the Bureau of the Budget for additional funds for the current year in the 
amount of $44,270,000, which, if appropriated, will be available for transfer to 
the national service life insurance trust fund. This additional amount would 
provide funds for obligational purposes amounting to approximately $89,000,000 
against an estimated obligational requirement for 1952 of about $67,335,000. 
The narrative and the tables appearing on pages 299 through 302 of the explana- 
tion and justification of the appropriation estimates present a detailed analysis 
of the requirements for this appropriation. 

Mr. Tromas. The estimate for national service life insurance is 
$67,335,302 for 1952, which is an increase of $22,686,857. Do you 
have any funds here which we can reappropriate ¢ 


INCREASE DUE TO KOREAN SITUATION, 1951 


Mr. Bretnina. No, sir. As a matter of fact, we will probably need 
a lot more money this year because of the Korean incident. 

Mr. Tromas. What is this for? 

Mr. Bretnine. This, among other things, is for reimbursing the 
national service life insurance fund on account of the extra hazards of 
military and naval service. It also covers gratuitous insurance, as 
well as the so-called H insurance, which is issued under the appro- 
priation directly, likewise it covers direct payments, such as where 
there were medical rejections of applications because failure to com- 
ply with health requirements. 

Mr. Tuomas. In what shape is the fund now? How much did we 
appropriate to this fund 2 years ago? 

Mr. BrerninG. I think you are referring to the $467,000,000 appro- 
priated in 1950 fiscal year to make up certain deficits that were occa- 
sioned by the extra-hazard cases; also about $210,000,000 under the 
interest item. 
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Mr. Tuomas. Why such a rapid increase for 1952 over 1951—about 
50 percent ? 

Mr. Brernina. No, sir. My record shows the original estimate was 
$31,646,000 which omitted any amount for gratuitous insurance. Then 
it was revised to $75,000,000 on account of the inclusion of the gre 
tuitous insurance item which pertained principally to Philippine 
claims. Now, again, we will have to have to make another revision 
because of the Korean incident which will show this 1952 estimate to 
be a way too low. 

Mr. Tuomas. This is about $67,000,000 the way I have it here— 
$67335,000. 

Mr. Brernine. And this is $66,795,000. 

Mr. Tuomas. Do you have a deficiency pending for 1951? 

Mr. Brernine. We will have to have a deficiency. 


PHILIPPINE CLAIMS 


Mr. Tuomas. You have $44,270,000 ? 

Mr. Brerine. That was principally for the Philippines claims. 
Now we will have to substitute one for Korean claims. The Philip- 
pine claims have been reexamined. We find it is not necessary to 
have a supplemental appropriation under this item. 


VETERANS’ MISCELLANEOUS BENEFITS 


Mr. THomas. What about miscellaneous benefits to the tune of $44.- 
844,000, which is a decrease of $20,026,000? Do you have $21,244,000 
which we can reappropriate for 1951? 

Mr. Baker. That is the balance carried forward, which is reflected 
in our total requirements for 1952. 

Mr. Tuomas. We will insert page 26 at this point in the record. 

(The matter above referred to is as follows :) 


Veterans’ miscellaneous benefits, VA 


FUNDS AVAILABLE FOR OBLIGATION 








| Estimate 
ieee ts Sets 5 Site} Bpereaee (4) or 
decrease (— 
Fiscal year Fiscal year 1952 over 1951 
| 1951 1952 
Appropriation or estimate. _........--.-------- _ $71, 100, 000 $23, 600, 000 —$47, 500, 000 
Prior year balance available... ........-.-.........-..-.- 15, 014, 510 21, 244, 110 +6, 229, 600 
Total available for obligation ____..-....--- e 86, 114, 510 44, 844, 110 —41, 7 0. 400 
Balance available in subsequent year.-._----.--.----- —21, 244,110 |_- hol 21, 244, 110 
Total obligations................... ‘. ik a 64, 870, 400 44, 844, 110 —20, 026, 290 


OBLIGATIONS BY STANDARD CLASSIFICATION 


1. Burial allowances_-.........-.--- re 4 $13, 154, 000 $13, 777, 000 +$623, 000 
2. Vocational rehabilitation for disabled veterans: 

Tuition ‘ 35, 883, 000 22, 561, 300 | —13, 321, 700 

Supplies 945, 000 567, 000 — 378, 000 

Equipment gto ' a 3, 780, 000 2, 268, 000 —1, 512, 000 

Total, vocational rehabilitation a 3 40, 608, 000 25, 396, 300 —15, 211, 700 


3. Housing grants for disabled veterans ; 11, 108, 400 5, 670, 810 —5, 437, 590 


—=——— os 
Grand total obligations......_._-- es ae 64, 870, 400 44, 844, 110 — 20, 026, 290 





ee 
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$23,600,000 is requested under this title for fiscal year 1952 to provide funds 
to cover the cost of statutory burials; supplies, equipment, and tuition for 
Public Law 16 trainees; and homes for certain classes of seriously disabled 
veterans as authorized by part IX of Veterans’ Administration Regulation No. 
1 (a), as amended. It is also expected that there will be available at the 
beginning of fiscal year 1952 a balance of $21,244,110 carried forward from the 
current fiscal year, making a total amount available for obligation of $44,844,110. 
This amount compares with an expected expenditure during the current year of 
$64,870,400, a decrease of over $20,000,000 in expenditures from this appropria- 
tion. The amount required for burial allowances is expected to increase slightly 
in the fiscal year 1952 over the amount necessary during the current year. The 
actual number of allowances made in fiscal year 1950 for this purpose was 82,736, 
and it is estimated that there will be 84,320 in 1951, and 88,314 in 1952. 

Mr. Tuomas. Of course, what you want is $23,600,000 of fresh 
money, and we reappropriate $21,444,000 of 1951 funds? 

Mr. Moore. That is correct. 

Mr. Tuomas. What is this for? This is burial allowances; sup- 
plies, equipment, and tuition for Public Law 16 trainees; homes for 
certain classes of seriously disabled veterans, and so forth. That is 
the paraplegics. You could not reduce this about $5,000,000 or $6,- 
000,000 on the basis of some type of miscalculation, which is a very 
human thing to do? You are estimating for burial allowances. 
You have to do some guessing there. For vocational rehabilitation 
for disabled veterans, tuition, supplies, and equipment, your program 
alone is $22,561,000, which is a reduction of $13,321,000. 


HOUSING GRANTS FOR DISABLED VETERANS 


Then you have housing grants for disabled veterans of $5,670,000 
against $11,108,400 for 1951. In that regard, what is the most you 
can advance for these paraplegic houses ? 

Mr. Kexsry. $10,000. 

Mr. Tuomas. In the form of a direct grant? 

Mr. Ketsry. Yes, sir. 

Mr. Tromas. And then up to what amount on a 100-percent loan ? 

Mr. Kersey. We can guarantee a loan made by a lending institution. 

Mr. Tuomas. Up to $10,000? 

Mr. Keiser. Any amount of the difference between the purchase 
price and the amount of the grant. 

Mr. Tuomas. Then, if he wants a better house, with his own funds 
or his own borrowing ability or whatever you call it 

Mr. Ketsry. To put it another way, we can pay not to exceed 50 
percent of the cost, or $10,000, whichever is smaller. 

Mr. Tuomas. Isthata gift, a loan, a grant, or what ? 

Mr. Kersey. It is an outright grant under the Federal appropri- 
ation. 

Mr. Tuomas. Do you mean for a grant, a gift, or what? 

Mr. Kersey. You can call it a gift if you like. ; 

Mr. Tuomas. And they usually borrow some money from some lend- 
ing institution. They do not get a $10,000 house. The average cost 
is around $18,000 or $20,000 ; is it not? 

Mr. Ketsry. That is right. 

Mr. Tomas. And, since this is a grant, you have no authority 
to foreclose; do you? 

Mr. Kersey. No. 
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Mr. Tuomas. Or do you, in order to protect your grants? 

Mr. Ketsey. If it were a foreclosure, it would have to be by the 
lender. But there is no question of the Government’s protecting its 
grant in that kind of a case, as I see it. 

Mr. Tuomas. Well, here is a $20,000 house, and you give the man 
$10,000, and suppose he has paid $2,000 on it. Certainly the Govern- 
ment ought to go in there ad protect this to some extent. You would 
not permit a man, where the veteran only has $8,000 left to pay on a 
$20,000 house, move in and get the veteran’s $2,000 and your $10,000; 
would you ? 

Mr. Kersey. He cannot get over 50 percent or $10,000. 

Mr. THomas. Well, that is 50 percent. 

Mr. Ketsrey. So the Veterans’ Administration, the Government, has 
no right of subrogation in this type of transaction as it does where 
we guarantee the loan. 

Mr. Tuomas. That is what I am getting at. We just flatly lose. 
You give him the $10,000 and write it off the books ? 

Mr. Kersey. I think that is right, but Mr. Odom can correct me. 

Mr. Opom. That is correct. It is an outright grant. The Govern- 
ment has no further interest whatsoever in it legally. 

Mr. THomas. Well, the Government certainly ought to have an 
interest in it. 

Mr. Puiturrs. Would you buy the same veteran another house or 
give him more money ¢ 

Mr. Ketsry. No. There is only one grant. He can sell the house 
at any price he might choose to ask for it once it becomes his house. 

Mr. THomas. That is one thing. But suppose the Government puts 
$10,000 in this house and he borrows $10,000—and most any mortgage 
company would make a 50 percent loan, since the Government makes 
100 percent and 90 percent loans—and suppose he pays the mortgage 
down from $10,000 to $8,000. He has a $12,000 equity in it. Now, if 
finally something happens and it is foreclosed, do you mean to say the 
Government does not step in there and protect itself? It can certainly 
salvage 35 to 50 percent of the $10,000. 

General Gray. That is what the $10,000 grant to him was in the 
first place. The law specifies that if the paraplegic has a house he 
will be given by the Government up to $10,000. 

Mr. Tuomas. That is all true enough, but I am raising the point, 
in case he is foreclosed on that house and the Government has put 
$10,000 in it, it has no right, title, or interest in it as far as the gift 
is concerned; it is a gift, but it certainly is good business for the Gov- 
ernment to step in there and try to recoup that $10,000 or some part 
of it. 

General Gray. Not according to the law. 

Mr. Opom. We cannot if we have no mortgage on the property, 
any more than we have a right to recoup the payments. 

Mr. Tuomas. I understand. But certainly it is a wide loophole, 
and the law ought to be amended. 

Mr. Ovom. That is not all that is wrong administratively with that 
act. 

Mr. Tuomas. Well, that is enough right there. What else is there? 
Mr. Ovom. There is plenty else that gives us headaches on that law. 
Mr. Kersey. It is somewhat similar to the cars for amputees—a car 
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purchased by the veteran and paid for, and he can sell it or do any- 
thing with it the next day that he wants to. 

Mr. Tuomas. But there is a distinction there. You give it to him 
outright, and he is free to do with it as he pleases. 

Mr. Keusry. And so he is with this $10,000. 

Mr. Tuomas. Yes; but that goes to buy part of the house. 

Mr. Ovom. Not necessarily. He may have already bought the house 
and owes $10,000, and if we pay the $10,000 he gets his title clear. 

Mr. Tuomas. No doubt you have a good many cases like that and 
have a good many cases where he buys a $20,000 house and you put up 
$10,000 and there is a $10,000 mortgage hanging over it, and there 
must be a lot of cases where the mortgagor sooner or later is going 
to foreclose, and the Government’s $10,000 is gone, and the fellow who 
got the mortgage gets the benefit of it. Certainly the law ought to 
be amended so that in the case of foreclosure the Government can go 
in there and recoup. 

Mr. Ketsry. If the veteran should borrow $10,000 for the difference 
above the grant, the Veterans’ Administration could guarantee that 
loan as it guarantees other loans, and there would then arise the right 
of subrogation in a case of that kind. 

Mr. Putiurps. Let me carry that one step further. The most of these 
paraplegic houses are built somewhere in the near vicinity to a veter- 
ans’ hospital. Take around the Birmingham Hospital. There are 
quite a few of those houses. Would not they have a value? Could 
you step in there and take a house with the idea of using it for some 
other veteran who is a paraplegic and sell it to him? 

Mr. Kersey. My understanding is that we have no power in that 
respect. 

Mr. Onom. As far as I know, no such case has ever arisen. I have 
never heard of a foreclosure on a paraplegic’s house. 

Mr. Purures. That may be the answer to the whole thing. 

Mr. Opom. I have never heard of one. 

Mr. Tuomas. I was just fixing to ask for the record of foreclosures. 

General Gray. Mr. Jarnagin just leaned over my shoulder and 
whispered something to me which he might tell the committee. 

Mr. Jarnacin. Those men have an income of about $360 a month, 
if they get the maximum for paraplegics. 

General Gray. That is the answer. 


GRANTS TO REPUBLIC OF THE PHILIPPINES 


Mr. Tuomas. The next is “Grants to the Republic of the Philip- 
pines.” We will insert page 28 in the record at this point. 
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(The matter above referred to is as follows :) 


Grants to the Republic of the Philippines 
FUNDS AVAILABLE FOR OBLIGATION 





a 
| Estimate | 
- _______| Increase (+) or 
| decrease (—) 
| 
| 








Fiscal year | Fiscal year | 1952 over 1951 

1951 1952 | 

| | | 
Appropriation or estimate_................. Loe $3, 285, 000 $1, 100, 000 | —$2, 185, 000 
Prior year balance available. ..............._- 3 Bai 4 9, 400, 000 | 7, 400, 000 | — 2,000, 000 
Total available for obligation. .._.__- : Leake! 12, 685, 000 | 8, 500, 000 | —4, 185, 000 
Balance available in subsequent year_............--___- | —7, 400, 000 |___- See, +7, 400, 000 
Unobligated balance, estimated savings.___- Banh —2, 635,000 |... ss | +2, 635, 000 


Co ERE AALS A LRP IL 2, 650, 000 8, 500, 000 +5, 850, 000 





OBLIGATIONS BY STANDARD CLASSIFICATION 


| 








1. Construction and equipping of hospitals. <crennunel $2, 000, 000 | $7, 400, 000 4+-$5, 400, 000 
2. Medical care and treatment of veterans. __._.._._____! 650, 000 | 1, 100, 000 +450, 000 
Wet I a inidincnc pe boi de bo cncds sakes 2, 650, 000 8, 500, 000 | +5, 850, 000 


Funds in the amount of $1,100,000 are requested under this title for the 1952 
fiscal year in order to carry out the provisions of Public Law 865, Eightieth 
Congress, which authorizes treatment and medical care for Philippine veterans. 
This amount will be used to make grants to the Republic of the Philippines to 
cover the cost of medical care and treatment of eligible veterans. Public Law 
865 authorized an appropriation of $22,500,000 for hospital construction and 
$3,285,000 annually for 5 years for medical care and treatment. Congress has 
heretofore made available $9,400,000 for construction of hospital facilities, and 
it is expected that $2,000,000 of this amount will be expended during the current 
fiscal year, and $7,400,000 will be expended during the 1952 fiscal year for con- 
struction costs. $163,000 was obligated during the 1950 fiscal vear for medical 
care and treatment of Philippine veterans. $650,000 is estimated to be required 
during the current year and $1,100,000 during the 1952 fiscal year for this purpose. 
The estimated unobligated balance of $2,635,000 for the 1951 fiscal year has been 
placed in reserve under the provisions of section 1214 of the 1951 fiscal year 
appropriation act. 


INCREASE FOR 1952 


Mr. Tromas. The amount for 1952 is $8.5 million, which is an in- 
crease of $5,850,000 over 1951. That is for the construction and equip- 
ping of hospitals, and medical care and treatment of veterans. What 
was the total authorization—$22.5 million for hospital construction ? 

Mr. Baxer. That is right. 


ANNUAL AMOUNT FOR MEDICAL CARE 


Mr. THomas. And $3,285,000 annually for 5 years for medical care 
and treatment; is that correct ¢ 
Mr. Corrirr. That is correct. 


FUNDS RESERVED, 1951 


Mr. THomas. What is the unobligated balance so far? 

Mr. Moore. We have placed in reserve this year $2,635,000 which 
will not be spent in 1951. 

Mr. THomas. Is it the plan of the VA to go ahead and obligate that 
some $26 million altogether ? 
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AUTHORIZATION FOR HOSPITAL CONSTRUCTION 


Mr. Moore. It is $22.5 million authorized for the hospital 
construction. 

Mr. Corsirr. It is $9.4 million actually appropriated for the con- 
struction of hospitals. 

Mr. Puuuirs. Is that an outright grant to the Philippines, or do 
we build the buildings and operate them ¢ 

Mr. Tuomas. It is an outright grant to them. 

Mr. Puiuirs. Who authorized that plan? 

Mr. Anprews. You did in the Eightieth Congress. 

Mr. Tuomas. At the end of fiscal 1952, what will be your unliqui- 
dated balance for the hospital construction program and for medical 
care? You have about a $26.5 million outside liability for both pro- 
grams. 

Mr. Corsrrr. Two million dollars will be obligated for the current 
fiscal year, and $7.4 million is expected to be obligated during the fiscal 
year 1952. 

OBLIGATIONS FOR MEDICAL CARE 


Mr. Tomas. For medical care you have $1.1 million obligated for 
1952 against an authorization of $3,285,000; so that you have used 
just about one-third of it. 

Mr. Baxer. That is right. 

Mr. Tuomas. What about hospital construction where you have 
$7.4 million obligated for 1952? 

Mr. Puituires. It is expended. 

Mr. Tuomas. That is what they intend to obligate or spend. 

Mr. Corsrrr. That is right. 


OBLIGATIONS FOR HOSPITAL CONSTRUCTION 


Mr. Tuomas. So, for 1951 and 1952 you have obligated about 
$9.4 million of your $22.5 million for hospital construction. Do you 
intend to go through with that program to the extent of the $22.5 
million ¢ 

Mr. Corsrrr. No, sir. As I said, we expect to obligate $9.4 million. 
That is the amount actually appropriated for the construction of one 
hospital in Manila. On March 13, 1950, General Gray sent to the 
Philippine Government through our office in Manila preliminary plans 
for a 776-bed hospital with the understanding that before construc- 
tion actually starts we have a right to modify the plans depending 
upon the demonstrated need. 

Mr. Tuomas. What is the total construction cost of that hospital ? 

Mr. Corsrrr. $9.4 million. 

Mr. Tuomas. Can we rescind the unobligated balance there of 
about $13 million ? 

Mr. Corsrrr. That is just an authorization of $22 
grant-in-aid bill. 

Mr. Tuomas. That is an authorization. That is what I am talking 


about. Do you intend to use all of the authorization of $22.5 million ¢ 

Mr. Corsrrr. So far, the Philippine Government has not demon- 
strated to the Veterans’ Administration that there will be a need 
beyond the hospital now planned. 


J 


million in the 
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Mr. Pures. We would not get any money; we would just prevent 
further expenditures. 


MISCELLANEOUS APPROPRIATIONS AND FUNDS 


Mr. Tuomas. The next is miscellaneous appropriations and funds. 
We will insert page 29 in the record at this point. 
(The matter above referred to is as follows :) 


MISCELLANEOUS APPROPRIATIONS AND FUNDS 


The statements which follow present information on activities under certain 
miscellaneous accounts for which no appropriations are requested for the 1952 
fiscal year. The information is included in order that the committee and the 
Congress may be informed as to the activities which have occurred under these 
various accounts. 


Automobiles and other conveyances for disabled veterans, Veterans’ Administration 








Estimate 





Increase (+) or 
| decrease (—) 
1952 over 1951 








Fiscal year 
1952 


Fiscal year 
1951 
1 





Appropriation or estimate- --..............--.---.-..-- | $375, 000 | satiety atte a ciclo | —$375, 000 
Prior year balance available f i d 





Soiree Ss sees Tear 





Total available for obligation. _._....._.__-_-_____- | 375, 000 | | — 375, 000 





The funds appropriated under this title are for the purchase of automobiles 
or other conveyances for veterans eligible therefor due to loss of, or loss of 
use of, a leg at or above the ankle. The amount of $375,000, which was made 
available by the Supplemental Appropriation Act, 1951, is practically exhausted 
at the present time. The total amount made available to date under the provi- 
sions of Public Law 663, Seventy-ninth Congress, and various appropriation acts, 
is $41,875,000. Public Law 798, Eighty-first Congress, authorized the appropria- 
tion of $800,000, extended the time limit for filing applications to June 30, 1951, 
and authorized the Administrator of Veterans’ Affairs to pay not to exceed 
$1,600 each toward the purchase of an automobile or other conveyance for eligible 
veterans. It is anticipated that an additional $800,000 will be required during 
the current fiscal year for the purchase of 500 automobiles to cover applications 
now on hand for which no funds are available and for applications expected 
to be received from eligible veterans prior to June 30, 1951. A supplemental 
appropriation request is now pending before the committee. 


Mr. Tuomas. We have covered pretty well the direct loans to veter- 
ans. 

Mr. Puituirs. On page 29, the last sentence is no longer appropriate. 

Mr. Tuomas (reading) : 

A supplemental appropriation request in this amount is now pending before the 
Bureau of the Budget. 

Mr. Puuuies. That is the one we had before us the other day. 

Mr. Tuomas. Yes. We passed on that the other day. 

Mr. Pumuies. Strike out the last sentence and put in language to the 
effect that the VA has already justified an additional $800,000 which 
is now pending before this committee. 

Mr. Tuomas. The record is not clear on your hospital construction 
program with reference to the number of units you have in 1950 and 
1951 and the number you intend to bring into operation in 1952, and 
the number of beds for 1950, 1951, and 1952 and the number of beds 
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you have to be constructed beyond 1952 out of your $836 million total 
authorization. [ask that the committee keep that in mind and develop 
that. 

Mr. Anprews. That is what I want to ask Dr. Press about right 
now. 

General Gray. May I insert one fact, and then maybe you can 
develop it from that / 

Mr. Anprews. Yes. 


Turspay, Marca 20, 1951. 
HosprraL AND Domiciuiary FAciLiries 
HOSPITAL BEDS AVAILABLE 


Mr. Anprews. Dr. Press, I want to ask you a few questions about 
hospital beds. How many beds do you have available at this time? 
1 believe you stated there were 114 hospitals in operation now ¢ 

General Gray. 148. 

Mr. Anprews. 148. 

Dr. Press. The number of beds in operation on January 31, 1951, 
Mr. Andrews, in the 148 hospitals, was 107,677. 

Mr. ANpbrews. How many will you have at the end of this fiscal 
year? 

Dr. Press. The total number of beds that we will have, not the 
number of which will be in operation, because some of them will be 
in new hospitals not yet.staffed, and so on, at the end of this year, 
there will be a grand total of 123,365 hospital beds. 

Mr. Anprews. In operation ? 

Dr. Press. Not in operation, no. The number in actual operation 
at that time would be approximately 10,000 less than that. 

Mr. Anprews. About 113,365 in operation ¢ 

Dr. Press. That is right. 

Mr. Anprews. That is the end of fiscal 1951? 

Dr. Press. Yes. 

Mr. ANprews. How many will you have at the end of fiscal 1952? 

Dr. Press. The total number of authorized beds the Veterans’ 
Administration will have at that time will be 133,610. That figure 
is misleading, inasmuch as it is a composite figure of some hospitals 
which will be accepted by the Veterans’ Administration to be oper- 
ated, but not yet in operation, and it will include beds in hospitals to 
be closed as a result of new hospitals coming in, so there is a duplica- 
tion in that figure. 

Mr. Anprews. Approximately how many do you expect to have 
in operation at the end of the fiscal year 1952? 

Dr. Press. 1 can give you an average figure which will be better, 
Mr. Andrews, than the number which will be in operation. It will 
average through the year 1952, 127,642 beds, to have an average num- 
ber of patients, 107,840. 

Mr. Anprews. At the end of 1952 will you have completed your 
hospital program, with the exception of the four hospitals you men- 
tioned yesterday ¢ 
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General Gray. Are you talking about the fiscal or the calendar 
year ¢ 

Dr. Press. Completed hospitals, no. 

General Gray. I can give you those figures and facts right now if 
you want them. 

Mr. Anprews. I wish you would. 


HOSPITAL CONSTRUCTION PROGRAM 


General Gray. Beginning on April 1, 1951, we will open the hos- 
pital at Erie, Pa.; Miles C ity, Mont., is ready and was to be put in 
operation April 8 but we cannot get the medical staff, and so it will 
not be opened. 

Seattle, Wash., will be opened on April 15. Albany, N. Y., will 
open on May 6. 

Phoenix, Ariz., will open on June 10. And that concludes the 1951 
fiscal year 

Tentative openings now headed for 1952 fiscal year, begin with 
Denver, Colo., to open on July 29, 1951, to be followed by dadiannpelis, 
on August 19; Bonham, Tex., on August 26; Madison, Wis., on Sep- 
tember 16, and Kansas City, Mo., on September 30; Lowa City, De- 
cember 16; Louisville, Ky., December 23. 

Within the months for the 1952 calendar year, Cincinnati, Ohio, in 
January; Syracuse, N. Y., in January; Philadelphia, in January; 
East Orange, N. J., in January; Salt Lake City, in January; Balti- 
more, Md., in February; Birmingham, Ala., in February; Boston, 
Mass., in March; St. Louis, Mo., in March. 

New Orleans, in May; Chicago Research, in June; West Haven, 
in June. 

That finishes the fiscal year 1952. 

Then in the calendar months falling in 1952 will be Oklahoma City, 
in July; Pittsburgh, Pa., in July—that isa G. M. and S. hospital. In 
Chicago, G. M. and S., in Octeber ; in Pittsburgh, NP in October. 

And that finishes the calendar year 1952. 

Then following, I think, in about this order will be Brocton, Mass., 
and New York City, and then the NP hospital in southern California, 
and the four hospitals which I am trying my best to get releases on, 
two at Cleveland, one at San Francisco, and one in Washington. 

And that completes the hospital construction program. 

Mr. Anprews. When do you expect to complete the whole program ‘ 

General Gray. That depends upon the releases in connection with 
the four. 

If this southern California is completed, I would say by the end of 
the calendar year 1953. It takes about 20 to 22 months to build one 
of these hospitals. 

Mr. Anprew. You have not started construction on these last four ? 

General Gray. No; we have not even advertised for bids, because 
we have not got the final decision on the hospitals. 

Mr. Anprews. Where are they going to be? 

General Gray. Once again, there is one here in Washington, the 
site of which is in the Soldiers’ Home ground. 

The second one is at San Francisco at Fort Funston, a 1,000-bed new 
psychiatric hospital; and then two at Cleveland, the G. M. and S. and 
the NP. 
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Mr. Anprews. Are they the only ones on which you have not 
started construction ? 

General Gray. No; they are not the only ones that we have not 
started. 

Mr. ANnprews. It has not reached the planning stage? 

General Gray. It has not reached the tinal planning stage. 

The ones that we have not started construction on are the Brocton, 
New York, Southern California NP, and those four. 

Mr. Anprews. That completes your program ?¢ 

General Gray. Yes. 

Mr. ANprEws. When that program is completed how many veterans’ 
hospitals will be in operation ? 

General Gray. I will give youthat. Here is the entire figure. Our 
goal is 174 hospitals 

Mr. Anprews. And how many beds? 

General Gray. I am getting to that, please—174 hospitals, contain- 
ing 131,000 beds. At the present time we are operating 148; scheduled 
are 40 more. That makes a total of 188. 

We are to close by substitution, 14. There are four of them now 
under restudy stage, which would bring us down to 174, or 170, taking 
the 4 out. 

Mr. Anprews. You say 131,000 beds? 

General Gray. Yes. 

Mr. Anprews. I understood Dr. Press to say that at the end of the 
fiscal year 1952 there would be 

General Gray. 133,000. 

Mr. Anprews. Yes. 

General Gray. He also said that by reason of overlapping, because 
of not having completed some hospitals and because of substitutions, 
there will be these additions, and that some of the hospitals are sched- 
uled to be closed for new replacements. It is a complicated sort of 
thing, but it does balance out. 

Mr. Anprews. In other words, you will have 174 hospitals? 

General Gray. That is right. 

Mr. Anprews. In operation ? 

General Gray. Yes; containing 131,000 beds. 








HOSPITALS TO BE CLOSED 


Mr. Anprews. Yes. And some of the hospitals that as of today are 
being operated will be closed ? 

General Gray. That is right; 14 of them, to be exact. And I have 
here the plan for closing, if it would be interesting for you gentlemen 
to have. 

Mr. Anprews. I think you might put that in the record. 

General Gray. We have the plan for that. 

Framingham, Mass., closed when Boston is completed. 

Brooklyn, N. Y.—Fort Hamilton—closed when Brooklyn was com- 
pleted and that was accomplished February 12, 1950. That is done. 

Saratoga Springs, N. Y., 50 beds, will be replaced by Albany. 

Staten Island, to be replaced by New York. 

Wilmington, Del., has been completed. That was completed Feb- 
ruary 12, 1950, and Halloran February 12, 1951, and turned back to 
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the State of New York. It is a rather strange circumstance, that it 
was just exactly 1 year from the opening of Fort Hamilton and 
getting the hospital, and giving up Halloran Hospital. 

Mr. Moore. ro N. Y., ‘by conversion to a TB hospital. Wil- 
mington, Del., 150 old beds given up; 300 new beds coming in. That 
was completed on April 4, 1950. 

Butler, Pa., with Pittsburgh coming in. 

Swannanoa, N. C.; Martinsburg, W. Va., by Washington. 

Chamblee, Ga., by Atlanta. 

General Gray. I might interrupt to say that right at this minute 
there is this change to that: That we have been ordered to substitute 
the hospital at Augusta, Ga., for the Atlanta newly constructed hos- 
pint And we are undertaking at the Augusta Hospital now to re- 

uild the Peachtree Hospital, incident to that program. 

Mr. Moore. Louisville, replaced by Louisville new. 

Cleveland, Ohio, by Cleveland. 

Fort Benjamin Harrison, by completion of Indianapolis. 

Topeka, Kans., no replacement. 

Springfield, Mo., by Kansas City. 

Oklahoma City, by Oklahoma City. 

New Orleans, by New Orleans. 

McKinney, Tex., replaced by Dallas. 

Phoenix, Ariz., by Phoenix, new. 

Fort Logan, Colo., by Denver. 

Mr. Anprews. That is the 14. 

General Gray. The net result is 14. 


HOSPITAL AT LAKE CITY, FLA. 


Mr. Anprews. Now, General, what about the hospital down at 
Lake City, Fla.? 

General Gray, The situation at Lake City, Fla., was as I previously 
described briefly. The fact that at Lake City, Fla—and we have for 
you a statement which covers the entire submission that we made in 
connection with the application to the budget for approval of $3.8 
million to modernize this old school-building arrangement at Lake 
City. 

Mr. Anprews. How long has the Veterans’ Administration had a 
hospital there? 

General Gray. I am not that old in the Veterans’ Administration. 
I do not know offhand. 

Mr. Anprews. It was about 30 years? 

General Gray. Easily. 

Mr. Anprews. It is one of the oldest hospitals? 

General Gray. Yes. 

Mr. Anprews. Does not that hospital serve a big section of Florida? 

General Gray. It does, and serves the 13 southeastern counties of 
Georgia. 

Mr. Anprews. Have you had a full house down there, so to speak? 

General Gray. Yes; there is no question in our opinion about the 
justification for the modernization at Lake City, Fla. 

Mr. Anprews. Did you poguest: 3 3,500,000 ? 

General Gray. I requested $: 3,800,000. 

Mr. Anpbrews. For cinlecninahiin of that hospital? 

80208—51—pt. 2——-51 
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General Gray. For the modernization of that hospital. As you 
gentlemen will remember, we have had a long-term plan program, and 
we have underway from one to three in our modernization program of 
some of these old hospitals, and this one was submitted in the way of 
our regular program, and it was cut out. 

Mr. Anprews. By the Budget Bureau / 

General Gray. Yes. And “by virtue of representations by thou- 
sands of interested people, including the entire Florida delegation 
which called on me, I agreed to resubmit it, which I have done, except 
that by virtue of the new building ¢ = our resubmission is $4,400,000 
instead —s $3,800,000 submitted last ve 


Mr. Anprews. Has the Bureau of the Budget taken action on your 
resubmission ¢ 

General Gray. No. 

Mr. Anprews. How many beds involved in that hospital ? 

General Gray. Do you have that figure ¢ 

Dr. Press. 378 

Mr. Anprews. And how many do you propose! 

General Gray. Approximately the same number. 

Mr. Anprews. Do you propose to build any new buildings ¢ 

General Gray. Yes. The entire statement describing that is here if 
you woud like to have it. 

Mr. Anprews. Mr. Chairman, suppose we have the General present 
that. 

General Gray. Mr. Moore, will you read that ? 

Mr. Moore. (reading) : 


The present authorized capacity of the Veterans’ Administration hospital, 
Lake City, Fla., is 878 general medical and surgical beds. 

This hospital is located on a site of approximately 35 acres. The site of this 
hospital originated as a school for boys about 1884 and the present nurses 
quarters was constructed at that time as a dormitory. This location subse- 
quently became the site of the University of Florida and following this was a 
Baptist Church school. Following World War I, the land and existing buildings 
were acquired from Public Health Service in 1921 and placed in operation as a 
Veterans Hospital. 

The present buildings are a conglomeration of different types of construction: 
(a) Brick with wood interior; (b) frame; (c) tile and concrete. 

The brick and frame buildings were erected between 1884 and 1906. In 
the period between 1921-25 various tile and concrete buildings with stucco ex- 
terior walls were constructed. 

The only modern buildings on the site are buildings No. 38, Administration, 
C inical and Surgical, and Building 62, Ward Building, which were built in 1937 
and 1942 respectively. 

This hospital serves the north and central Florida areas and the South 
Georgia areas and the existing facilities are greatly in need of improvement in 
order that the patients in this area may be given hospital care comparable to 
that in other Veterans’ Administration hospitals. 

The demolition of all buildings except Administration, Clinic and Surgery 
Buildings No. 88, and Ward Building 62, will permit the construction of a new 
modern 200 bed general medical and surgical building. Certain alterations and 
modernization of the two remaining buildings will also be required. Upon com- 
pletion of this work the approximate capacity of this hospital will be as follows: 

New 200 general medical and surgical buildings, 200 beds; Building No. 
beds; Building No. 62, 125 beds, with a total of 352 beds. 


38, 27 


Mr. Anprews. You consider that is a good location for a hospital ? 
General Gray. Yes it is. 

Mr. Anprews. Have you had any difficulty staffing that hospital? 
General Gray. No. 
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Mr. Anprews. With doctors and nurses! 

General Gray. No. 

Mr. Anprews. The total cost would be $4,500,000 ? 

General Gray, $4,400,000 now instead of $3,800,000. 

Mr. Anprews. You can spend that money for modernization of the 
hospital more economically than you could build a new hospital at any 
place else ? 

General Gray. Yes. 

Mr. Anprews. Do you know any place where a hospital is needed 
more than this one? 

General Gray. As I say, I have gone all out for this hospital. I be- 
lieve in it. I would not have submitted it if I had not. There is no 
question, with the long-range program, that it is of high ranking 
order. 

Mr. Anprews. How many beds would be in the hospital; 275? 

Dr. Press. 352. There are 378 now in the building; 352 in the 
modernized building. 

Mr. Anprews. You stated a few moments ago that the hospital 
building program, when completed, is expected to have 133,610 beds? 

General Gray. Yes. 

Mr. Anprews. Here you would cut out 352? 

General Gray. Yes. 

Mr. Anprews. If you do not go forward with the modernization of 
that hospital you will not have the 133,610? 

General Gray. That is correct. This modernization is in keeping 
with the hospital program, of modernizing existing hospitals, ntilize 
ing as much as possible the worth-while facilities, such as are possible 
to use, and making a modern hospital out of an old school. 

Mr. Anprews. Have you ever had any trouble staffing the hospital ? 

General Gray. Not to my knowledge. 

Mr. Anprews. You cannot say that of all your hospitals? 

General Gray. No, I cannot. 

Mr. Anprews. Do you think, when you finish this hospital pro- 
gram, you will be able to staff the total number of 174 hospitals / 

General Gray. We are having difficulty right now in staffing cer- 
tain hospitals. As I indicated, Miles City, Mont., could not be opened 
on April 8, as was scheduled to open, because we were not able to get 
the medical personnel to go there. 


HOSPITAL AT DUBLIN, GA 


Mr. Anprews. What about the other hospitals; you stated you had 
a big hospital at Dublin, Ga. ? 

General Gray. Yes. 

Mr. Anprews. How many beds in that hospital? 

General Gray. I cannot answer that offhand. 

Mr. Anprews. Do you know how many there are, Dr. Press? 

Dr. Press. Dublin, Ga., authorized, 500 beds. We are operating 
338. 

General Gray. Please give the original bed capacity of the hospital. 
I think it was around 1,200. 
Dr. Press. Five hundred authorized and 338 operating. 
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Mr. Anprews. Have you had trouble staffing that hospital? 

General Gray. Yes. 

Mr. Anprews. It occurs to me to be very foolish, for the Bureau of 
the Budget to deny $4,400,000 and not permit the modernization of the 
hospital at Lake City, Fla., when you have so many favorable condi- 
tions down there. The Government owns 37 acres of land 

Mr. Moore. Thirty-five acres. 

Mr. Anprews. Thirty-five acres of land. You could build and mod- 
ernize the hospital much cheaper than you can build a new one, and 
you will not have any trouble stafling it, and there is a very great need 
in that section for that hospital. 

I have no further questions, Mr. Chairman. 





UNSTAFFED HOSPITALS 


Mr. Yates. General, with respect to Miles City, Mont., the hospital 


-which you say was not opened: Are there any other instances in which 


hospitals were constructed and you cannot staff them ? 

General Gray. We have not had a complete blackout, but we did 
not open three hospitals in the fall of last year, that is, we were not 
able to open for several months afterward, because we could not get the 
medical staff there. 

Mr. Yates. Do you try to obtain assurance of staffing the hospital 
before you construct it ? 

General Gray. Well, the construction program that we have has 
been in existence since the last authorized program for the 14 hos- 
pitals, in 1947. And the only thing that I have been able to do now, 
since we have these staff difficulties, is to complete the hospitals and 
put them in a standby condition; not hire help until the medical per- 
sonnel is assured. That was done at Poplar Bluff and it was done at 
Miles City. 

Mr. Yates. Why build the hospital if you cannot staff it? 

General Gray. Well, we hope that we can staff it in a short time. 

Mr. Yates. Why can you not have a staff at Miles City? 

General Gray. Because the medical personnel will not go there. 

Mr. Yates. What is its location with reference to a city? 

General Gray. Well, Montana, as you know, is a very large State. 
And it is, generally speaking, in the southeastern corner of the State. 
It is on the main line of the Milwaukee Railroad. 

Mr. Yarrs. How many such hospitals are there that are being held 
up in standby condition ? 

General Gray. None now. 

Mr. Yares. Miles City is, I understand ? 

General Gray. I thought you asked if there were any additions. 

Mr. Yares. Are there any additional hospitals, other than Miles 
City, in a standby condition ¢ 

General Gray. No. Clarksburg, W. Va., received patients in 
February. Beckley was opened last December and I think it was 
March 1 when it accepted its first patient. 

Mr. Yates. Where do you get your staff for your hospitals? 

General Gray. We get them by assistance from the Deans commit- 
tee, from various Veterans’ Administration personnel, and then in- 
itially by everyone that is interested in trying to get people to accept 
appointments there to the medical staff. 
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NUMBER AND PAY OF MEDICAL STAFF 


Mr. Yates. What do you pay the doctors and nurses ? 

General Gray. That is a regular standard pay schedule provided in 
the law. We will be glad to insert that in the record. 

Mr. Yares. Will you, for my own information, indicate what you 
pay doctors ¢ 

Dr. Press. Doctors are paid up to $11,000, depending upon their 
qualifications and their years of experience. 

Mr. Yares. $11,000 a year? 

Dr. Press. Yes. 

Mr. Yates. Do they become permanent employees, in the sense they 
engage in no other work ? 

Dr. Press. Yes. 

General Gray. We have 4,000, approximately 4,000 full time doctors 
in the employment of the Veterans’ Administration today, and we will 
add to that number by virtue of the opening of the additional hos- 
pitals. 

Mr. Yates. How many doctors will you need to staff your 174 hos- 
pitals? 

Dr. Press. I do not have the figures with me that will give the total 
we need for the 174 hospitals but to bring us near the allowance we 
should have a total of about 1100 additional doctors, both full and 
part time. 

Now about full time and part time doctors: We lean very heavily on 
part time doctors, and we have about as many part time as we have 
full time. 

Mr. Yarrs. What do they do? 

Dr. Press. The same duties as the full time employees, they will op- 
erate, examine patients, lay out courses of treatments. They supple- 
ment our full-time staff, work on a regular schedule, or they come 
when they are called, depending upon the qualifications and the avail- 
ability of the men needed. 

Mr. Yares. What do you pay them? 

Dr. Press. We pay them a salary not exceeding $6,000 per year, for 
part time employment. We are making exceptions today in certain 
instances. Where the men are available in a community, usually, they 
only work six months total duty each year. 

Mr. Yates. Do they get full time pay, base pay ? 

Dr. Press. No; they are part time. They work either so many days 
or so many hours per day. 

Mr. Yates. Do you pay them on an hourly basis or a visit basis or 
an annual basis? 

Dr. Press. It depends upon the term of the contract. If the man’s 
schedule requires him to come in every day we may pay him on a per 
annum basis. If he comes in only intermittently, for instance, if he is 
a specialist or if we do not need his services every day, we will pay 
him on a visit basis. 

Mr. Yates. If it is on a visit basis what charge does the doctor 
receive ¢ 

Dr. Press. There are standard fees. For instance, if a man is a 
highly qualified man, who would be of professorial rank in a medical 

school and is a specialist, he would be paid $50 per day. If he is a 
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man of lesser qualification, who may be teaching in a medical school, 
he would receive $25 per day. 

Mr. Yarrs. Those are the fees that they receive for coming to the 
hospital ? 

Dr. Press. Yes. 

Mr. Yares. And attending patients in the hospital ? 

Dr. Press. Yes. 

Mr. Yarrs. Do you have any out-patient service? 

Dr. Press. Yes. Mainly in the regional offices; where medical 
service is provided at regional offices, there is only out-patient service. 

Mr. Yates. How many of those do you have? 

Dr. Press. There are approximately 70 major regional offices. 
There is also medical service at some of the lesser facilities. 

Mr. Yates. What is your relationship to the doctors who provide 
out-patient service; what do you pay them? 

Dr. Press. We are paying them the same fee for the full-time man 
and for part time; we use the same practices at both the hospitals and 
regional offices, that is, for a man to come to work in the hospital—— 

Mr. Yates. I mean, the doctors get paid on the same basis? 

Dr. Press. Yes. 


MEDICAL FEES 


Mr. Yarrs. What is the maximum fee that a doctor may receive 
from your organization, either on an annual basis or on a per visit 
basis or both? I have heard stories of doctors getting as much as 
$100 a visit. 

Dr. Press. That is correct. 

Mr. Yarrs. Do they ever get more than that ? 

Dr. Press. I will not categorically answer that no. Let me explain 
why they will get that much,and I think we may have a few instances 
where doctors will get a little more than that. In the case of Sioux 
Falls, specifically, for instance, which is a hospital in the southeastern 
portion of South Dakota, in order to get a part-time staff there to 
implement the full-time staff it is necessary to draw on men from 
Minneapolis. In order to get them to take a full day or 2 days from 
their practice and make that trip over there and back they are paid 
that. 

Mr. Yates. What? 

Dr. Press. $100 a day. I know of that instance specifically. 

Mr. Yares. How long is a working day for them? 

Dr. Press. The day has no limit. It is a 24-hour period, or any 
part thereof. 

Mr. Yares. So that it might be that they just go to your hospital 
and make the rounds of the patients and then leave immediately, is 
that correct ? 

Dr. Press. That is correct, or they might spend a full day there. 

Mr. Yares. Are there instances where you pay more than $100 a 
day, or is $100 a day your maximum figure 4 

Dr. Press. As I say, I hate categorically to answer no to that ques- 
tion, but I will say that there are very few instances where we pay 
more than $100 a day. 

Mr. Yares. Are the fees that you pay established in conjunction 
with any medical organization ¢ 

Dr. Press. Not these fees, no, sir. 
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Mr. Yares. Are these fees established between your agency and the 
doctors themselves ? 

Dr. Press. That is correct. 

Mr. Yates. Are they established in accordance with any scale ap- 
proved by any medical organization ? 

Dr. Press. No. 

Mr. Yares. Has any medical organization been consulted in your 
establishment of fees ? 

Dr. Press. No. 

Mr. Tuomas. Mr. Yates, right there, in that connection, in the field 
of examination in the out-patient clinic it is very easy for a local 
practitioner to make more than $100 a day, and they efen do in the 
out-patient clinie work, is not that a fact, Doctor? 

Dr. Press. No, I think what Mr. Yates is thinking of, Mr. Thomas, 
is another type of service. 

Mr. Tuomas. I am thinking about your out-patient clinic where 
you call in local doctors to do some examining, and it usually runs 
about $20 per examination. 

Dr. Press. Those are examinations we send to him in his office 
where we do pay him in accordance with a fee schedule. 

Mr. Tuomas. That usually runs $100 to $150 a day. 

Dr. Press. That is the entire pay he gets. He is paid there per 
case, and the total would depend upon the number of cases referred 
to him. 

Mr. Yarrs. Do you send patients to the offices of doctors? 

Dr. Press. Yes, as part of the out-patient service we do that. 

Mr. Yares. In what communities do you do that ? 

Dr. Press. In almost any part of the country. We do have these 
medical services established at our 70 main offices. They are for 
service-connected disabilities only on an out-patient basis. That is 
the only treatment afforded the veteran in the regional offices. Where 
a veteran is unable to visit a regional office, or where the workload 
is greater than we can take care of in the regional office, those cases, 
then, will be sent to local physicians. It is what has been known as 
the home-town-medical-care plan, and the services rendered there are 
paid for in accordance with local-fee schedules. 

Mr. Yates. Who establishes the fee schedules? 

Dr. Press. The fee schedules are established by the Veterans’ Ad- 
ministration in conjunction with the local medical societies. They 
are intended to reflect the prevailing fee for that service in the com- 
munity, and usually on a State or county basis they represent the 
average fee. 

Mr. Yates. What are those fees, do you know ? 

Dr. Press. I do not have a schedule of them with me, Mr. Yates. 
They will vary all of the way from $3 for an examination up to a 
couple of hundred dollars for an operation, for instance, where sur- 
gery is performed, where a service-connected veteran goes into a local 
hospital in an emergency. It has been made a part of the record in 
the past year, I think, and it has not changed very much since then. 

Mr. Yarrs. Was it made a part of the record last year ? 

Dr. Press. Did we make our fee schedules a part of the record last 
year, Mr. Duvall? I believe we did submit them. 
~ Mr. Duvauu. I think perhaps they were submitted. I can check 
on that. 
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Dr. Press. If not, Mr. Yates, I can supply them for the record. 

Mr. Pumures. They would vary in different communities? 

Dr. Press. Yes, sir. 

Mr. Yares. I would assume that they would vary in different com- 
munities, yes, depending on what their schedule of fees would be. 
In a metropolitan community they might be higher than in a small 
community. 

Dr. Press. That is correct, and the fee in the East is very often less 
than the fee in the West. 

Mr. Yates. Do you take care of any non-service-connected disability 
in connection with your out-patient service ¢ 

Dr. Press. No, sir; with only one exception, which is that Public 
Law 16 cases are entitled to it. 

Mr. Yares. What about Spanish-American War veterans? 

Dr. Press. Public 16 relates to men: in vocational education and 
training. A Spanish-American War veteran now is entitled to it as 
a result of the law passed in this Congress, which entitles them to it 
for any disability. 

Mr. Yates. You say that your maximum salary is $11,000. Have 
you made any provisions as to the amounts received by doctors in 
connection with rendering out-patient service ? 

Dr. Press. Yes, sir, we limit them to the $6,000 maximum unless 
a special exception is made by the central office. For instance, if a 
man is the only man in a community practicing a particular specialty, 
in order to provide that service for the veterans we do have to go 
above $6,000. The point is we do not want one physician to have a 
concentration of all the work. Before we go above the $6,000 limit 
we assure ourselves that there is no other man available in the com- 
munity, or that the opportunity has been accorded those other men 
in the community to go above $6,000 to take care of the total work- 
load. We do not want to concentrate it in any one individual. 

Mr. Yares. Off the record. 


(Discussion otf the record. ) 
NON-SERVICE-CONNECTED DISABILITY WORK 


Mr. Yates. How much of your work is directed to non-service- 
connected disability ? 

Dr. Press. Of the veterans hospitalized at any given moment in 
our hospitals about one-third of them are hospitalized for the treat- 
ment of service-connected conditions. That percentage varies ac- 
cording to the type of disability. Up to 50 percent of the TB’s and 
NP’s have service-connected conditions, and about 12 percent of all 
those hospitalized for general medical and surgical conditions have 
service-connected conditions. 

Mr. Yates. With respect to your out-patient service, where you 
send a patient to a particular doctor, does the patient have any choice 
as to the doctor he wants to go to? 

Dr. Press. Yes; he is permitted to go to a physician of his own 
selection with a couple of limitations. The first is that the man be 
qualified to treat the particular disability, and the other one is that we 
will call the man in at any time to make our own evaluation of him, 
and make sure that the privilege is not being abused. 
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Mr. Yares. Which man do you call in, the doctor or the veteran ? 
Dr. Press. The veteran. 

General Gray. Could I go off the record a moment? 

Mr. Yares. Yes. 

(Discussion off the record.) 


NUMBER OF PATIENTS IN VA HOSPITALS 


General Gray. As of the 15th and 16th of January 1951, out of the 
total of 99,409 patients in VA hospitals, 33,806 were in the general 
medical and surgical category; 13,133 were tubercular; 45,164 were 
neuropsychiatric, and other NP’s, 6,606. 

Mr. Pumps. What do you mean by that distinction ? 

General Gray. You will have to ask Doctor Press for that. 

Dr. Press. The other NP’s, Mr. Phillips, are the neurological cases, 
as opposed to the psychiatric or the neuropsychiatrics. 

Mr. Yarrs. Do you ever send NP patients out to psychiatrists on 
an out-patient basis? 

Dr. Press. Yes, for service-connected disability. 

Mr. Yares. For service-connected disability ¢ 

Dr. Press. Yes, sir. 

Mr. Yares. You have patients in addition to the 99,409 that you 
spoke of? Those were your hospital patients? 

General Gray. Yes, sir. 

Mr. Yates. How many other patients do you have? 

General Gray. Well, we have patients in service hospitals and. in 
certain contract hospitals in various locations. 

Mr. Yates. What I am trying to get at is this: Is that the total 
number of people being taken care of by the Veterans’ Administra- 
tion ? 

General Gray. These are the patients in our own VA hospitals. 

Mr. Yares. But you also take care of people outside of VA hos- 
pitals. 

General Gray. I do not have the total number of patients. These 
were actually hospitalized on the 16th of January. 

Mr. Anprews. You say in January of this year there were 99,409 
patients in hospitals? 

General Gray. In Veterans’ Administration hospitals. 

Mr. Anprews. Yes: but on that date I believe you had 107,677 beds. 

Dr. Press. That is the number in actual operation. 

Mr. Anvrews. There were 107,677 beds in operation on January 
31, for which you had in VA hospitals 99,409 patients. You had a 
surplus at that time of approximately 8,200 beds. 

Dr. Press. That indicates a very high percentage of our beds being 
occupied. On January 31, 9114 percent of our operating TB beds 
were occupied; 9514 percent of our NP beds were occupied, and al- 
most 88 percent of our general medical and surgical beds were oc- 
cupied. That is a very high percentage, Mr. Andrews. 

Mr. Anprews. I want to get that figure in the record there. 

Dr. Press. It is an over-all average of almost 92 percent of our 
total number of operating beds that were occupied. 

Mr. Anprews. But the figures are 99,409 patients on January 31 
in 107,677 beds. ’ 
Dr. Press. That is right. 
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NUMBER OF PATIENTS IN OTHER HOSPITALS 


Mr. Yates. Doctor, do you have any figure which would show the 
number of patients being taken care of by the Veterans’ Administra- 
tion in other hospitals? 

Dr. Press. As of February 20 I have the figure. It was 8,092. 

Mr. Yares. That is about a month later. 

Dr. Press. That figure does not change very much from month to 
month, Mr. Yates. 


OUT-PATIENT SERVICE 


Mr. Yarers. Do you have the number of patients within that time 
range, other than hospitalized cases, whom you were treating? 

Dr. Press. In December 1950 we provided out-patient medical 
treatment to the extent of about 382,500 treatments to 145,000 
individuals. 

Mr. Yares. I am sorry; I did not hear that, will you repeat that, 
Doctor ? 

Dr. Press. We provided 382,500 out-patient medical treatments to 
145,000 individuals. 

Mr. Yates. Is that exclusive of your hospital cases? 

Dr. Press. Those are out-patient treatments only; yes, sir. 

Now, in January we completed 36,500 dental examination cases, 
and 32800 dental treatments were completed during that one month. 

Mr. Yates. You are taking care of a lot of people then, are you not? 

Dr. Press. Yes, it adds up. 


CIRCUMSTANCES ALLOWING OUT-PATIENT CASE 


Mr. Yares. Under what circumstances may veterans have out- 
patient care? 

Dr. Press. For any service-connected condition, any condition 
which is altogether service-connected. 

Mr. Yares. Even though treatment for him may be available in 
one of your institutions he may, nevertheless, have out- -patient care? 

Dr. Press. He may get out- -patient care In our own institutions. In 
other words, out-ps atient care is given both in our own regional offices, 
or it may be given by a private phy sician or dentist. 

Mr. Yares. Under what circumstances may he have treatment by a 
private physician or dentist 4 

Dr. Press. The basic rule that was laid down for that is he may 
Lave such treatment when treatment in our own clinics is not feasibly 
available. 

Mr. Yates. What does that mean ? 

Dr. Press. In other words, when it is not possible or practicable for 
the veteran to travel 100 or 150 miles to make the office visit. Or if 
a patient requires fairly frequent visits neither is it considered feasible 
to make him give up his job to get such treatment. If he needs treat- 
ment once a day, or three or four times a week, since our regional 
offices run only on an 8:30 a. m. to 5 p. m. basis, we cannot very well 
make the man give up his job to get there. Those are the basic criteria. 
If a man can come to our office without difficulty to himself as a result 
of that travel, and without any of these other factors intervening we 
will require him to come to our office. 
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INCREASES IN DOCTORS’ FEES 


Mr. Yates. My attention has been called to the schedule of fees 
which was put in the record of the hearings on the appropriation bill 
for the fiscal year 1950 as it appears on pages 314 and following, part 
II. Are the fees that you pay now substantially the same as those that 
are listed in those hearings ? 

Dr. Press. Those are constantly in the process of adjustment. 
There are naturally items within them which are always being nego- 
tiated either up or down. 

Mr. Yates. They are usually up rather than down? 

Dr. Press. The pressure from the physician is usually up, there is 
no question about that. That is in accordance with the index of rising 
costs, and so forth. We try to resist those changes as much as we 
an until there is a very clear demonstration that the fees in the 
locality have also risen. 

Mr. Yares. Apart from the negotiations for increased fees, I 
assume that once you have agreed upon a schedule of fees with the 
doctors that the schedule is adhered to ? 

Dr. Press. That schedule does not present actually the amount 
that is charged. It represents the maximum that may be charged. 
We require the physician caring for the patient to certify that the 
specific few charged for that treatment does not exceed the charge 
commonly made to patients in his own practice, Mr. Yates, so that 
if an item appears there as $10 that is the maximum we will permit 
that physician to charge. However, actually the charge may be less. 

Mr. Yates. Is that the maximum charge that may be made on the 
case, or the maximum charge that may be made to you? In other 
words, can he charge the patient ? 

Dr. Press. No. 

Mr. Yates. Can he charge the patient something in addition to 
the charge he makes to vou 

Dr. Press. No. We have had such instances, and we have referred 
them to their local medical societies, and the man is then accorded 
the usual procedure that accompanies malpractice. That is quite an 
undersirable procedure. 

Mr. Yares. In other words, this is the maximum fee in toto? 

Dr. Press. Yes, sir; that is right. 

Mr. Yates. What about the care of families of veterans; do you do 
any of that? 

Dr. Press. No, sir. 

Mr. Yares. Do you do any on a pay basis? 

Dr. Press. No, sir. 


Amount ReQuestep oF Bureau or THE BupGer 


Mr. Puiiuips. Let me bring together here at this place in the record 
certain figures, the amount for which you are asking Congress, and the 
corresponding amount for which you asked the Bureau of the Budget. 
Who will answer that question, Mr. Moore? For how much did you 
ask the Budget Bureau, and then give me the figures they allowed, 
under the total breakdown which you have given us? 

Mr. Moore. I do not know that, Mr. Phillips, because we support the 
President’s estimate and those are the only figures now before your 
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committee, and those become our figures. I can furnish them if you 
want them later. 

Mr. Puitures. How much different are your figures from those that 
you asked the Budget Bureau? Mr. Moore, you would have difficulty 
in making me believe that you do not know those figures after you 
have worked with them for 12 months before submitting them. 

Mr. Moore. I do not have them with me, Mr. Phillips. 

Mr. Pututrs. Well, give us your best estimate which I think prob- 
ably will be within a few dollars of being accurate. How much did 
you ask the Budget for, in round numbers ? 

Mr. Moore. I do not remember exactly, but it was considerably more 
than in the present budget. 

Mr. Puitiirs. Approximately how much more? 

Mr. Moore. Do you have those figures on the medical, Dr. Press? 

Dr. Press. Yes; I have. I might preface these total figures by say- 
ing that our original estimate to the Bureau on the items you now have 
before you, that the difference in dollar value is not a true reflection of 
the cost since the two estimates, the estimate you have before you is a 
reevaluation of our personnel estimate which is on a little different 
basis. 

Mr. Puiurs. I am very much interested in the figures for the 
hospital program. I am more interested in the administrative charges. 


SUBMISSION FOR MEDICAL PROGRAM 


Dr. Press. The only figures I have are those for the medical 
program, 

Mr. Puiuures. You may give me those. 

Dr. Press. Our original estimate to the Bureau of the Budget called 
for a total dollar cost of $724,275,335. 


REDUCTION BY BUDGET BUREAU 


Mr. Putuirs. Now what did you get? 

Dr. Press. The estimate you have before you is a total cost of 
$661,313,000. 

Mr. Pumures. And the difference runs? 

Dr. Press. $62,962,335. 

Mr. Putturrs. Was there any indication as to where the Bureau of 
the Budget thought you should take that off, or had some change taken 
place between the time of your request and the time this was allowed ? 

Dr. Press. There was a step in between that, Mr. Phillips, in which 
the Bureau of the Budget had allowed us less than $661,000,000, which 
General Gray had restored as a result of a protest. 

Mr. Puiiires. How much had they allowed you on the first round ? 

Dr. Press. I do not have that figure. That was about $50,000,000 
less, I think. 

General Gray. Yes; approximately $50,000,000 less. 

Mr. Puituirs. My question is, What did the Bureau of the Budget 
indicate as the place for you to cut ? 

Dr. Press. They did not agree with the number of people that we 
felt we needed to maintain a decent. standard of in-patient care. They 
did not agree with the total number of beds that we felt would be in 
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operation, and they did not agree with our out-patient estimates for 
workload. Those were, I believe, the three main items. 

Mr. Puusirs. But they intended to include in this all of the new 
hospitals that you contemplate adding ? 

Dr. Press. Oh, ves; we were to run them all. 

Mr. Puiurrs. But you were to simply run them with less money ¢ 

Dr. Press. Yes, sir; that is right. 

General Gray. Let me interject one little difference of opinion 
there, Mr. Phillips. The ratio of patients to operating beds and, 
therefore, the ratio of personnel is a point of difference as is illus- 
trated by Dr. Press’ previous statement to you that we were operat- 
ing on that particular day at some average of some 92 percent of 
our authorized beds, and there is a difference of opinion as to what 
percentage of beds we will occupy, they claiming that we will occupy 
or utilize a lesser percentage, and therefore that the personnel should 
be fixed accordingly, and we claiming that we will occupy a greater 
percentage as is evidenced by that 92, percent which was given. 

Mr. Puituirs. And you think in general these three items of the 
in-patient load, the number of beds, and the out-patient load repre- 
sent to the Bureau of the Budget a difference of approximately 
$62,000,000 which they would like to have cut from $7 24,000,000 ? 

General Gray. Well, the original agreement, or I will not say agree- 
ment, the original allotment, was some $50,000,000 less than “that 
which is now presented to you. 

Mr. Pureiies. But it generally covers those three differences of 
opinion, the in-patient load, the out-patient load, and the bed-percent- 
age occupancy ? 

General Gray. That is correct, sir. 

Mr. Puitures. Has Mr. Moore’s memory recovered? Have you any 
other figures there for me? 


TOTAL REDUCTION BY BUDGET BUREAU 


Mr. Moore. The total for our entire request for appropriations is 
$1,277,000,000 less than our original estimate. 

Mr. Puiuiies. What is your total request to us? 

Mr. Moore. I can supply a very good chart for the record. I do 
not like to talk too much at the wrong time. 

General Gray. I quoted that figure a moment ago. I quoted it in 
my opening st atement. 

Mr. Moore. $4,455,323,000. 

Mr. Pures. Which means that you asked the Budget for $5,782,- 
323,000. See how simple that was. Mr. Moore ? 

Mr. Moore. I gave you a rounded-off figure. 

Mr. Pumuuirs. Of that reduction of $1,277.000,000, $62.962.000 was 
taken off the hospitals, which means that $1,000,215,000, approxi- 
mately, was taken off of the other functions of the Veterans’ 
Administration. . 


BREAKDOWN OF BUDGET REDUCTION 


Now we get down to the question I am working on: Where did the 
Bureau tell you to take off the $1,000,200,000 ¢ 

Mr. Moore. $40,000,000 is in the first seven programs, and $1,037,- 
000,000 is off of readjustment benefits. 
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Mr. Putiuips. Is that just a guess as to how much you might need 
during the year, or would that mean actually a reduction of the 
program ¢ 

Mr. Moorr. That letter is based upon the probable decline in load. 
I think, however, they figure that decline just a little bit faster than we 
did in our original estimate. 

Mr. Puuiirs. I point out that your figures do not add up correctly, 
but they are not too far off. 

Mr. Moore. I can give the entire group, if you wish, sir. 

On “Salaries and expenses,” in round figures, there is a reduction of 
$102,858,000; under “Pensions and compensation,” $36,300,000; and 
“Readjustment benefits,” $1,037,000,000. 

On “Hospital and domiciliary facilities,” $82,000,000. 

Mr. Pumps. Dr. Press shows $62,000,000 on that. 

Mr. Moore. This is for hospital construction, Mr. Phillips. 

Dr. Press. Yes; I eliminated that, Mr. Phillips. 

Mr. Moore. Under “Miscellaneous benefits,” $18,500,000. In round 
figures that is a $1,277,000,000 reduction. 


TOTAL VA EMPLOYMENT 


Mr. Puiturrs. How many employees do you have as of this moment ? 

Mr. Moore. Do you want that broken down or just the total 
number ¢ 

Mr. Puuaxrs. Broken down into the hospital part and all of the 
rest. 

Mr. Baker. There are 61,076 in general administration and 117,415 
in the medical group. 

Mr. Puriuures. As of what date? 

Mr. Baker. January 31, Mr. Phillips. 

Mr. Puiiures. How many are you asking for for next year in the 
two groups? 

Mr. Baker. 56,342 in the first seven administrative programs, and 
130,817 in the 8000 medical program, a total of 187,159, Mr. Phillips. 


READJUSTMENT BENEFITS 


Mr. Puiuurs. Mr. Kelsey, did you bring me those figures which 
were requested ? 
Mr. Ketsry. I have some figures here. 


LOSSES ON REPOSSESSION OF VETERANS’ HOMES 


Mr. Puttuips. My question is that I do not see how you would lose 
money on taking back veterans’ houses on which you have made a loan 
on a rising market with even a very liberal appraisal. The time must 
run from 1 year up to possibly 5 or 6 years. Certainly in that time 
the veteran has paid oft something. Now admitting that you do not 


get. back any house that the veteran can sell at a profit himself before 
he lets it go, I still do not see why you would lose $5,000,000 which, 
as I remember, is what you testified yesterday was your annual loss. 

Mr. Ketsey. Mr. Phillips, you gave a part of the good reason why 
we have no better sucess in our sales, and that is because a veteran 
who has a house with a good market value, a house equal to his indebt- 

















1695 


edness and equity or above it, in case of imminent foreclosure, dis- 
poses of that house himself. In other words, as of the present date 
over 231,000 veterans have paid up their loans in full. 

Now taking into consideration the short period of time that this 
program has run 

Mr. Puiurpes. About 7 years? 

Mr. Ketsry. Altogether, yes, sir; but in volume for not more than 
about 5 years. With that situation we must certainly concede a very 
high percentage of the 231,000 loans paid off in full represents sales 
by veterans, and in many instances under conditions where they have 
simply obtained the best: possible result as far as their equity in the 
house is concerned. So, whenever we have properties conveyed to the 
Veterans’ Administration, it is generally because of changed condi- 
tions in the locality, because of abuses to the property, vandalism, and 
other things that just happen in a program with well over two and a 
quarter million properties involved in it. 

Mr. Primus. Yes, but you did not testify that you take back any 
substantial number of properties. 

Mr. Kersry. No, we do not, sir, but I think I can go on and show 
you—— 

Mr. Puiups (interposing). What is the number you expect to 
take back, we will say, in the fiscal year 1952? 

Mr. Kesey. Eight-thousand in round figures, Mr. Phillips. I have 
the exact number here. There is a figure I believe which would be of 
interest to you in respect to the net result to the Government. I would 
like to correct that figure to say that the estimated number of ac- 
quisitions in total was 4,018 home properties instead of 8,000. 

Mr. Pius. Four-thousand-eighteen for this fiscal year. 

Mr. Kersey. For the 1952 fiscal year. We show the actual initial 
cost of the acquisition on the property because any amounts which we 
receive upon sale of the property are credited to the General fund in 
the Treasury Department, and out of any amount which we are ex- 
pending at the present time we recoup approximately 87 percent in 
the resale. 

Mr. Puttxuirs. Let me understand that, because that may be the 
point that is not clear in my mind. 

According to this if you expect to take a deficit next year out of 
4,000 houses of approximately $5,000,000, why would you have, in 
effect. a loss of $1,200 on every house? Do you mean you have some 
offsets against that ? These houses are worth about on an average $7.000 
or $8,000, and you are not losing $1,200 on each and every house, that 
average over-all on the houses you sell? 

Mr. Ketsey. It would run approximately that because of the cost 
of sale. There must be, of course, a brokerage fee of roughtly, 5 
percent. 

Mr. Puiutrs. Five percent on a $7,000 house is $350. You prob- 
ably have to pay for the transfer of title, and I will allow you $500 on 
a house including that. Now, you would still have to account for 
$700 on every house in the amount you are losing. That is not $700 on 
some individual house, it is the average over the entire field. I do not 
see how you can do it. 

Mr. Kersey. The fact remains that these houses, are, of course, 
houses that have been lived in, and often they have been abused. 
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Mr. Pures. And there is a rising market. 
Mr. Kersey. Yes, there is a rising market. There -have been lo- 

calities where acquisitions have been ‘high. For example, in a neigh- 
ie city where there was a rather large housing development, right 
afver the war, in which a large number of the veterans had employ- 
ment with a shipbuilding corporation and, the shipbuilding corpora- 
tion closed down, there were a large number of foreclosures and there 
ju st simply was not a market for those houses near to the price 
which had been paid for them at the time of purchase. 

Mr. Puiurs. Were you telling me that you have something still 
to offset against this $1,200 loss, or have you taken all of your 
deductions ¢ 


AMOUNT OF RECOVERIES 


Mr. Keusey. We have a continuing offset because of the charge 
which is made against the veteran for any expense that has been 
paid by the Government on the guaranty. There are recoveries in 
connection with benefits to those veterans from various sources; offsets 
from other benefits, a good illustration being the offsets against the 
recent special insurance dividend. As to claims paid on guaranties 
totaling $35,038,000, and that is the cumulative figure, we have re- 
couped | to date $12,656,000, which leaves a balance of $22,382,000, on 
which we will have further recoveries. 

Mr. Puitires. How much of the $22,000,000 will you recover ? 

Mr. Ketsry. That is problematical. In some cases the veteran, af- 
ter having been advised of this indebtedness may ask for considera- 
tion of a waiver of the recovery of the indebtedness. If he can show 
that there was no fault on his part, and that to repay this indebtedness 
vould work an undue hardship there is a provision in the law that 
the recovery of the indebtedness can be waived. 

That is, of course, an indefinite figure, and the question as to our 
ubility to recover from compensation payments, or insurance divi- 
lends is another example of something that is very diflicult to project. 

Mr. Putuurrs. Let me clear up one more point. Against this 
$5,000,000 which you say is your probable loss, is there any money 
coming in which does not pass through your hands, which goes direct 
to the "Treasury, and for which you have not taken any credit on the 
figures you gave us? 

Mr. Ketsry. No, sir; the money would all pass through our hands. 

Mr. Puisirs. You have some figures, you said, that you wanted to 
put in the record. 

Mr. Ketsry. I would like to perfect it. It was a hurry-up job, and 
I am not satisfied that it gives you just what you want. 

Mr. Patuips. Will you put that in the record ? 

Mr. Ketsry. Yes, sir. 

(The following was submitted later :) 

At the request of the chairman a typical example of a property acquisition will 
be furnished. You will note that such example shows a net expenditure of 
appropriated funds of $788. If this experience holds true in fiscal year 1952 
the net expenditure on 4,018 home property acquisitions would be about $3,116,184 
rather than the $5,000,000 which was used in discussions yesterday. It will be 
observed in the example that appropriated funds are required in a case of 
property acquisition for both the payment on the guaranty, and for acquisition 
and selling costs. Actually, the recovery through sale is applied as an offset 
against the combined total of such costs with a resulting net expenditure of 
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lovernment funds of $788. If it were possible to use the typical case and relate 
the 4,018 home acquisitions (p. 294) at $3,813 each to 4,018 claims paid on home 
guaranties (p. 291) at $2,390 each there would result a total disbursement of 
appropriated funds of $24,923,654 against which recoveries through sales of 
$21,757,470 could be applied to show a net actual expenditure of $3,166,184. 
However, the $21,757,470 would be deposited to miscellaneous receipts in the 
Treasury. 


ESTIMATES FOR READJUSTMENT BENEFITS 


Mr. PHitiirs. On table 1 of this salmon-colored book, you say we 
appropriated $2-505,600,000 for readjustment benefits in 1951 and that 
sum is 10 percent less than you had obligated during fiscal 1950; but 
in 1951 you only obligated $2,281,000,000 or 18 percent less than during 
the previous year. My question is why cannot you estimate more 
closely. During 1952 you estimate your obligations will be 33 percent 
less than during 1951, but if your experience as indicated for 1951 is 
any criterion, the percentage reduction ought to be more than that. 
My point is why cannot you estimate that more closely than you do in 
your justification to us. Can anybody answer that on your readjust- 
ment. benefits ¢ 

Mr. Baker. That comprises princip: lly the payments to veterans in 
training under Public Law 346 and the remnants of the unemploy- 
ment compensation or so-called 52-20 payments, and it is a load that 
is hard to predict because of external conditions which affect that 
rather materially, such as the Korean incident, the rise in employ- 
ment opportunities, and so forth. So the decline has been more rapid 
than we previously anticipated. 

Mr. Pritts. That is reasonable. 


NATIONAL Service Lire INsurANcE 


Here is another es: though, and this one is for Mr. Breining. You 
expect to obligate, for the National Service Life Insurance for 1952, 
$67,335,000, compared with $44,648,000 in 1951. If you will read last 
year’s hearing, at page 562 you assured this committee your needs 
were going to taper off from year to year, and I just wonder what kind 
of tapering off it is to increase it from $44 million to $67 million. 

Mr. BrerninG. That really is not an increase, Mr, Phillips, because 
we omitted in last year’s estimates any amounts for gratuitous insur- 
ance on account of Philippine claims, and I think I made mention of 
that. 

Mr. Puiiiirs. You did, but I do not think it represented that dif- 
ference of $23 million. 


GRATUITOUS INSURANCE, PHILIPPINE CLAIMS 


Mr. Brernina. It represented, on the basis of the information sup- 
plied to us, $44 million. Now the present estimate, of course, frankly, 
is quite inadequate because of the Korean situation. We are going to 
have a large additional amount of insurance payable on account of 
that incident ; and it is such incidents which make-the estimates proble- 
matical. In connection with the Philippine proposition, all we could 
get was the number of pendng claims and then take into consideration 
the percentage of probable allowances based upon past adjudications. 
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For instance, on this Korean situation, we have a certain number of 
death cases which we are reasonably certain will have to be paid, but 
there is a great number of missing cases which are problematical, and 
the percentage of those missing cases which will be payable on account 
of death is difficult to estimate. So on the basis of present informa- 
tion we cannot estimate with any degree of accuracy the amount of 
insurance which will be payable. We estimate about 50 percent of the 
missing cases will require the payment of insurance, but that may run 
75 percent; on the other hand, it may run less. 


BREAKDOWN OF NSLI ESTIMATE 


Mr. Prius. You think when you estimate $67,335,000 you have 
given yourself ample coverage ‘ 

Mr. Brernrne. I think that is ample coverage, except for the Korean 
situation. I can give you in detail just how that figure is made up. 
For instance, the $24,735,225 represents the extra-hazard claims under 
the National Service Life Insurance fund on account of death claims. 
The waiver claims under the Extra Hazard Provision will be $4,603,- 
386. The overpayments forgiven are $44,445. Gratuitous insurance 
will amount to $37,033,166. The extra hazard cost of the disability 
income provision, as distinguished from the regular coverage, will be 
$19,686. The so-called H insurance under the disability income— 
that is where the man could not qualify for fund insurance because 
he could not meet the good-health standards, but under the special 
provisions of the act of August 1, 1946, he was allowed to come in if 
the only bar was a disability directly relating to his service and he 
applied before January 1, 1950—is $66,984. ‘The amount pertaining 
to insurance coming in under same conditions as just mentioned but 
applicable to life coverage, as distinguished from the disability cov- 
erage I just mentioned, is $247,000. 

Mr. Putuiirs. How many items do you have on that list ? 

Mr. Bretnrnc. There are three or four more. Under “Medical” 
the rejected cases, which were brought in by the act of August 1, 
1946—that is, where the Veterans’ Administration rejected the appli- 
cation because the applicant could not qualify under the good health 
provision—the amount is $117,910. In those cases where the appli- 
cant made a future effective date and died before that date and there- 
fore, under the law as originally written, was not entitled but which 
cases were brought in by reason of the amendment of August 1, 1946, 
the amount is $235,080. In cases in which the allotment was discon- 
tinued because of court martial—A.W.O.L. and so forth—the amount 
is $232,209. 

Now, under “Credits,” are the premiums on the so-called H insur- 
ance—that is where the man cannot qualify under the fund disability 
income provisions—the amount is $75,816 and, under the regular cov- 
erage, $464,486. 

Mr. Puiuures. I think it all adds up to the fact that the $67 million 
is aS near a guess as you can make, and this difference of $23 million 
is apt to make it a reasonably liberal guess. 

Mr. Brertnine, No. sir. I think that estimate is pretty accurate, 
barring consideration of our Korean losses. The Korean losses will, 
of course, be something we cannot now figure accurately, particu- 
larly on account of the number of missing or unreported casualties. 
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Repuctrion «in Vartrous Estrmares, 1952 


Mr. Puiutrs. The reason I asked Mr. Moore so carefully the num- 
ber of people you have now and expect to have next year is because 
of the thread which runs rp your justifications. You have 
asked for 187,159 people, which is 3,52 20 more than you have this year. 
The most of that increase, I think, is in the medical functions. Ac- 
cording to me, your actual decrease in the general administrative is 
about 10 percent. But let me read to you out of your own justifica- 
tions. 

On page 5 of your justifications you say: 

The loan program is beginning to level off due to current restrictions on use 
of building materials and financing homes. 

Then, on page 36, you say: 

This estimate provides for a flat 10-percent reduction in requirements—for 
publications. 

On page 39, under “Mail,” you say: 

Mail receipts * * 
14 percent. 


* are expected to gradually decrease * * * about 


On the same page, page 39, you say: 
Over-all requirements for mail activities have been reduced over 16 percent. 
Then, on page 40, you say— 

The caleulated reduction in over-all workload for correspondence from fiscal 
year 1950 to fiscal year 1952 * * * is 19.4 percent. 

Also on the same page you say, “Based on forecast of activities 
related to claims” the estimated reduction is 12.1 percent. 

On page 41, you say “for publications and reproduction work” it 
represents a decrease of approximately 6 percent; travel authoriza- 
tions, a decrease of 8 percent; outgoing and incoming teletype mes- 
sages, a decrease of 8 percent, and field teletype activ ities, a decrease 
of 13 percent. 

Then on page 46, Veterans’ Accounts Division, you show a decrease 
of 24 percent. 

On page 52, under “Voucher audit,” for “Training and tuition,” it 
is a decrease of 42 percent; medical and hospitalization, 28 percent; 
employee travel, 8 percent. 

On page 66, you say there will be a decrease in the Veterans’ 
Administration real-estate activities. 

On page 69, under “Communication services,” you forecast a 
reduction. 

On page 70, you estimate a reduction of 97 percent in real-estate 
rentals for VA administrative space due to the transfer of leasing 
functions to General Services Administration. 

On the same page, you estimate a reduction of 26 percent shown for 
rental of equipment ‘and a reduction of 43 percent shown in utility 
services as a result of transfers to General Services Administration. 

I have taken those out of your own statements. I suspect there are 
more of them. There is no question that your workload, on your own 
statement, is going down. My question is a practical question. Why 
cannot you reduce your personnel? You certainly do not consider a 
10-percent reduction in personnel adequate to equal these reductions 
in the administrative functions of the agency. 
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OVER-ALL REDUCTION IN PERSONNEL SERVICES COSTS 


Mr. Moore. Might I state that on page 12 of the narrative state- 
ment, at the top of the page, I indicate total reductions of 7,500 
employees under the average number to be ‘employed during the current 
year and reductions in the salar y cost of $24,998,000, 

Mr. Puiuirs. And I am saying that is about half of what it ought 
to be. 

Mr. Moore. I am afraid we do not agree with you. We check those 
things forward and backward, and I think my estimate is very accu- 
rate. That is the best answer I can give you. I believe these estimates 
submitted to you are very, very close to what our actual needs will be. 


Mr. Puinurrs. With the reduced workloads all through the justifi- 
cations, why do you ask for 30 more people and $293,000 of additional 
money for salaries and expenses in “Executive administration” alone, 
on pages 6 and 8. 

General Gray. Mr. Phillips, this will indicate to you, I think, what 
Mr. Moore is trying to say | exhibiting chart]. This red line indicates 
the total employment in the Veterans’ Administration. This line 
[indicating | is the medical, and it is constantly going up. This line 
[indicating] is the other, and it is constantly going down. 

Mr. Puiturs. And I took that into consider ation in those figures, 
you note, and my comment is that the dotted line is not going ‘down 
quite fast enough. 

General Gray. You certainly have a right to your opinion. We 
think we are doing our best and keeping our workload and our em- 
ployment in proper ratio. 


VA TURN-OVER RATE 


Mr. Puttuipes. General Gray, what is your personnel turn-over down 
there ? 

General Gray. Two and one-half percent. 

Mr. Puitiies. That is not bad. That is high for industry, but it is 
not bad for the Government. 

Is that for the medical as well as the other? 

General Gray. That is for the entire agency. 

Mr. Puuuirs. Can you separate the two for me as to the turn-over? 

General Gray. I cannot in my mind, but maybe they have the 
records here. 

Mr. Props. Can you, Dr. Press? 

Dr. Press. I may have that. 


ADDITIONAL ATTORNEYS REQUESTED 


Mr. Puinuires. Passing that for the moment, you want five addi- 
tional attorneys, Gener al C lay, in Washington, as it appears on page 8, 
and you want 82 more in the field. 

General Gray. I need about 14 more in my office to keep me from 
going to jail. 

Mr. Puuurs. Maybe you do, but I do not see how it adds up with 
your reduced workload. 
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General Gray. Will you come down and sit down opposite me for 
awhile? 

Mr. Puicurrs. I am not a lawyer. You will have to ask some of 
the lawyers on the committee to do that. 

Mr. Opom. I think I tried to explain that program is still going up, 
and this reduction in these operative functions does not at all have 
any effect on that work, because that is still increasing in amount. It 
is one of those programs that do not go along ex xactly with the oper- 
ative program, because of the accumulated legal deficit, so to speak. 

Mr. Puiurrs. Did you find what you were looking for, Dr. Press? 

General Gray. Let me say I have duplicates on a small scale of these 
charts that you gentlemen can see more easily. 

Mr. Puiturrs. Did you want to show any more of those charts? 

General Gray. I will before we finish, but I pointed this out spe- 
cifically when you were talking about personnel. 


Hosprrat AND Domiciniary FAcILItTies 
INCREASE IN MEDICAL AND DENTAL COSTS 


Mr. FPuitiirs. Now let me ask Dr. Press why have the medical and 
dental fees gone up 23.6 percent as shown on page 3 of the justifica- 
tions. You testified in response to Mr. Yates’ question pretty thor- 
oughly on the fees, but I wondered if there was some reason for an 
increase of 23.6 percent, or is it an increase of the total cost ? 

Dr. Press. You are talking about the dollar cost ? 

Mr. Puiuiirs. Yes; the dollar cost on page 3 of the justifications. 
Does that represent all the new hospitals coming in? 

Dr. Press. No, sir; that is nearly all in dental fee basis costs. 

Mr. Puiuires. Why should they have gone up 23 percent ? 

Dr. Press. It represents the carry-over of the backlog of work 
which we should be doing this year for which we have no funds. 

Mr. Puitures. There is no increase in the fees themselves ? 

Dr. Press. No. There is a slight rise in the unit cost of dental 
‘ases, but it is not a reflection of rising prices; it is a reflection of the 
more complicated type of work being done. There is more replace- 
ment work being done. 


TURNOVER OF HOSPITAL PERSONNEL 


Mr. Puuipes. Is the turn-over of medical and hospital personnel 
the answer; do you find the answer in that, as compared to the general 
average of 2.5 percent? | 

Dr. Press. The replacement rate for the Veterans’ Administration 
for the month of January was 2.3 percent, and for hospitals alone 
it was 3.17 percent. 

Mr. Puiures. Do you have any reason for the higher turn-over in 
the hospitals? 

Dr. Press. Yes. We have a larger volume, generally speaking, in 
our hospitals of the lower classified and lower paid employees, “and 
particularly today that turn-over rate is rising and is going to con- 
tinue to rise. Asa result of competition from industry, we are losing 
our ward attendants, who are the large group of people that repre- 
sent this turn-over, at a rather alarming rate, particularly in some 
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of our NP and TB hospitals, which are in areas where defense indus- 
tries have begun to start up. 

Mr. Puituts. How about the professional staff turn-over ? 

Dr. Press. That is going up considerably as a result of the demands 
of the Armed Forces particularly. Weare losing them. That is not 
a replacement rate there; that is a net loss there. We are losing them 
and are not getting them back. 

Mr. Puiuirs. Does that refer to all types of professional service? 

Dr. Press. Particularly the doctors. We are still losing them, and 
that number is increasing steadily. They are also going into private 
practice as a result of the greater incomes they can make there than 
with us. 

Mr. Puiiiies. How about your doctors in the NP hospitals? 

Dr. Press. We are losing them. Probably that is the most disturb- 
ing loss we are getting because there is absolutely no chance of replac- 
ing those men. 

Mr. Puiiies. That is why I asked the question. It seems to me, 
of all your professional staff, the turn-over there should be the least, 
if you want the best professional results. 

Dr. Press. That is correct. 

Mr. Puiuirs. And there is nothing we can do about it ? 

Dr. Press. No, sir. 

Mr. Proxies. It is not a question of salary, so far as this program 
is concerned ? 

Dr. Press. Not unless the Government is willing to pay salaries of 
$20,000 and $25,000 a year and up. It is that serious a problem. 
Those men are in such short supply that in private practice they can 
make any amount of money, depending on the amount of time they 
are willing to put in on patients. 


SALARIES AND EXrEeNnseEs 
INSPECTION AND INVESTIGATION SERVICE 


Mr. Puiiiirs. Coming back to the general run of questions on your 
increase, on page 27 of the justifications you set forth the larger staff 
for inspection and investigation. You increased the number last 
year when you testified before us, and now you want a still further 
increase. Why should not we return to the 53 allowed you in 1951, 
or perhaps to even a lesser number ? 

Who knows about the inspection and investigation staff? 

Mr. Moore. Inspection and investigation depends a whole lot on 
circumstances and being able to get trained investigators. ‘That is a 
specialty in itself, and Mr. Galbraith, who heads this service, has been 
short-handed right along. I do not have the number of investigations 
here. 

Mr. Puitiies. What do they investigate ? 

Mr. Moore. They investigate pretty nearly everything—fraud, em- 
ployee actions—— 

Mr. Pumuips. What is their training? 

General Gray. They are a combination of everything. Primarily 
they are trained investigators incident to finding out what is wrong— 
that is, getting to the basis of the facts. And when it is found to be 
criminal, then we turn it over to the FBI. 

(After discussion off the record. ) 
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Mr. Ovom. There is, of course, a lot of investigation work done in 
the field, but this is the central-office force. It is ; mostly administra- 
tive investigation. 


ADMINISTRATIVE SERVICES—RECORD CONTROL 


Mr. Puturs. On page 37, you ask for 1,788 employees for “Record 
control and maintenance.” There you are getting over into a pasture 
with which I am more familiar. I get the impression, I will say very 
frankly, that that work drags. 

Mr. Bronson. I do not know what you mean by “drags,” Mr. 
Phillips. The bulk of those people are engaged in: operational activi- 
ties daily. Their work is created by the veterans who apply for 
benefits in the VA as a result of which records come to Washington or 
are created in Washington. 

Mr. Puturs. Why “should you need that many people to do that 
kind of work? 

Mr. Bronson. Because of the number of records we have. 

Mr. Pui.uirs. What is the load on each person ¢ 

Mr. Bronson. I cannot tell you that. 

Mr. Puiuirs. Could you figure it out ? 

Mr. Bronson. I might be able to. 

Mr. Puiuies. If you figure it out, I think you will find you can 
get along with not over 1,700 people. 

Mr. Bronson. The number no te might not have been so much 
had it not been for the Korean affair. The number of in-service insur- 
ance cases that have come into Washington, as Mr. Breining testified, 
has created literally hundreds of thous: ands of new records to be cared 
for since last June. 


USE OF TABULATING MACHINES 


Mr. Puivups. How about your assertion that “reduction in work- 
loads of the benefit programs cannot be directly applied to the machine- 
tabulating workload”? That is an entirely new theory to a man who 
has installed tabulating machines. I never knew of a case where a 
decline in the workload I did not make a corresponding decline in 
tabulating-machine work and sometimes a greater decline in the tabu- 
lating-machine work than the decline in the workload justified. 

Mr. Bronson. It depends upon how you use the records that are 
created. A reduction of the numbers of veterans in training, it is true, 
reduces the number of active tabulating cards you have to process, but 
it does not reduce the number of inactive cards which we process 
practically as often as we process the active cards to furnish reports 
and statistics for the Administrator monthly. They are all a part 
of the monthly reports. 

Mr. Puuuirs. Do you think some change in your procedures over 
there would cut down your workload of that kind ? 

Mr. Bronson. I do not know. 

Mr. Puuuies. I mean is it a procedural problem, or do you actually 
think you have to have all of the information that is being turned 
out. ¢ 

Mr. Bronson. Are you talking about any particular type of infor- 
mation or tabulating machines? 
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Mr. Putuiies. No; not any particular type, because I do not know. 
All I can see is a certain number of people to do a certain kind of work, 
and the number looks large to me. 

Mr. Bronson. I think if it were not done and particularly if it were 
not done this way, the numbers of people would be larger. The Ad- 
ministrator and the Assistant Administrators who require this infor- 
mation for many purposes, including that of the Congress, require that 
these data be furnished. 

Mr. Puuuires. Yes. But the theory of tabulating machines is to 
cut work down to the minimum. 

Mr. Bronson. That is correct. 

Mr. Puuwzipes. And, as I say, I have never known of any instance 
where a reduction in the workload of an agency of this kind does not 
reduce the workload of the tabulating-machine department. 

Mr. Bronson. The purposes of the reports that are submitted to 
the Administrator are of as much interest to him on inactive cases as 
they are on active cases of veterans in training. 


FINANCE MANAGEMENT SERVICE 


Mr. Putturs. Who has the auditing staff ? 

Mr. Bronson. Mr. Kelsey, I believe. 

Mr. Puitures. Now, Mr. Kelsey, on page 45 you are asking for 
nearly double your staff, are you not, or you have within the last 
year or so? 

Mr. Keusry. Yes; that is true. 

Mr. Puriures. I guess you know I would be the last one to question 
any need for auditing accounts, especially of those training institu- 
tions, but here we have the GAO coming over here and justifying 
large sums of money. Are not some of those same audits you are 
making going to be reaudited by GAO? 


AUDIT OF EDUCATIONAL INSTITUTIONS 


Mr. Kersey. Not in that group. We find that the General Ac- 
counting Office auditors on occasion do go into institutions and, when 
they are in there, we do not duplic ate their audits. Generally the 
audits by the General Accounting Office are of our own records, of 
our own payments of one kind and another, rather than the type of 
audits which are involved here in connection with these educational 
institutions. In other words, Mr. Sterling’s people make spot checks 
in these tens of thousands or more of institutions, particularly profit 
institutions, and find irregularities of one type of another—either 
improper charges based on improper rates or improper charges, for 
example, based on nonattendance of veterans at the schools—and if 
the situation appears to be at all general, they ask us to go in with 
a team of auditors and make what we call an institutional audit. 

Mr. Puiturrs. Mr. Sterling, what percentage of those schools are 
located in the New York City area, would you say ? 

Mr. Srirtine. I cannot tell you from my records here, but I can 
put that in the record. 

Mr. Puiups. Put it in the record, but give a guess right away. 
Would you say 20 percent of them ¢ 














1705 


Mr. Sriruinc. As of October 31, 1950, 15,948 schools below col- 
legiate level had veterans enrolled. Of this number 5,881 were schools 
operated for profit. In New York State there were 388 schools op- 
erated for profit which had veterans enrolled as of October 31, 1950. 

Mr. Puiairs. The reason I ask is that I saw some statement some- 
where in a journal that New York was also carrying on a similar 
investigation of those schools, and I have a note here that the prose- 
cuting ‘authorities in New York City and in other areas, which I do 
not have listed, are also investigating and taking legal action in these 

“ases. 

To what extent are they duplicating? I do not: like duplication. 
To what extent are they duplicating what you are doing or what the 
GAO or anybody else is doing? You say the GAO is not duplicating 
anything you do. How about the States: are they duplicating any- 
thing you do? 

Mr. Srrruine. I do not think so, because the States have the author- 
ity to approve an institution as qualified and equipped to furnish 
a course of education or training, and they get into these schools to 
supervise this feature. The Veterans’ Administration audit is a 
financial audit for the Federal Government which the States do not 
get into. 

Mr. Tuomas. Mr. Kelsey, cannot your activities be summarized 
thusly: Compared with the General Accounting Office, what you seek 
to do in 1952 is to step up your activity based upon Mr. Stirling’s 
calling to your attention your preaudit activities? That is what it is. 
It is a preaudit; is it not? 

Mr. Puitzies. No; I do not think so. It is a postaudit. 

Mr. Kertsey. No; not in the usual sense. 

Mr. THomas. The General Accounting Office makes a postaudit of 
your work, but you are now making preaudits, because a lot of those 
funds have been impounded, and before they are paid out you go in 
and audit the books. 

Mr. Kesey. That is right to a degree, but when we talk about our 
preaudit compared to the General Accounting Office’s audit, we are 
speaking generally of the vouchers themselves which are paid by 
the Veterans’ Administration and thereafter are postaudited by the 
General Accounting Office. As these vouchers are certified through 
the Veterans’ Administration, there would be little chance that the 
Geenral Accounting Office could pick up any irregularities as, for 
example, where a school charges the Veterans’ Administration tui- 
tion for full time of veterans and some one in Mr. Stirling’s organi- 
zation finds that there may have been absences of 50 percent, or some 
other figure, which, with the thousands of veterans involved, may 
run into many tens of thousands of dollars. So our audit is for the 
purpose of finding out what irregularities there are and what im- 
proper charges are being made by those schools. 

Mr. Putiires. What you are really testifying is that both you and 
the GAO are making what amounts to a postaudit, but you are making 
them together. They are doing what would be the routine work 
and gathering together material, and you do make pretty much a 
final audit, but then the GAO checks some of your cases just to keep 
*ts hand in. 
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Mr. Kersry. They may do that. As a matter of fact, they post- 
audit all payments. 

Mr. Puts. What this committee wants from you and Mr. 
Stirling is not a postaudit but a preaudit somehow. Cannot we get 
there before the horse is stolen, and could not we do away with some 
of your accountants and some investigators and things if we could 
get there at an earlier time? 

Mr. Kesey. If you could eliminate the fault which causes the 
erroneous charges, you could certainly do that, but that is a tremen- 
dously big problem: 

Mr. Puuurps. Well, Mr. Stirling is doing a pretty big job. 

Mr. Srrmeuine. Our standard policy procedure in our 70 regional 
offices requires our Business Relations Department in Vocational 
Rehabilitation Division in the regional offices to contact these profit 
schools at least twice each calendar year. When our contract man 
goes in there, he makes a preliminary survey, and if he finds some- 
thing wrong, something that looks out of the way, like attendance 
or the school is spending money for something other than what they 
have indicated to the Veterans’ Administration, we turn that over 
to the auditors in the Finance Division of the regional office for a 
complete audit. 

Mr. PHILurrs. Do you get to every school twice a year? 

Mr. Sriruine. Yes, sir; every profit school twice a year and every 
nonprofit school once a year—we turn information over to Mr. Kelsey, 
and on the basis of this his auditors make a detailed audit of that. 
Isn’t that true? Mr. Kelsey? 

Mr. Kersey. That is true. But there is the danger today that our 
audit in many cases occurs after the horse has been stolen from the 
stable, so to speak. In other words, we go in after something has 
been found to be irregular and attempt to recover, and it is not 
preventive measure in that respect. 


EMPLOYEE ACCOUNTS DIVISION 


Mr. Putuies. In your Employees Accounts Division—I keep com- 
ing back to this matter of the workload of the individual employee, 
and I think you could do some work profitably in your agency on 
that—on page 48, under “Employees Accounts Division,” you show 
a ratio of 245 pay cards maintained per employee in 1951 and 250 that 
you expect for 1952. Then on page 52, under the heading “Em- 
ployees accounts,” your rate of cards per employee is 250 in 1951 and 
260 for 1952. If one section can do 260 cards per employee, why 
cannot the other section do 260 cards per employee, too? While that 
may seem to be quibbling over a very small amount of work, that is 
the only way you are ever going to be able to cut the agency down—is 
to cut down on the procedures. 

Mr. Kersey. We have certainly improved considerably in the last 
2 or 3 years on the production of employees in this kind of work. 
T believe 3 years ago a ratio of 180 accounts per employee was estab- 
lished. That has moved to 250 and now to 260. T he 250 is for cen- 
tral office, where 2 pay systems, medical and regular, are handled. 
The 260 is for regional and district offices where usually only one 
system is involved. TI am not saying that possibly with increased 
experience that cannot be raised further, but there may be some point 
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of human limitation. But we do currently have our problems of 
turn-over, and when we have our problems of turn-over I am not 
talking only about employees who do the work but also the increased 
activities caused by employees leaving the rolls and establishing new 
accounts for replacements, all of which are certainly extra duties 
beyond the routine operations. 

Mr. Puituips. You see if you cannot get 260 cards out of them 
in the light of what you have already done. That is much better 
than 180, but let us not close the door to further improvement. 

Mr. Kewsey. No, sir. 


VA HOUSEKEEPING EMPLOYEES 


Mr. Puixuirs. I notice in reading over the hearings of last year, for 
example, that there was a lot of discussion, and the chairman himself 
pointed out the number of your employees engaged in what he called 
“housekeeping functions.” I do not find you have made any improve- 
ment in that. You had one to every eight in 1951 and want one to 
every nine in 1952. The point is, Do not tell me that is an improve- 
ment, because it isnot. It is not a reduced ratio that you got by reduc- 
ing the number of employees. You did not get it by reducing the 
number of employees; you got it by adding 3,520 to your ‘total 
employment. 

Mr. Ketsry. That is an over-all question you are asking? 

Mr. Putuirs. That is an over-all question. I mean to say why do 
not you do something about your housekeeping problem which the 
chairman spoke to you about last year. Let us see what happens be- 
tween now and 1952. 

General Gray, you told us last year you were going to have an 
expert by the name of Dr. Cook come in, and one of the first things 
he was going to do was to look into the need for the six area medical 
set-ups. I do not find any reference to what has been accomplished. 
What happened to Dr. Cook? 

General Gray. Dr. Cook is in there. He has established a Depart- 
ment of Hospital Operations in the Department of Medicine and 
Surgery. He was spoken of previously in this hearing. 

Mr. Prorairs. I did not find it in your justifications. 

General Gray. It was in the internal organization that did not 
require it. 

Mr. Putcures. Has he been successful ? 

General Gray. Yes, sir; very definitely so. 

Mr. Praiirs. Has he made any economies / 

General Gray. I think he has not only made economies but I think 
he has saved what would otherwise be increases and has very definitely 
gotten a broader grasp for the Medical Department and all of us of 
the general operation of the hospitals as a unified unit. 


AVERAGE COST FOR DENTAL TREATMENT 


Mr. Pututes. Here is another = for Dr. Press. Your aver- 
age dental bill is about $90. Mr. Yates or Mr. Andrews brought that 
out thismorning. Is that about what your average is for dental bills? 

Dr. Press. That is for dental treatment. W here the case is com- 
pleted, we estimate it will be $90 in 1952 for a complete case. 
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Mr. Puitures. How is that compared to 1951? 

Dr. Press. The average experience is running $83.25 at present. 

Mr. Puiuirs. Why the increase ? 

Dr. Press. The increase is in proportion to the repeat cases. The 
men are now coming back for a second and a third go-around and 
are having a more complicated type of dental work done. That is 
not an increase in the unit cost but, rather, in the total cost of the 
cases. They have more dental extracting and replacement work done. 

Mr. Puittres. You mean the veterans are getting older ? 

Dr. Press. The veterans are getting older. 


Hosprrat Construction Program 


Mr. Putuuirs. In last year’s hearings, at page 604, you said you 
needed about $154,000,000 to wind up your construction program. 
What is the current estimate ? 

General Gray. I made the statement at the beginning that the re- 
duction this year over last year in the construction | picture was 

$132,000,000 reduction in cash appropriation requirements for this 
year over last year. 


ADMINISTRATION 
COORDINATION SERVICE 


Mr. Puitures. Last year, in the hearings at page 508, the chairman 
also called attention to the large number of employ ees which you had 
assigned to what you called the “Organizational, procedural, and sta- 
tistical activities.” The table on page 21 this year indicates the num- 
ber was reduced from 164 in 1950 to 145 in 1951, which is a reduction of 
12 percent. This year you are not only asking us to give back those 
taken away from you or that you dropped off, but you want another 
four additional as well. Did you suffer any real hardship when you 
had a limit of 145? 

General Gray. There is one thing that is going on right now, Mr. 
Phillips, which has a bearing very definitely on that, and that is, we 
have engaged the services of an outst: anding management- -survey firm, 
by the name of Booz, Allen & Hamilton, and we are working in con- 
junction with them in connection with the survey and are working to 
put whatever may come from their recommendations that will effect 
economies and savings into effect as far as they can be worked out. 

Mr. Puuurrs. Let me quote from the testimony of Mr. William 
Divers, Chairman of the Home Loan Bank, who went through the 
same trouble in a smaller way, perhaps, as to the number of employees. 
1 asked him the question whether if he had any particular difficulty 
in getting along with a fewer number of employees, and he said: 

We have had no particular difficulty. As a matter of fact, the benefit from 
greater efficiency and quality, rather than being a handicap or putting a hard- 
ship on us, has helped, because every time we cut out an operation at another 
place the effect was felt throughout the entire operation. 


General Gray. That is exactly what we are trying to do. 


INCENTIVE-AWARDS PROGRAM 


Mr. Hays. May I make this statement. We have taken over the en- 
tire incentives-awards program, which accounts for an increase of 12 
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personnel. This program is required by law. We have also been 
asked by the Bureau of the Budget to develop and implement our 
present management-improvement program. As you know, this 
program encompasses work measurement, work simplification, forms 
and form-letter control and standardization, statistical research and 
special management studies. 


PROCUREMENT AND STORAGE 


Mr. Puixurres. I have another question to you, General Gray, which 
sort of intrigues me. 

General Gray. I hope it will me. 

Mr. Pures. You said last year you had a special committee com- 
posed of someone from Sears Roebuck, International Harvester, and 
A. & P. on this matter of an understandable practice of supplies and 
inventory problems ? 

General Gray. Yes. 

Mr. Puttutrs. Now, according to the justification, this is the way 
you have simplified it: You are going to spend $8.6 million—this is 
on page 266—to create a large organization for the procurement of 
medical supplies, which the Armed Forces in effect are duplicating, 
according to my way of thinking, through the purchase program of 
the Armed Forces. And, you are going to procure supplies and put 
them in depots of the Veterans’ Administration. Why would it not 
be more economical to have the purchases made through one group, a 
centralized procurement program, for all; why would that not be 
more economical ? 

How much is it going to cost you to procure supplies and ship them 
than it did through your own central organization ? 

General Gray. Colonel Dryden can answer that. 

Mr. Puiures. Let me finish the question then before you answer, 
Colonel Dryden. This indicates that you are going to use 167,000 
square feet of storage space. Now, where are you going to get the 
additional space in Washington at the present time, and how much is 
it going to cost, and why invest in additional storage space at the 
present time, in view of conditions in Washington? Would it not be 
better to have a central buying agency than to put $8,000,000 of your 
own money into such a program ? 

Mr. Drypen. This $8,000,000 is an indicated savings in the 1952 
budget, not an additional expense. 

Mr. Puivurrs. You are right. That is $8,600,000 of saving. How 
are you going to save on that sort of deal ? 

Mr. Drypen. It is this way, Mr. Phillips: By increasing the num- 
ber of items that we centrally procure and place in depots through 
our depot system, first, we get a better purchase price in the contract. 

Mr. Putcuirs. Well, how can you get a better purchase price than 
you would if purchases were being made for the Army, the Navy, the 
Air Force, and all the other departments? 

Mr. Drypen. I am speaking of the better price that we are getting 
now through the combined method than by procurement at the various 
individual stations. 

Mr. Puiturs. General Services Administration is now asking us 
for $100,000,000 more than the individual agencies involved were ask- 
ing for when they were operating separately. The Reorganization 
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Act was designed to cut expenses, and to have savings by being able 
to buy all the things the other agencies needed. Why not. let General 
Services Administration do your buying! = - 

Mr. Drypen. We are cooperating with General Services Adminis- 
tration. The programs that General Services is working on are, first, 
what they call the common-use items: that is, those items which are 
used generally by all of the agencies. We ourselves initiated a pro- 
gram with the General Services back in 1946, wherein we turned over 
to them those common-use items that we were carrying in our depots. 
At the moment our program is coordinated with the program of the 
General Services Administration. 

Also, on items that have been mentioned, medical supplies and 
equipment, it is to the interest of the Government that the Veterans’ 
Administration, which, of course, is the largest civilian user in that 
line, should continue to handle that portion of the program. 

Mr. Puinurrs. You did not figure on that extra square foot of 
storage ? 

Mr. Drypen. May IT explain that. ‘The square feet of storage space 
is currently available within our depots. We are not acquiring any 
increased storage space for our supply depots. 

Mr. Puimuirs. No more square feet in this Washington area ? 

Mr. Drypen. None at all. 

Mr. Yares. Is the storage being used in the California region ? 

Mr. Drypen. We have warehousing at Wilmington, Calif. 

General Gray. There are three supply depots. 

Mr. Puiures. At Wilmington, do you have extra space ? 

Mr. Drypen. We have just turned over the extra space to the Gen- 
eral Services Administration, when they lost space that they were 
occupying in Los Angeles area which was taken back by the military. 

Mr. Pinuirs. Well, I wish to indicate a certain amount of skepti- 
cism as to the probable saving of $8,600,000. I will be willing to be 
shown a year from now. 


Hosprrau AND DomiIciLiaRy FACILITIES 


Then I have another question concerning hospital employment, and 
this will be found on page 222: You expect a patient load of 7.7 
percent higher in 1952 than it was in 1951, and your over-all hospital 
employment will be up 10 percent ? 

General Gray. That is easily explained. 

Mr. Puitures. And medical equipment is going up 12.6 percent? 

General Gray. That is easily explained. As I indicated this morn- 
ing, the one difference between the Bureau of the Budget and our- 
selves is with regard to the precentage of occupancy that we have in 
the hospitals, and we cannot close the situation suddenly on our 
figures as against theirs. 

Mr. Puitiies. You are justifying an increase of 7.7 in patients and 
10.5 in employees, nonprofessional ; medical staff, 12.6. Do you think 
that is a normal proportion ¢ 

General Gray. I do, sir. 

Mr. Putiures. Do you, Dr. Press? 

Dr. Press. I am sorry, I did not quite get the question. 

Mr. Puiuirs. That is on page 228: Your patient load shows an 
increase of 7.7, and your nonprofessional employees, 10.5, and your 
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professional, 12.6, and you will recall that it usually runs about 1.4 
as between patients and the nonpatient load / 

Dr. Press. We staff ahead of receipt of patients when we open any 
hospital. The staff will have to be there before the patients come in. 


RESEARCH ACTIVITIES 


Mr. Puiuuirs. One final question: Last year, if you remember, there 
was <liscussion in the committee with respect to coordinating your re- 

arch activities, on research, which spreads throughout the entire 
roe rnment in ever-enlarging circles, sometimes with duplication, and 
you said a year ago that you were going to coordinate your activities 
with the Atomic Energy Commission and the Public Health Service. 
I was wondering whether you had accomplished any results in that 
direction. 

Dr. Press. Our research program has been coordinated. 

Mr. Puiuirs. The question was, Are you getting any results? 

Dr. Press. Yes; we have avoided duplication of research in research 
programs. For example, the Navy may feel that it has better quali- 
fied people and perhaps better materials in some fields, and also the 
Public Health and some other agencies have better facilities in some 
fields, and through a coordination in the program by the National Re- 
search Council we have prevented duplication of work at a consider- 
able expense. 

Mr. Puitiies. Have you gone far enough to prove them / 

Dr. Press. It isa littie bit too early to point to any particular thing. 
We feel, however, that we have produced a considerable amount of 
information which is of value. 


COOPERATION WITH ATOMIC ENERGY COMMISSION 


Mr. Puiuies. Do you in your hospital program cooperate with the 
Atomic Energy Commission and particularly in the use of isotopes ¢ 

Dr. Press. Yes. 

Mr. Puiuires. In your research program ? 

Dr. Press. Yes. We have one highly qualified individual in the 
central office whose background in the field of atomic energy goes back 
to about the beginning of the program by the Government. He is in 
charge of the use of atomic materials in the medical program, and we 
have set up laboratories which do research on atomic materials in the 
field of medicine. 

Mr. Coupert. Mr. Chairman, is there anything in the record here- 
tofore as to the percentage of occupancy of beds in the present hos- 
pitals by non-service- -connected patients’ 

Mr. Tuomas. I was going to put in a table on that. We have not 
put it in so far. 


PROCUREMENT OF MepiIcaL SUPPLIES 


Mr. Covuperr. One other question: I understand that the Veterans’ 
Administration buys its own medical supplies. I assume that the De- 
fense Department likewise purchases medical supplies of its own for 
its hospital operations and general medical requirements. Is there any 
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coordination at all between the purchases of the Veterans’ Adminis- 
tration and the Defense Department ¢ 


COORDINATION BETWEEN VA AND DEFENSE DEPARTMENT PURCHASES 


Mr. Drypen. Yes. You must remember that the Defense Depart- 
ment’s medical procurement is for items mainly for use in field opera- 
tions. When we talk about procurement we must think about unit 
packages and such thinks as specifications and cataloging; that is be- 
ing done by the Veterans’ Administration and is being ‘done in con- 
junction w ith the Militar Vv Establishment. Furthermore, we have this 
arrangement with the military, except in emergencies, no orders are 
issued for medical supplies until they are coordinated with the over- 
all program. 

Mr. Covuprerr. What do you mean by no orders are issued ? 

Mr. Dryven. At the present time the armed services medical sup- 
plies and equipment requirements are cleared through the VA to 
determine if any portion can be supplied by VA. 

Mr. Covuverr. But if both you and the military went into the market 
for very large supplies of a common medical equipment, there would 
not be any coordination as between you in that respect, would there ¢ 

Mr. Dryven. Ordinarily there would be. 

Mr. Couprertr. You do buy stuff like iodine ? 

Mr. Drypen. Yes. 

Mr. Couperr. And equipment material for hospitals? 

Mr. Drypen. Yes, but things of that nature must be packaged dif- 
ferently according to whether they are to be used at a hospital or used 
by the Armed Forces in the field. 

Mr. Couverr. I understand, but what I am trying to get at is the 
extent to which, if any, there may be competition in bidding for the 
run-of-the-mill commonplace medical equipment used by the Defense 
Department and the Veterans’ Administration ? 

Mr. Drypen. The coordination that I indicated is that we do not 
go into the market until we have gone through the coordination proc- 
ess, except in emergencies. 

Mr. Covuperr. That I understand, but I think what you have said 
so far is that before vou go into the market for individual orders you 
ascertain whether or not there are available supplies in the hands of 
the other agency, which the other agency should have. I am just 
wondering whether or not there is any attempt to avoid unnecessary 
competition in bidding for new equipment from the producers of 
medical supplies? 

Mr. Drypen. Yes. Before any large orders are issued they are 
cleared: there is coordination between the two, as I indicated. 

Mr. Couperr. I would like to get my own thinking clear, in the 
matter of coordination, because that is a very far-reaching question 
which involves so many agencies that we have had here, and Toby iously 
a great many other agencies. 

‘When you say there is coordination in the matter of going into the 
market and bidding for the common use supplies in your medical 
operation, I would like to know a little more in detail just what you 
mean. Do you mean, for instance, that if you are in need of some 
common medical items at all your hospitals in large amounts, that 
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you advise with the Defense Department at that time and tell them 
you are going to put out requests for bids as of the particular time, 
so as to be able to avoid unnecessary pushing up the price in the 
market / 

Mr. Drypen. That is just exactly what I mean, Mr. Coudert, not 
only in this field, but we do it in the construction field. 

Mr. Couperr. That is just what I wanted to know. Thank you 
very much. 

MPLOYMENT 


Mr. Corron. Mr. Chairman, referring to these charts, first, one 
No. 17, I believe it is called the organization chart: As you went 
through the charts with the chairman, you have indicated at several 
points the number of employees shown on the chart where the num- 
ber is given in positions, but that the amount of money you are asking 
for fiscal year 1952 contemplates a lesser number of actual employees, 
that is, the average employees during the year. Is that correct / 

Mr. Moore. That is correct. 

Mr. Corron. In every instance that was brought out, but for the 
record and for my own information I want to ask one or two ques- 
tions. For instance, on page 2 of the chart, referring to legislation, 
that shows 67 positions. Is that the actual number of man-years or 
actual number of employees for 1952? 

Mr. Tuomas. It is supposed to be the actual number—— 

Mr. Moorr. The 66 requested is the average employment. Chart 
No. 1, Mr. Cotton, gives the total positions, and if you will look 
there, you will see the amount of lapses and the average employment 
also listed. 

Mr. Corron. And does the information on the first page give it for 
ach succeeding page ? 


Mr. Moore. Yes. 
ESTIMATED AVERAGE EMPLOYMENT, 1952 


Mr. Corron. And referring to the panel up in the right-hand 
corner on the first page summary, that is, 12,989: Is that positions, or 
is that the actual average employment for 1952 / 

Mr. Moore. That is the average employment. 

Mr. Corron. And that is a summary of the various amounts 
throughout the whole set ? 

Mr. Moore. Yes. 

Mr. Corron. That is what I wanted to know. 


DEPARTMENTAL EMPLOYEES OUTSIDE WASHINGTON 


Mr. Corvon. Referring to the 12,989 employees on the chart, tech- 
nically, those are in the District of Columbia, but actually there were 
some that, for bookkeeping purposes, were in the District of Columbia 
who were actually out in the field ¢ 

Mr. Baker. Yes, sir; that is correct. 

Mr. Corron. Do you happen to know how many of them are in that 
category out in the field / 

Mr. Baxrr. No, sir; not offhand, but I can insert that in the record. 

80203—51—pt. 253 
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Mr. Corron. Will you do that? 
Mr. Baxer. Yes, sir. 
(The matter referred to is as follows :) 


Departmental employees stationed outside the District of Columbia, based on 
1952 fiscal year estimates 


IR ele Cogiiligelaetnbaunatannss 2 2 
IED PLETE LL LLNS DER ord) 2S 47 

Administrative services (including Philadelphia records center and forms 
tS ES ae Se ie Re Lee epee te le Se Ass dice hho Siok eck tim icks ak 
a as cesta dienes mage once erences 62 
Insurance (Philadelphia special insurance project) ~-----.--------------- 800 
Vocational rehabilitation and education___- 1 ty tl ae A pe A Be 29 
Medical administration___~___--_~ Me ELIE EER SE EER AS hoa Oe ep oA 120 
RSE BS PE ES ERE eat 2b va eee She FAS oe Me eee ye ee eee 19 
Construction and supply____-~..-------~--- ee a flee Nee nT ee oe ee 39 
_” Negged telar che cyt rneemtnal es oe fells sr ecthubieginiaeainie ye amine et aaa k 


ReADJUSTMENT BENEFITS 
SUMMARY OF LOAN GUARANTIES, 1946-52 


Mr. Tuomas. Mr. Kelsey and Mr. Reporter, will you insert the 
information I am asking for now from Mr. Kelsey following his 
statement of yesterday, on the guaranty program: Mr. Kelsey, at this 
point in the record will you insert a table showing the loan guaranties 
on your farms, business, and homes, the three classifications for the 
entire program ¢ 

For those three activities—when did you commence operating in this 
program ; 1945 or 1946 / 

Mr. Kerisry. Actually it began about January 1, 1945. The law 
was, of course, effective earlier. 

Mr. Tuomas. Furnish a table for each one of those three, for 1945, 

right on through the estimates for 1951 and 1952, showing for each 
of the programs and for each of the years the outside liabilities, and 
then total that all up for the three programs when you get through. 

Then in another column, in that same table, show your losses for 
each one of the years for the three programs. That will give us 
certainly a bird’s-eye view of how much money you have put out. in 
each one of the programs for each one of the years, and show your 
losses for each one of them. 

(The table requested follows :) 











1715 


*periitta aq ABUT SUBINIOA TPOITTM 07 SIGS JOIT1O ISUTBSB JOSJO 10 SrB.1910A 





ue? be cg 
11 ‘Z19 ‘bErs 
969 +1 


(s) 

(z) 

(z) 
9¢ 

(z) 
OFF “IST ‘OLT$ 
POT ‘OTS ‘OSz$ 
b6P ‘L9 


P19 ‘666 ‘162 ‘6$ 
LEP ‘Ege ‘299 ‘LIS 
LOP ‘S88 'Z 


99€ ‘SZ “FES 
bOE ‘TEL ‘STS 

092 ‘68 os ‘6g$ 

bel ‘ZE 

OF6 ‘Lbo “BOSS 
GSP ‘686 ‘E99 ‘6S 
ZG ‘ISL ‘SSE “SIF 
299 ‘160 “E 


| 





| 000 ‘SZ 
| 000 ‘OSes 
000 ‘S20 ‘I$ 


ZS61 ‘oz unr 
aalenUng 





| O9T ‘06S ‘TE 
| 000 ‘L6Z$ 
000 *06Z ‘TS | 































WIOI] WOPJOATTOD JeITP ‘AILINdas atqr3uyy Jo UONBpINbyT ory} wr101y A19A0d0I JatT1INJ 01 Joefqns 





‘IIQBIIBAB JON 
‘poyeUys| 


een [--stnene spunjai Joye JUNOUIL YON 





ZL ‘ORO ‘I$ Ife 
LL “G0r$ OZ “f poled ZuLNp pepunjes quNOULy 
980 ‘PST TS 198 * potted Zutinp pred qunouwe peyuy 























(z) - pred suitep jo loquinn 
























000 ‘T 00% “T I | PF 
000 ‘O0F$ 000 “00 | 222 ‘O6E$ z) sjueurfed Aqyinqeis jo yuNOWLY 
000 ‘000 ‘OTS 000 ‘000 ‘OT$ | £69 ‘Z60 ‘R$ | | +f ‘61$ ggg * souBinsul 10 AQURIENS JO JUNOUTY 
000 ‘00¢ ‘ZE$ | SOL ‘E86 ‘TES } (2) suBO] JO JUNOWB yRdwULg 
| 008 ‘ZI | Sob ZI | 2Lr Sl Sel se pasop) SUBOT JO JaqQuINN 
| | SS4NISAd 
| - | 1 | 
000 ‘sees | 000 ‘oes | 1S¢ € ‘19s 609 “bLZ$ | 022 ‘es | i “-"“spunjou Joye JUNOUIY JAN 
000 * ~4 I$ | 000 ‘OST$ OLS ‘26$ 29 ‘TS | polied Sup pepunjod JUNO Y 
000 ‘O0S$ | 000 ‘OOS$ | 6Lb ‘L9E$ 280 ‘S$ | 3 ~-~|" poled Zulinp pred junoure penruy 
OOF OOF | | (z) oo | pred suteyo jo aquinN 
000 ‘2ees | 000 ‘Zge$ | S69 ‘6IS$ *€60 ‘T$ ) (z) | (z | sjuowAed AyNjeus Jo UuNOW Y 
000 ‘008 ‘8$ 000 ‘008 ‘8$ | OLL ‘6ST ‘Z$ ‘66L ‘SZ$ | 682 ‘969 ‘LES 912 ‘698 ‘S$ QSL ‘Le | “doUBINSUT JO AjuBIENs Jo JUNOWY 
000 °SZ9 ‘0Z$ 000 ‘S29 ‘0Z$ | 92% ‘928 ‘LI$ “PLT 69$ | 668 “EbR 'L6$ (z) (z) suvo] Jo Junoure [edoulid 
00¢ ‘¢ 008 ‘¢ | 326 ‘F ‘pl | 1&9 “6% S61 ‘9 | OLZ ~-"""pasofo SUBOT JO BQUINN 
| 
Wuva 
| | 
000 ‘626 ‘ZI$ 000 “O8E ‘6S | £92 ‘OS ‘eg Lg¢ “E0L ‘3 | 826 ‘€b6 ‘I$ | ooo ‘ZIPS | 90 ” P a eS SPUNJol JOJJV JUNOUIV JON 
000 ‘008 ‘Z$ 000 ‘008 ‘Z$ | SE8 “SRE ‘ZS | 696 ‘SOL ‘TS | £20 ‘EEZ$ | 009 “POTS | 101 . “polued sulinp pepunjes JuNOWLy 
000 ‘P22 “SIS 000 ‘088 ‘TI$ | 109 ‘9E8 ‘2$ 920 ‘69% ‘FS 196 ‘929 ‘Z$ COZ ‘LIS$ | gel n<she~c-si-naee Suynp pred junoure peniuy 
009 ‘9 OOF ‘¢ | 901 ‘+ | 906 ‘2% POL T | (z) es a pred suieyo jo saquinn 
000 ‘00 “¢2$ 000 ‘169 ‘T8$ | O&¢ ‘692% ‘Ses | O82 ‘666 ‘9z$ ZZ ZHEL ‘HSS | (z) (z) |-----squemAed Aqinqyeis Jo JuNOWLy 
000 ‘000 ‘08% ‘Z$ | 000 ‘002 ‘100 ‘Z$ | TOS ‘ZS IS6$ | SZO‘LZT ‘6Z9$ =| G06 ‘208 ‘097 ‘TS | 262 ‘THO ‘ESL ‘TIS | 296 eg 408 ‘SI$ | “eouBINsuy 40 AjUBIENZ Jo JUNOUTY 
000 ‘000 ‘008 “E$ | 000 ‘008 ‘OTS “E$ | ZZE ‘SOL ‘ZIT ‘ZS | SIS ‘OIL ‘Ez ‘I$ | OOS ‘SEE ‘ZIS ‘ZS | 1Z9 ‘ORE ‘OE ‘Es ~~>""""suRoy Jo JunoUIe [edjoulid 
000 ‘00¢ 000 ‘Tro 09E ‘O8E | O8E ‘09% | 288 ‘6Lb | og ‘Reg a. ACTS [|| Ur “"=""pasojo SUBO] JO JAqUINN 
| } aWKOH 
! 
000 ‘F£0 ‘bI$ 000 ‘S69 ‘OT$ | 22 ‘ZOL ‘2$ | bE ‘STL ‘og | 8F9 ‘006 ‘b$ | 226 ‘poe ‘I$ oS ES cine: ‘Spear. ¢ Spunjol Joye JUNOUIL JON 
000 ‘STE “Es 000 “$26 ‘Z$ | PLE ‘LIS ‘ZS | $20 “E82 ‘I$ | 026 ‘S10 ‘I$ 886 ome renee =)-=-noted ZuLInp pepunjes JuUNOWL 
000 ‘6FE “LI$ 000 ‘029 ‘E1$ ShL ‘616 ‘6S | 62 ‘86F ‘2 | 899 ‘G16 ‘C$ | 101 won teane ees posed Sulinp pred junouie yeyruy 
000 ‘8 000 ‘2 Z£0 ‘9 | 26% ‘¢ | ‘€ tee tae Webbed om ~~pred suiTeyo jo saquinn 
000 ‘292 ‘92$ 000 ‘hb ‘Z8$ OSE ‘S26 ‘SES = | GZS ‘ZIB ‘22S =—s |: BK ‘ISI ‘LE | 691 008 ‘T$ | ~SjueurAed 4q1njeis Jo yUNOUTY 
000 ‘008 * 362 ‘Z$ | 000 ‘00S ‘0z0 ‘ZS | FIZ ‘ERE ‘996$ | LBP ‘OST ‘669$ ROT “LIE ‘TS 889 *Z CZ@8 ‘PFO ‘6I$ | ~~ 9oUBINSUT JO AjUBIeNS JO JUNOUTY 
000 ‘SBI “ES8 “S$ | 000 “SZ9 ‘69E "ES of ZI ‘Z$ | SBE ‘ZO ‘ZSE ‘IS VER ‘796 ‘ZF | (z) roe (be 2% suvo] Jo Junowe [edjoulig 
000 ‘8T¢ | 000 ‘6g¢ P82 ‘16 | 18% ‘622 a) 681 822 ‘ZI ee eee “pasojo SUBOT JO JOqUINN 
| } } | 
| | IVLOL 
' | | | | 
| | | | | 
1 2961 1 [96T O¢6I | 6F6I Sh6T | L¥6I | 9F6I | orb 
! 
| 








(papoaloud pup jonjzov) svah poosyf fiq 


$92;82)0)8 buijpsado 


fiquvsnn6 uvo) fo hunmwng 








1716 


TYPICAL HOME LOAN CASE 


Mr. Tomas. Now you are asking here funds, and the record should 
show in that respect that the initial ‘out: vy of funds is directly through 
Treasury authorization, but the acquisition funds or repossession 
funds are direct appropriation. 

Now your testimony shows that you are going to repossess perhaps 
4,000 homes during 1952, at a cost of $1,200 each. 

Will you give us a typical case, show the items that make up the 
$1,200, which you indicated this morning and yesterday that your 
average cost of selling would be? You gave us the total, but break 
down your average figures for the $1,200 at this point in ‘the record. 

(The information requested follows:) 

The typical case below shows the current average cost of $788 rather than the 
$1,200 figure used in the discussion. 

Financial analysis of typical Home Loan claims and property disposition case 
1. Original loan (first mortgage) : 
pg ES ta oe SE Se. Se ee ee ee a ee $6, SOO 
SIN I ote a ct ser eh pcoeb cnldnpesinh is csien oder te biacaiaemdeseadpecsiond 3, 400 


2, Loan balance prior to claim: 
Principal balance___- Bee oie ed a 





SS ETE A PRS LN NO OS ee 100 
I I an att enc rcs as cnesenien antes eg ale onepeaeasariacoeeetee 6, 600 
3. Amount of claim paid by VA___---__ ERS Tae AEA SAE eC IE on OO 3, 300 
4. Property acquisition cost: 
i oo ele iene s $3, 300 
OES SO Se a Ree ae eS 88 
Property taxes____-_-- NEES IP oth ep EL en NES 150 
ES RS Sie eee ome nese ee ee ct ee 165 
EIS OE Is NTT LEE ET COE OE EE ES ELEN ee 65 
IE Ce Es RE ol a 25 
Revenue stamps___-----~- Seanad Coch eter ASE on BS 12 
Recording fees___- ste SOE APS eee ASS RE Ie ES Ss 
2 SLES, SR a a ey te Le EE oe eA” ee 3, 813 
i emer Semin 7,118 
6. Upset price (designated amount for credit to VORGIE) .2cec ae 
een ns IO oo eee 7913 
8. Ledger value of property : 
Initial capitalized value (upset price ee $6, 200 
Subsequent expenditures : 
Title examination________ ies nee 
Operating costs while owned (ine luding taxes) 100 
ee ee TET ee be ee Sere ee ee EN? Ph arg 135 
——__ 6, 385 
NN EE SLE ATRIA. TLE, TOE AONE AAO Ee 6, SOO 
10. Less selling expense (5-percent commission )_~-.-.----______ 340 
re re ic eat eae oadieethens _... 6,460 
12. Cumulative expenditure to date of sale ($7,118+$135)_-..._____.. 7 248 
13. Net expenditure of appropriated funds______-_----_---____________ 7788 
SS EN LE, AO Ae TOE I - 125 


1 Subject to reduction by direct collection from veteran or offset against other benefits to 
which veteran may be entitled. 
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ADMINISTRATION, MepicaLt Hosprrat AND DomicILIARY SERVICES 
MEDICAL PROGRAM 


Mr. Tuomas. Now, Admiral Boone and Dr. Press, with respect to 
the medical program: At the point following your testimony yester- 
day in the examination of the medical facilities and hospital care, will 
you insert in the record at this point the table appearing on page 135 
of the justifications, which is a breakdown by programs numbered 
8,000 to 9,000. That is the medical and hospital, which shows for 1950 
the total cost of $585,095.983; for 1951, $612,024.263: and for 1952. 
$659,890,000, which is an increase of about $47,000,000 over 1951. 

(The statement referred to follows:) 

The following tables present a comparison of employment and obligations by 
object of expenditure and program for fiscal years 1950, 1951, and 1952: 


By program 





Actual Estimated Estimated 2" vr) 
fiscal year fiscal year fiscal year haiti ra 
1950 1951 1952 1952 over 1951 
8100 Medical, hospital, and domiciliary ad- 
ministration y d $8, 309, 958 $8, O81, 700 $8, 383, 400 +$301, 700 
8200 Medical research_. : : } 3, 718, 939 4, 500, 000 4, 500, 000 
8300 Education and training. __- : 1, 160, 251 1, 700, 000 1, 700, 000 
8400 Hospital care (in-patient)... ___- 412, 780, 097 441, 698, 019 4%), 237, 600 
8440 Contract hospitals 39, 618, 897 26, 371, 700 17, 276, 200 
8510 Domiciliary care (VA : 18, 654, 900 19, 911, 200 
RADO) «State homes a, 3, 900, 000 4, 095, 000 
S600 Out-patient care 113, 873, 137 101, 806, 144 113, O80, 000 
S700 Supply depots 2, 691, 232 2, 181, 800 2, 129, 600 
Total 8000—Medical, hospital, and | 
domiciliary | 602, 717, 213 608, 894, 263 661, 313, 000 +52, 418, 737 
9000 Capital expansion cack 4172, 094 309, 000 340, 000 +31. 000 
Total 8000 and 9000 603, 189, 307 609, 203, 263 661, 653, 000 +-52, 449, 737 
Less 
‘Transfer from prior appropriation balance —15, 000, 000 — 179, 000 0 +179, 000 
Reduction of depot stocks 4,395, 403 ——5, 000, 000 0 £5, 000, 000 
Reimbursements —, 552, 481 —2, 000, 000 — 2, 263, 000 263, 000 
Add: 
Unobligated balance +4, 585, 122 0 0 0 
Purchase of initial portable equipment +3, 269, 448 0 0 0 
Reserve (sec. 1214, 1951 Appropriation Act) 0 | +10, 000, 000 U 10, 000, 000 
Total, appropriation or estimate, pro- 
grams 8000 and 9000 - 585, 095, 993 612, 024, 263 659, 390, 000 +47, 365, 737 





OBLIGATIONS BY OBJECTS 


Mr. Tromas. Will you insert also the table on pages 136 and 137. 
which gives the table of expenditures by programs, but the main point 
there is the personnel and the cost of your other obligations. 

And it might be of interest if I summarize it here briefly, that your 
hospital program in 1950 was 116,750; for 1951, 119.793, and for 1952, 
150,817, or an increase over 1951 of 11,024 in the 1952 over the 1951 
in this hospitalization program and medical general. 
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(The statement referred to follows :) 


By object of expenditure 
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Mr. 


1951 was $4,500,000 : 





Decrease in hospital and domic iliary 


stocks___- 
Other 
Equipment (repk icement) 


Unobligated balance. - - 


11 Grants, subsidies, and contributions 
Total program 8000 
PROGRAM 9000 
09 Equipment: Initial portable equipment 
10 Lands and structures 
Total, program 9000 
Total, programs 8000 and 9000 
Less: 
Transfer from prior appropriation balance 
Reduction in depot stocks 
Reimbursements 
Add: 


Purchase of initial port: ible e equipme nt 


Reserve (sec. 1214, 1951 Appropriation Act) 


Total, 
grams 8000 and 9000 





appropriation or estimate, 


pro- 





In the program discussions which follow, 
analyzed in detail. 





—981, 346 | 


46, 180, 031 
8, 362, 008 


3, 355, 405 | 


13 


602, 717, 2 


0 | 


72, » O94 


_ 472 : 004 


603, 189, 307 


—15, 000, 000 | 
—4, 395, 403 | 
— 6, 552, 481 | 


+4, 


0 


585, 095, 993 


585, 122 | 
+3, 269, 448 | 

















| 46, 858, 532 
| 8, 282, 439 
3, 900, 000 


608, 894, 


263. 


60, 674 
248, 326 


309, 000 


~ 609, 203, 263° 


—179, 000 
—5, 000, 000 
— 2, 000, 000 


0 
0 
+10, 000, 000 


612, 024, 263 


~ 51, 092, 600 
8, 010, 900 
4, 095, 000 


661, 313, 000, 


Actual Estimated | Estimated weeny (+) 
fiscal year fiscal year fiscal year ot oe 
1950 1951 1952 prea law 
1952 over 1951 
PROGRAM 8000 
01 Personal services: 
Average employment: 
Departmental.__- 1, 603 1, 455 1, 489 +34 
Field __- 115, 147 118, 338 129, 328 +-10, 990 
Total : 116, 750 119, 793 130, 817 +11 024 
—_ ———— | a [Le cnmescmasesneeees —— 
Net salary cost: | 
Departmental | $7, 544, 857 $7, 232, 800 $7, 541, 500 +$308, 700 
Field A | 365, 493, 341 | 385, 613, 722 424, 091, 300 es 477, 578 
 —— a 37 3, 038, 198 | “392, 846, 522 431, 632, 800 4.38, 786, 278 
Other objects | 
©2 Travel: | } 
Employee ._---.--- | 1, 333, 399 | 1, 301, 545 1, 823, 600 | +522, 055 
SS SS | 6, 642, 973 | 6, 808, 431 8, 125, 400 | +1, 316, 969 
03 Transportation of things: | 
Shipment of bodies 179, 579 | 193, 298 225, 100 +31, 802 
Other : A | 3, 849, 531 | 3, 761, 996 4, 242, 200 +480, 204 
04 Communication services. -_- | 1, 214, 632 | 1, 542, 100 1, 536, 100 —6, 000 
05 Rents and utility services... __- | 6,903,362} 7, 290, 400 7, 840, 100 +549, 700 
07 Other contractual services: } | 
Medical and dental fees_- } 49,199,729 | 40,787,600 50, 425, 600 +9, 638, 000 
Other : | 57, 226, 172 | 47, 665,000 | 42, 580,000 | —5, 085, 000 
08 Supplies and materi: als: | } 
Provisions, raw food issues. | 46, 213, 540 | 47, 656, 400 49, 683, 600 +2, 027, 200 
} 


+4, 234, 068 
— 271, 539 
+195, 000 


+82, 418, 737 





121, 300 
218, 700 


340, 000 


661, 653, 006 ) 


0 
0 
— 2, 263, 000 


0 
0 
0 





+60, 626 
— 29, 626 





+31, 000 


er 52, , 449, 9, 737 


+179, 000 
+5, 000, 000 
— 263, 000 


0 
0 





659, 390, 000 


—10, 000, 000 


+47, 365, 737 





MEDICAL RESEARCH PROGRAM 


the above fund requirements are 


Tuomas. Will you please insert page 180 which deals with 
medical research, which by dollar costs for 1950 was $3,718,939; for 
and for 1952 it is $4,500,000, 
(The statement referred to follows :) 








1719 


PROGRAM 8200-——MEDICAL RESEARCH 


I. Following is a table of actual and estimated requirements for the general 























medical and prosthetic research programs for the fiscal years 1950, 1951, 
and 1952: 
. ; Actual Estimated Estimated mae 5 (+) 
Object of expenditure | fiscal year fiscal year fiscal year | ha -¥ 
1950 | 1951 1952 —«| , Crease (—), 
| | 1952 over 1951 
01 Personal services: | 
Average employment--.-......--..-- | 445 550 +105 
Total personal services. .-.--....-- "$1,665 6! 658, 700 ; $2, 139, 200 7 +5480, , 500 
02 Travel: | ik cael * le 
Employees .-_-_-.--- —— 36, 037 | 53, 000 60, 000 +7, 000 
Se aon 46 | 800 | 1, 000 +200 
05 Rents and utility services ___- iain $9 ibe Sige : ar 
07 Other contractual services : 1,296,807 | $2, 186, 800 $1, 649, 800 —$537, 000 
08 Supplies and materials___-_--_- 573, 264 | 332, 000 | 350, 000 | +18, 000 
ee RNa Sse 456, 407 | 268, 700 300, 000 | +31, 300 
TONER Oaler CNRS S55 ons osc ke | ES 362, 562 | 2, , 841, 300 | 
Grand total obligations. .._______- ee ami 3, 718, 9 939 is 


— _| a 
4, 500, 000 | 500, 





A. The medical research program is an integral and essential part of the VA 
medical program. Through the medical research program professional personnel 
are furnished the facilities to enable them to seek and devise new and more 
effective methods of treatment of the diseases and injuries of veterans patients. 


MEDICAL RESEARCH OBLIGATIONS BY OBJECTS 


Mr. Tuomas. Will you follow that by inserting page 183, which is a 
breakdown of the costs, and page 184, which brings « out that you are 
spending $791,882 for contractural services. 

That means in research in the various institutions, paying for the 
training of doctors and so on. In other words, your research program 
is broken down into three parts: One for research in your own insti- 
tution; one for inter-VA projects research, which means more of the 
same thing, as far as research in your own laboratory is concerned ; 
and, three, for contractual rese: urch, and that is for the doctors you 
are sending to school in the major institutions for research ¢ 

Dr. Press. That does not include sending them to school. 

Mr. Tuomas. You set out here some 75 to 80 jobs, and I thought that 
was for sending them to school? 

Dr. Press. No. The cost of sending them to school is set out in the 
table on page 196. 


Mr. Tuomas. How much is that? 
Dr. Press. That is $1.7 million. 
Mr. Tuomas. That is in addition to the $4.5 million ? 


Dr. 
Mr. 


Press. Yes. 

Tuomas. That makes a total of-—— 

Dr. Press. Combined research and education ? 
Mr. Tuomas. Yes, of $6.2 million. 

Dr. Press. Yes. 











Object of expenditure General Fiscal year 





p> : atic 
medical | Prosthetic | 1959 ‘total 
01 Personal services: } 
Average employment - _- P . 534 | 16 550 
Total personal services : $2, 075, 068 $64, 132 $2, 139, 200 
02) Travel: 
Employees 2 56, 000 | 4, 000 60, 000 
Beneficiaries 1, 000 | 1, 000 
07 Other contractual services SA2 $712, 918 $1, 649, 800 
08 Supplies and materials 35, 000 15, 000 350, 000 
09 Equipment 3, 050 3, 950 300, 000 
Total other objects 932 735, 868 2, 360, 800 
Grand total_. 3, 700, 000 800, 000 4, 500, 000 


II. The general medical research program continues, as in past years, to be 
conducted under three plans of operation: namely (1) research laboratories 
in VA hospitals; (2) intra-VA project research: and (3) contractual research. 
The estimated funds required for general medical research, by plan of operation 
and object of expediture, are as follows: 


Research is oiee 
hora tortion Intra-VA 


wets Contractual | 
in VA prowess 





Object of expenditure . research research | Total 
hospitals | 
(A (B) | (C) 
01 Personal services 
Average employment _ $11 123 534 
Total cost $1, 597, 802 $477, 266 $2, 075, 068 
02 Travel 
Employees 12, S80 43, 120 6, OOO 
Beneficiaries 1, 000 1, 000 
07 Other contractual services $80, 000 $791, 882 
O8 Supplies 100, 500 
09 Equipment RR. R15 
Total other objects F 519, 615 313, 435 791, 882 1, 624, 932 
Grand total ‘ 2, 117, 417 790, 701 791, S82 3, 700, 000 


1. Research laboratories in VA hospitals 

Under this program the Department of Medicine and Surgery provides re- 
search laboratories in all teaching hospitals and in some of the larger non- 
teaching institutions. These laboratory facilities provide opportunities for in- 
vestigation for physicians in the training program and stimulate them to the 
study of the clinical problems encountered in the course of treatment of patients. 
In addition, these facilities are available to the full- and part-time staff in order 
that they may investigate and make an evaluation of etiology and pathogenesis 
of disease entities. Such laboratories are an integral part of physician training, 
are required in solving many of the clinical problems encountered in the hos- 
pital, and add materially to the general store of medical knowledge. Through 
this medium, sound practice in good medicine is continued as well as elevated. 


PROGRAM 8&300-—EDUCATION AND TRAINING 


Under the provisions of Public Law 293, Seventy-ninth Congress (38 U. S. ¢. 
15), the Administrator is authorized to pay for tuition, educational fees, and 
transportation of personnel of the Department of Medicine and Surgery in order 
to increase their professional knowledge. The following table affords a ready 
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comparison of fiscal year 1952 estimates with actual data for fiscal year 1950 
and estimates for fiscal year 1951: 


Increase (+ 


Actual Estimated Estimated 


Obligations fiscal year fiscal year fiscal year “ or de- 
1950 1951 1952 nro gee ER A 

eld 1952 over 1951 

02 Travel, emplovees ‘ $274, 913 $224, 800 $599, 800 +-$375, 000 

05 Rents and utility services ; 3, O81 &, 000 8, 000 |. ae ial 

07 Other contractual services 637, 378 1, 278, 400 903, 400 375, 000 
0&8 Supplies and materials__- 16, 391 118, 400 118, 400 

ee ee eee ae : ‘ - 228, 488 70, 400 70, 400 . 

Total obligations........__. a Saree 1, 160, 251 | 1, 700, 000 1, 700, 000 . 


| 


A dynamic educational program, constantly on the alert to reiterate the basic 
principles of good medicine and to disseminate the latest in modern medicine, is 
essential for the effectiveness of a medical program committed to furnishing the 
best in medical care. The development of civil hospitals under the direct super- 
vision of medical schools or in affiliation with universities is evidence of the 
growing recognition of the importance of such well-planned educational activities. 
If the Veterans’ Administration medical staff is to keep abreast the rapid 
advancements being made in all fields of medicine and its allied sciences, educa- 
tional opportunities must be provided. Furthermore, since educational oppor- 
tunities (facilities and teaching staffs) in other hospitals are constantly 
improving, the Veterans’ Administration must be able to offer comparable oppor- 
tunities in order to recruit the high type of personnel which desires continued 
training in the field of medicai care. 


Hospirau AND DomiciLiary Faciiiries 


LENGTH OF STAY IN HOSPITALS 


Mr. Tuomas. Admiral Boone, there has been much criticism 
throughout the country, and by a good many veterans, on the length 
of time that veterans are permitted to stay in hospitals, in those cities 
and communities where you have veterans’ hospitals operating. 

These allegations are made not only by many veterans but non- 
veterans that the hospitals were receiving patients and if the veterans 
were paying for their stay in the hospital, instead of their staying 
for a week or 10 days, that they would stay there perhaps 1 or 2 days 
like normally the nonveteran stays in a private hospital when he is 
paying his own bill. We have instances cited where veterans go to 
a hospital and stay there for 2 or 3 weeks for a check-up tliat is 
perhaps being performed in a civilian hospital, where they are paying 
their own bill, in less than 2 or 3 days. 

What is the average length of time that the non-service-connected 
veteran stays in one of these institutions ? 

Dr. Press. The stay is the same as for a service-connected case. 

Mr. Thomas. What is the average length of time you think it should 
be, Adniiral Boone, because Admiral Boone is going to cut down the 
length of time the veterans stay in the hospitals? De they stay about 
twice or three times the length of time they would be in some civilian 
hospital under a doctor in a town or a community where you have a 
liospital located, say where a private patient is treated by a doctor? 
What is about the average length of time? 

Admiral Boone. I would like Dr. Press to get the answer to your 
first question. 
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Mr. Tuomas. Yes, Admiral. You have only been on this job about 
30 days, but I imagine you have a pretty good idea on it? 

Admiral Boone. I have not had an o yportunity to make a visit to 
the hospitals, but T can assure you that I am going to work very ener- 
getically to make sure that these hospitals are not made country clubs. 
i had to close out a hospital in the military on that same basis. 

Mr. Tuomas. What do you think as to the conditions as they prevail 
as of now; what would be your view ? 

Admiral Boone. As I say, I have not had a chance to visit them, 
and I would have to testify only from the figures, but I will check 
on these various facilities very shortly. 

Mr. Tuomas. What is the figure, Dr. Press? 

Dr. Press. For the fiscal year 1949 the average length of stay of 
all of our patients of all wars, all types of patients is 59.46 di ays. 

Mr. Tuomas. Per year? 

Dr. Press. That is the average length of stay, the average of all 
patients of all wars was 59.4 days. 

Admiral Boones. I think that figure would seem quite high to the 
layman, but here you are dealing with a much older group in the 
veterans, when you deal with cardiovascular cases, cancer cases, pros- 
thetics, paraplegics, neuropsychiatric, tubercular cases, and so forth; 
your problem is very much complicated. 

Mr. Tuomas. I prefaced my statement by saying whatever figure 
you gave was not going to reflect the true picture, on account of that 
factor and on account of other factors which are all comingled there. 
Anyway, the civilian population and the civilian doctors and the news- 
papers in the towns where you have all of your veterans’ hospitals are 
constantly raising this point, that they stay there too long, that they 
stay there two or three times as long as the civilian stays in his civilian 
hospital when he goes there and pays his own bill. With the terrible 
criticism leveled at the Veterans’ Administration it indicates waste, 
and it is very irksome to the civilian population. In other words, you 
do not want to incite the envy of your civilian population and have 
arrayed on one side your civilian population who pay for their treat- 
ment and on the other side those who get it free. 

Dr. Press. A great deal of “hay” has been made at our expense by 
the civilian hospitals on that very point. If we were both treating 
to same types of cases there would be some ground for their criticism. 
Their length of stay is based on acute cases and thus the turn-over of 
cases is rapid, Take a case of appendicitis and compare their length 
of stay in both hospitals and there is practically no difference. 

We treat all types of cases including the chronic case which does 
not in the first place get into a civilian hospital, or if he does he is 
transferred to a State or country hospital or the veterans’ hospital as 
soon as possible. That represents for the chronic case the port of last 
call. You will find very rarely a case, even in a State hospital or other 
hospital where they are paying for their care a patient staying 1, 2, 
3, or 4 years. We get them because we have no other place to send 
them. ‘In that connection, on the length of stay, we get our cases 
coming to us cold. We have not seen them before. The civilian hos- 
pital gets the patient admitted by the family doctor. 

Mr. THomas. You have seen most of these fellows time and time 
again: what are you talking about ? 

Dr. Press. No; we have not. 
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Mr. Tuomas. They are regular customers with you. 

Dr. Press. No; I am talking about the acute cases. 

Mr. Tuomas. Take a man who has 10 percent disability, and General 
Gray gave us some figures here this morning, your biggest hospital load 
is in people drawing 10-percent disability, who go to the hospital with 
the idea that they ought to have 20-, 30-, or 50-percent disability, and 
they stay there from 10 days to 2 or 3 weeks. I have knowledge of 
them. 

Dr. Press. Because we cannot send them home and bring them back 
in again, because they have come to us from a distance. 

Mr. THomas. You admit some of them on an average of every 18 
months, but, anyway, you fill out your statement in the record because 
that is very important to the civilian population and the local news- 
papers, the local doctors and hospitals are criticizing the Veterans’ 
Administration medical program very severely on that point. If you 
can clear it up to their satisfaction you have done a good job. 

Dr. Press. It cannot be cleared up to their satisfaction, but I will 
insert some data for the record, 

(The information is as follows :) 


AVERAGE LENGTH OF STAY 


Considerable restraint must be exercised when comparing data on length of 
stay for the Veterans’ Administration hospital system with similar data for the 
private hospital system. The two systems are not generally comparable with 
respect to certain factors influencing length of stay, such as age, sex, nature of 
condition for which hospitalized, and presence of complications. Moreover, a 
Veterans’ Administration patient is admitted to a hospital for purposes of 
examination, diagnosis, and treatment, whereas private hospitals usually admit 
patients for treatment after the patient has been examined and his condition 
diagnosed either by his private physician or by the hospital’s out-patient depart- 
ment. Another point of difference between Veterans’ Administration and pri- 
vate hospitalization is that a patient discharged from a private hospital is 
usually picked up immediately for posthospital care by his private physician or 
the hospital’s out-patient department, whereas such a practice is not permissible 
or practicable for many patients discharged from Veterans’ Administration hos- 
pitals under the laws governing the operation of the VA hospital system. 

The length of stay of a VA patient is obtained by calculating the number of 
days between the date of admission to a particular hospital and the date of dis- 
position from that hospital, exclusive of time spent on leave, furlough, or trial 
visit. Under this procedure, time spent on pass of 3 days or less is included in 
the computation of in-patient hospital stay, thereby inflating the VA stay figures. 
The average length of stay for a group of hospital dispositions is equal to the 
total number of days of in-patient care they received in a given hospital divided 
by the number of dispositions from that hospital. A disposition is defined as a 
patient who is either discharged from the hospital or transferred to another 
hospital within the VA system. Discharged patients include those who leave the 
hospital after having received the maximum benefits of hospitalization, patients 
dropped from the hospital rolls for disciplinary or administrative reasons, and 
patients who died in the hospital. 

The average stay for all dispositions of VA patients during calendar year 1949 
was 50 days. This figure is slightly lower than that observed (52 days) for 
fiscal year 1948 and much lower than that reported (58 days) for fiscal year 
1947. As may be seen from the data presented in tables 15 through 18, there was 
considerable variation in the average length of stay of the various classes of VA 
patients. Moreover, there have been marked changes over the past few years 
in the composition of the VA patient load, particularly with reference to type of 
patient and period of military service. For these reasons, the trend in the 
average length of stay for all patients as a group is far less significant than the 
trend in the average length of stay for each specific class of patient. 

A general upward trend is noted in the average length of stay of tuberculous, 
psychiatric, and neurological World War II veterans (for whom a protracted 
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period of hospital care is frequently required). This can be related to the fact 
that, as the time interval since the beginning of World War II increases, the 
potential length of stay of World War II patients also increases. During calen- 
dar year 1949, more than twice as many World War II patients with tubercu- 
lous, psychiatric, or neurological disability were dropped from the hospital rolls 
after a protracted stay of 700 or more days than during fiscal year 1948) In 
contrast to the upward trend in the average length of stay for World War II 
patients hospitalized for tuberculous, psychiatric, or neurological disabilities, 
dispositions of World War II veterans who were hospitalized for general medi- 
eal or surgical disabilities during calendar year 1949 had a siightly lower aver- 
age length of stay than dispositions of the same class during fiscal year 1948. 
The average length of stay for these patients appears to have leveled off, and 
the distribution of these dispositions by length of stay has apparently become 
stabilized to a considerable extent. 

The length-of-stay data for dispositions in the “World War I and others” group 
during calendar year 1949 require separate interpretations for each of the three 
types of patients. The average length of stay for dispositions of tuberculous pa- 
tients in this group during calendar year 1949 was 12 days lower than during 
fiscal year 1948. However, examination of the detailed length-of-stay distribu- 
tions of the dispositions of tuberculous patients for the two periods discloses that 
this decrease in the average length of stay is due, in the main, to the fact that 
in calendar year 1949 a much larger percentage of the total dispositions had 
relatively short periods of hospitalization, i. e., less than 5 days. The excess 
number of such short-stay patients reflects the intensification during calendar 
year 1949 of the post-hospital follow-up program for tuberculous patients. Under 
this program of continuous medical supervision, tuberculous veterans discharged 
from the VA-hospital system after receiving maximum hospital benefits have 
been recalled to a VA hospital at periodic intervals for the purpose of reexamina- 
tion or for the maintenance of collapse therapy. 

The average length of stay for dispositions during calendar year 1949 in the 
“World War I and others” group after treatment for a psychiatric or neuro- 
logical disability was considerably higher (487 days) than that for the com- 
parable dispositions during fiscal year 1948 (444 days). A possible explanation 
for the major part of this increase is disclosed by a comparison between the data 
for calendar year 1949 and fiseal year 1948 in the detailed distribution of the 
dispositions by length of stay. The number of relatively short-term dispositions 
(having less than 500 days of hospital stay) was considerably smaller during 
calendar year 1949 than during fiscal year 1948, while the number of dispositions 
with longer periods of hospital stay was about the same during each year. The 
reason for the decrease in the number of short-term dispositions during calendar 
year 1949 may be related to the fact that there was a 10-percent reduction in the 
number of admissions of psychiatric and neurological patients in the “World War 
I and others” group between fiscal years 1947 and 1948, and another 10-percent 
reduction between fiscal year 1948 and calendar year 1949. 

A more favorable experience is observed when the average length of stay for 
dispositions during calendar year 1949 of general medical or surgical patients in 
the “World War I and others” groups is compared with the average stay for 
similar dispositions of the same group during fiscal year 1948. During fiscal 
year 1948 such patients in this group were hospitalized, on the average, about 43 
days, whereas during calendar year 1949 they spent an average of only 36 days in 
hospital. 

The changes discussed above in the average length of stay for each of the 
different classes of VA patients should not be interpreted as reflecting variation 
from year to year in the quality of the medical care rendered. As the veteran 
population continues to advance in age, chronic conditions which require longer 
periods of hospitalization will become relatively more prevalent. For this reason 
it is expected that the average length of stay of VA patients will be higher in 
the future than at present. Changes in legislation, economic conditions, and 
administrative regulations promulgated by the Veterans’ Administration are 
also important factors which affect length of stay. 

The average length of stay is open to misinterpretation on another score. 
The average length of stay for a group of patients does not imply that half of 
the patients were hospitalized longer than the average and the other half less 
than the average. To find such a figure, the median length of stay must be 
computed. The data presented below give a comparison of the average and 
median lengths of stay for dispositions of each type of patient during calendar 
year 1949. While the dverage length of stay for all patients as a group was 50 














days, the median length of stay was only 17 days. The difference between these 
two figures is due to the fact that the average is heavily influenced by a small 
number of patients who had extremely long periods of hospitalization. 


Length of stay in days 
Type of patient - -———— 


Average | Median 
All = 50. 2 17.1 
Tuberculous 172.1 60.8 
Psychiatric and neurological 181.9 31.9 
Psychotic : ’ 379.8 69.8 
Other 59.9 24.4 
General medical and surgical 27.7 15.6 


Mr. Tuomas. The best way to clear it up is to cut down the number 
of days they stay in the hospitals. 


ELIGIBILITY FOR NON-SERVICE-CON NECTED DISABILITY 


Mr. Couperr. The point vou just raised about the appendicitis oper- 
ation raises a question in my mind. As to your non-service- connected 
disability is there any requirement with respect to a veteran’s applica- 
tion for non-service-connected disability treatment; that is, as to his 
financial status ¢ , 

Dr. Press. Yes, sir. 

Mr. Couperr. What is that? 

Dr. Press. He signs a statement that he cannot afford to pay for 
this treatment. I believe that is, in essence, the statement he signs. 

Mr. Couperr. Is there any effort made by the Veterans’ Administra- 
tion to check on his statement, or is he required to give any further 
information ¢ 

Dr. Press. No, sir; the law which establishes that makes the state- 
ment that the veteran’s statement on that will be accepted. 

Mr. Couperr. That is in the statute? 

Dr. Press. Yes. 


RATION COST 


Mr. THomas. What is the cost of food in your 1952 budget as com- 
pared with 1951? 

Dr. Press. 91 cents for the average. 

Mr. THomas. I notice you have an increase of about $2,500,000 for 
food for 1952 over 1951, and the average cost for food is 91 cents 
a day? 

Dr. Press. In 1952. 

Mr. THomas. What was it in 1951? 

Dr. Press. The increase in cost is the increase in the number of 

rations he served to the greater patient load. 

Mr. Tuomas. And there is no increase in the cost of food for 1952 
over 1951 ¢ 

Dr. Press. There isa reduction of 2 cents per ration for 1952. 

Mr. Tuomas. I was intrigued by that figure. You are going to 
have 10,000 or 12,000 more beds, and your cost of food we know has 
gone up 10 or 15 percent, and yet you show a decrease in the cost of 
about 5 percent. If you can ‘make it stick, all right. We do not 
want you to starve them, and I know you do not want starve them. 





I have eaten in your hospitals and they have as fine food as I have 
ever eaten any place. 


SERVICE AND NON-SERVICE-CONNECTED PATIENTS 


One further question: What is the percentage for 1951 and the 
estimated percentage for 1952 of your hospital-bed occupancy be- 
tween non-service-connected and service-connected patients? What 
is that figure ? 

General Gray. I have that figure, Mr. Chairman, for a specific day. 
I cannot prognosticate it into 1952. 

Mr. Tuomas. What do your records show for 1950, 1951, and 1952, 
broken down between service-connected and non-service-connected ? 
Give us a table here for 1949, 1950, 1951, and 1952. In your justifica- 
tions you estimated all the way from 60 to 64 percent for non-service- 
connected against 40 to 34 percent for service-connected, but straighten 
out those figures. What are they, now, please ? 

General Gray. Here are some figures on this. 

Mr. Tuomas. Doctor Press, will you give us a table on that for 
1949, 1950, 1951, and 1952? 

Now, General Gray, give us the beds as of some particular date. 

General Gray. As of November 30, the 1st of December 1950, there 
were 33.5 percent service-connected disabilities in those 99,000 patients, 
in the general medical surgical the ratio was 12.6, in tuberculosis it 
was 37.5, in the neuropsychiatrics, 48.2, and other NP’s, 24.8. 

Mr. Tuomas. In other words, it is 33 percent service-connected in 
December against 67 percent non-service-connected ? 

General Gray. That is correct. 

Mr. Tuomas. Give us a table on that for the 4 years, 1949, 1950, 
1951, and 1952. 

(The matter referred to is as follows :) 


TasBLe 1.—VA patients in VA and non-VA hospitals 




















| i ieee 
| Total Service-connected yrs | P 
Date and hospital group | b. 2s beim Js} 

| J 
Number | Percent) Number Percent} Number | Percent 

JUNE 30 | 

All hospitals: | | 
1949... __ Dentadntiabia 107, 073 100 35, 919 34 71, 154 | 66 
aig a en ck Me 102, 303 100 34, 596 34 67, 707 | 66 
Se ee bkane a 108, 122 | 100 36, 761 34 71, 361 66 
Elenite tied mikcdedinsnby meeligmbionmtiian | 112, 600 | 100 38, 284 34 74, 316 66 

VA hospitals: | 
_. Pa ee ye 94,890 | 100 | 31, 425 33 63, 465 67 
RE Sear Rs Pee ee eee 92, 921 100 | 30, 921 33 62, 000 67 
4 ee a PR eee ae 100, 128 | 100 | 33, 042 33 67, 086 67 
he Eng ee eee 107, 840 | 100 | 35, 587 33 72, 253 67 
Non-VA hospitals: | 

RO ee ee ee eae | 12, 183 100 | 4, 494 37 7, 689 63 
RE EN aa RE LET RIES SD, 9, 382 100 3, 675 39 5, 707 61 
PE ae Sick hertsisaub hd udécites abbisabode 7, 994 100 3,118 39 4, 876 61 
gE EE RM EEE pene tS 8 | 4, 760 | 100 1, 856 | 39 2, 904 61 








1 Estimated and based on average daily patient load throughout fiscal year. 
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TABLE 2.—VA patients in non-V A hospitals 


























| 
| 
Total |. Service-connected | Non-ervice- 
| connected 
Date and hospital group SFR oS SE nea me es ae Peas — 
Number Percent) Number Percent| Number | Percent 
| | | | 
All non-VA hospitals: } 
_. See we . aaces 12, 183 100 4,494 37 | 7, 689 | 63 
ee ba BRIS 9, 382 100 | 3, 675 39 | 5, 707 61 
ROR Fo eke eles He 8 F ine 7, 994 100 | 3,118 39 | 4, 876 61 
19523... ; ie He weg reek 4, 760 100 | 1, 856 39 2, 904 61 
Other Federal Government hospitals : } 
1949_____ scan hben debasksb te. 7, 732 100 | 1, 520 20 6, 212 80 
oe AOS Sees 5, 278 100 | 1, 047 20 4, 231 80 
peek tee... ee eee 4,477 100 895 | 20 3, 582 80 
19521... : : ‘ ‘ . 2, 666 100 | 521 | 20 2, 145 80 
Other Government and private hospitals :3 | | 
ELS SRS 9 CSS RPA a 4, 451 100 | 2, 974 | 67 41,477 33 
_, as eo Sate See 4,104} 100} 2, 628 | 64 41,476 36 
a ; OSS oe 3, 517 100 | 2, 250 | 64 | 4 1, 267 36 
ee ae ad oe Slinbkaww nant 2, 094 | 100 | 1,335 | 64 4759 36 
' 
| 





! Estimated and based on average daily patient load throughout fiscal year. 

2 Army, Navy, ete. 

3 State, county, municipal, and city-county. 

4 Includes female veterans, veterans pursuing vocational rehabilitation under Public Law 16, some vet- 
erans having service-connected disabilities but requiring hospitalization for non-service-connected dis- 
abilities, and veterans hospitalized outside the continental United States. 


TABLE 3.—VA patients in VA hospitals by type of hospital 




















Total Service-connected | ——— 
Date and hospital group a Bt BE STIS, NPE: Se A leh tienen ee 
Number | Percent}; Number | Percent! Number | Percent 
| | 
JUNE 30 } | 
VA hospitals: | | 
Ne a ee ne ee eee 94, 890 100 31, 425 | 33 | 63, 465 | 67 
has ass seltainte eltiidenn 92, 921 100 | 30,921 | += 33 | ~—«6 2,000 | 67 
Be Bias Sa adennvo cad tedicdawubins 100, 128 100} 33,042) = -33.| 67, 086 | 67 
I his .tiad b)-amrhaten ss Wiwintepiianaiea tase cians 107, 840 100 | 35, 587 | 33 | 72, 253 67 
TB hospitals: | 
EES Nei nad phdiin spa emia 7,010 100 2, 758 | 39 4, 252 | 61 
Se ay ee Siewohtotes 6, 727 100 | 2, 198 | 33 | 4, 529 | 67 
ot Re 2 eye ore 7, 108 100 | 2, 985 | 42 | 4,123 | 58 
acpi chien Gab tesco eddies esis oh 7, 300 100 3, 066 | 42 | 4, 234 | 58 
NP hospitals: | 
nc LEE ESS SETI et Ree oe ene 47, 871 100 21, 403 | 45 26, 468 | 55 
, tick aces aiepchin totais Scie ato 47, 835 100 22, 197 | 46 25, 638 54 
CRE SORT eS ea 49, 286 100 | 23, 164 | 47 | 26, 122 | 53 
1952 ! 7 poh beedtine web webrtadawh 50, 140 | 100 | 24, 067 | 48 26, 073 52 
General medical and surgical hospitals: | 
ESS oe ey ee ore 40,009 | 100 | 7, 264 | 18 32, 745 82 
BE sipoclasGinael tates acs es tatenin te Katee dioo- age ae 38, 359 | 100 | 6, 526 17 | 31, 833 | 83 
GR Redd ache dca swowbudel dda dokincse 43, 734 100 | 6, 893 | 16 | 36, 841 | 84 
Ro Liakincalthh a syataieh Aneln yiebiningreicspn 50, 400 | 


' 


100 8, 454 | 17 | 41, 946 83 





! Estimated and based on average daily patient load throughout fiscal year. 
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TaBLeE 4.—VA patients in VA hospitals by type of patient 





pam . : Non-serv ice- 
Tots Service-c “te $ 
il rvice-connected connected 


Date and type of patient 





Number | Percent) Number | Percent) Number | Percent 


JUNE 30 
Total patients: 
tale : : 94, 890 100 31, 425 33 63, 465 67 
ae Pe 7 ‘ 92, 921 100 30, 921 33 62, 000 67 
1951 | , a 100, 128 100 33, 0642 33 67, O86 67 
1952 !_. Lene ws 107, 840 100 35, 587 33 72, 253 67 
Tuberculosis: 
1949 ; 4 iikasenenbacins 12, 611 100 4,725 37 7, 886 63 
1950 z = a 12, 629 100 4, OSY 32 8, 353 68 
1951 ! 14, 017 100 5, 223 37 8, 794 63 
1952 !__. x 15, 098 100 », 645 37 9, 453 63 
Psychotic: 
,, a ation “ : 45, 887 100 21, 152 46 24, 735 54 
1950__- : : ; ‘ 45, 525 100 21, 875 48 23, 628 52 
1951 ! . é 47, 062 100 22, 031 47 25, 031 53 
1952 !_ , 50, 685 100 23, 690 47 26, 995 53 
Other psychiatric and neurological: 
1949 WSEAS 6, 493 100 1, 722 27 4, 771 73 
1950 ‘ * 5 ; 6, 055 100 1, 595 26 4, 455 74 
1951 }__. , = 7, 009 100 1, 807 26 5, 202 74 
1952 | ‘ 4 8, 627 100 2,177 25 6, 450 75 
General medical and surgical: 
1949 - : 29, 899 100 3, 826 13 26, 073 87 
aa ae baa 28, 712 100 3, 362 12 25, 564 &8 
1951! : 4 32, 040 100 3, 981 12 28, 059 &8 
De sikh eS ahsr ai sae. . 33, 430 100 4, 075 | 12 29, 355 88 


1 Estimated and based on average daily patient load throughout fiscal year. 


Mr. Yarrs. How do you happen to pick that date? 
General Gray. As I told you I gave them for a particular date. 


VA SURVEY BY BOOZ, ALLEN AND HAMILTON 


Mr. Tuomas. What about your reorganization fee? I see that you 
told Mr. Phillips about that. Is that that Booz firm we are well 
familiar with in New York? 

General Gray. Yes. 

Mr. Tuomas. The Navy must have paid them $100,000 or $150,000, 
I do not know that it did the Navy much good. How much are you 
going to pay them ? 

General Gray. $605,000. 

Mr. Tuomas. Well, gentlemen, we are not going for that. Where 
is the money in the bill for that, under contractual services? 

Mr. Moore. It is not a request for next year, but from funds avail- 
able for this year. 

Mr. Tuomas. For 1951. Have you already spent the money? 

Mr. Moore. It has already been obligated, under contract. 

Mr. Tromas. I do not remember you justifying any such figure in 
your 1951 budget for that purpose. 

Mr. Moore. Not at the time; no, sir. 

Mr. Tuomas. Why not at the time’? There was just one time to do 
it, and that is when you were over here, and you did not mention it 
in 1951. 

General Gray. The contract was not entered into, nor were the 
negotiations carried on. 

Mr. Tuomas. Where is the justification in your 1951 justifications 
for any such expenditures? I do not remember it. I have forgotten 
a lot of things, but that is one thing I have not forgotten. 
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General Gray. That was an allocation of funds from the Director 
of the Budget, Mr. Chairman. 

Mr. Thomas. Where did the Director of the Budget get it? 

General Gray. I do not know, sir. 

Mr. Tromas. You mean out of your impounded funds he told you 
to spend $605,000 ? 

General Gray. I presume so, 

Mr. Tuomas. What about it? 

Mr. Moore. That was. provided for before the present reserve had 
been set up in our appropriation. 

Mr. Tuomas. $605,000? 

Mr. Moore. Yes, sir. 

Mr. Tuomas. How many employees does the Booz firm have operat- 
ing other there ¢ 

General Gray. There are a certain number of man-years he con- 
tracted to furnish over a period of 14 months. 

Mr. Tuomas. How many man-years? 

General Gray. I forget, but 1 will insert it in the record. 

(The matter referred to is as follows :) 

The contract with the firm of Booz, Allen, and Hamilton calls for furnishing 
the services of approximately 200 man-months of professional time. 

Mr. THomas. Somebody ought to have some information on that 
S600.000. 

General Gray. We have full information on it ; $605,000. 

Mr. Tuomas. Has the expenditure already been made? 

General Gray. It is being made currently under the contract per- 
centagewlse. : 

Mr. Puitirs. What authority did the Bureau of the Budget have 
to authorize you to spend money for that ¢ 

General Gray. Well, whatever the exact figure is, we got a com- 
munication from the President of the United States to make such a 
survey. I asked the Director of the Budget where the funds were 
coming from. We have allocated those funds and entered into the 
contract. 

Mr. Puiies. Was that a separate instruction for you, or did it 
include other agencies ¢ 

General Gray. The instruction was specific to me. 

Mr. Hays. Do you want any further information on that ? 

General Gray. No, I will answer those questions. 

Mr. ‘Thomas. Was that expenditure of $605,000 the result of your 
planning operations, Mr. Hays? 

Mr. Hays. Yes. 

(Answer later changed to read: “No, sir.) 

Mr. Tuomas. We had better cut out your reorganization altogether. 
What do you have, 77 employees ? 

Mr. Hays. Yes, sir. 

(Answer later changed to read: “No, sir.”) 

(We have an authorized strength of 161 for fiscal vear 1951.) 

Mr. TrHomas. So, we are sticking to Mr. Booz. Mr. Booz has done 
big business with the Government over the last 10 years. If he can 
put his finger on 5 cents worth of savings he has made, I would cer- 
tainly like to see it. I hope in the future you will not spend $600,000 
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like that, that you will at least do the committee the courtesy of telling 
us how you are going to spend your money. Of course, this is a lump- 
sum appropriation, and I do not have to point out to you that this 
committee can put limitations on every penny: you ~bire 


OPERATION OF CANTEENS, Revo_vine Funp 


Mr. Tuomas. I would like to have a picture in the record of the 
canteen fund. If my memory serves me correctly there are about 
2,000 employees under the canteen fund. 

Mr. Kerr. Yes, sir, 2,054. 

Mr. Tuomas. What is the condition of the revolving fund now? 

Mr. Kerr. The net investment of the Government as of June 30, 
1950 was $6,388,078. 

Mr. Tuomas. What is the amount of your stock as of any recent 
date ? 

Mr. Kerr. The inventory of June 30, 1950 was $1,738,728. 

Mr. Tuomas. How much did you put into the Treasury last year 
over and above operating expenses, or put into your fund ? 

Mr. Kerr. We have returned to the Treasury $1,465,000. 

Mr. Tuomas. For the fiscal year 1951, or for what year? 

Mr. Kerr. $1,465,000 in 1950. 

Mr. Puitutrs. That is the total for the fiscal year 1950? 

Mr. Kerr. Yes, sir, and we will return $200,000 in fiscal year 1951. 

Mr. Tuomas. Well, generally, are you depleting your revolving 
fund ? 

Mr. Kerr. No, sir, we are increasing the revolving fund. 

Mr. Tuomas. Gentlemen, if there are no further questions, we will 
let General Gray show us these charts which he has. 


REsUME OF VETERANS’ ADMINISTRATION ACTIVITIES 
VA REGIONAL OFFICES 


General Gray. I am sorry about the reproduction, Mr. Chairman, 
of the charts that I have provided you because it is not possible for 
me to make them in color. This [indicating] shows the regional 
offices of which there are 72 in the various states. 

This chart shows the district offices. 


VA HOSPITALS 


This chart shows the hospital situation. As of today there are 
148, and there will be 174. 

This [indicating] shows all installations which include the VA 
offices which are shown in small dots there [indicating on map]. 


NUMBER OF LIVING VETERANS 


Here isa rather graphic chart showing the living veterans. 

This [indicating] is World War I, this [indicating] is other wars, 
and this [indicating] is World War I and IT up toa certain date. 

This [indicating] is a picture today of World War II and World 
War I veterans and other veterans. As you know we have today, about, 
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I think, 10 Civil War veterans. I have drawn this chart to illustrate it 
graphically here. 

Mr. Tuomas. What is that figure of 15,386,000? 

General Gray. There is a total of just under 19,000,000 veterans. 
In round figures there are 16,000,000 of those here [indicating], and 
three and a half million here [indicating]. If I remember correctly 
there are 540 from the so-called Indian Wars between the thirties and 
the nineties, and of the Spanish-American War there are 114,000 veter- 
ans, and I think there are 10 Civil War veterans. 

Mr. Tuomas. Your total is in the record ? 

General Gray. Yes, the total is in the record, and this graphically 
shows you the situation. 

Mr. THomas. Yes. 

General Gray. And the point I emphasize by this is on the basis of 
certain things that have been done for veterans, in the way of author- 
izing benefits. 

There is one figure I can never get away from, and that is no one 
ever seems to recognize our multiplier, that a 10 cents allowance to 
sach living veteran is $1,900,000, not just 10 cents. 

Mr. Yates. How will UMT affect that? 

General Gray. It all depends on the laws which are enacted. 


DECLINE IN PERSON NEL 


This is a chart which shows the over-all personnel, which shows the 
high peak here [indicating | of 226,000 and then going down steadily, 
with the medical going up as the new hospitals are installed, and 
the other administrative personnel going down. 

This is that chart broken down to each of the services [indicating }. 

Mr. Pures. Just where would that jump up so high? 

General Gray. Here on vocational rehabilitation and education 
{indicating }. 

Here is something that I think is outstandingly interesting. All of 
this, and all of this red [indicating] is the direct benefit out of each 
dollar going to a veteran, the direct payment to a veteran out of each 
appropriated dollar [indicating]. 


ADMINISTRATIVE COSTS 


We have in here [indicating on chart] the service with respect to 
the medical, hospital and domiciliary care and the general adminis- 
trative expense. We are operating on this present operating ratio of 
only 5 cents of the appropriated dollar going for doing business, and 95 
cents direct to the veteran in cash payments or medical services. 

This [indicating] is done on a little different scale, the Veterans’ 
Administration program obligations from appropriated funds. 

Here is another one, and that is the VA administrative costs, and the 
difference between the red and yellow is shown. 

Mr. Baxer. The yellow is the medical portion of the total, and the 
red is the administrative cost, which is gradually going down while 
the medical goes up [indicating]. 

Mr. Puitiirs. That supports what I am telling you, that you have 
not brought your administrative costs down. The red is the medical. 





Mr. Baxer. No, the red is the administrative, and it is going down 
each year. 

Mr. Yates. That is increasing in 1952 over 1951. 

Mr. Baker. No, that is the actual percentage of the appropriated 
dollar going for those two purposes. 

Mr. Yares. One is 4.8 percent, and the other is 4.9 percent. As a 
matter of fact it is moving up. It is 4.4 in 1950, 4.8 in 1951, and 4.9 
in 1952. 

Mr. Baker. That is due to the fact that your total benefit payments 
are dropping rather rapidly, and your administrative cost does not 
go down in proportion. 

Mr. Yares. That is an erroneous picture. 

General Gray. Salaries have gone up, and are still increasing. 

Mr. Yarrs. Your point may be that the number of people may be 
smaller, but, nevertheless, the costs are still higher. 

General Gray. That is not particularly for that purpose, that is 
true. There is certainly the same ratio in connection with the cost of 
food. 

Mr. Yates. Yes. 

General Gray. Of course, the per unit rate remains the same. So, 
our personnel cost. is going down, even though the individual cost of 
personnel has gone up. 

Mr. Yates. Your total personnel is going down, but your costs are 
still rising. 

General Gray. We cannot help that. 

Mr. Yates. No, 1 am not saying that you can help it. I am merely 
pointing out that your administrative cost, in spite of your efforts to 
reduce by letting the personnel go, is rising. 

Mr. Baker. That is right. 

General Gray. That is, rising percentagewise, not in proportion to 
the total cost. 

Mr. Tuomas. That is not accurate now. 

Mr. Baker. We are spending less dollars for general administra- 
tion this year than in prior years, but percentagewise, in relation to 
the total of all payments, including insurance payments, it is slightly 
higher this year than last year. 


STANDARDIZED RATION COST 


General Gray. Here is the effectiveness of the standardization pro- 
gram. 

Mr. Baker. A study was made of what should be the standardized 
ration cost. We have taken steps to try to get all hospitals to adhere 
as close as possible to it. The black line shows the estimated savings 
during August 1950 resulting from the standardization of hospital 
rations. The black line here | indicating on chart] is prior to stand- 
ardization in August 1949. The red line shows the condition since 
the standardization program was installed. This has only been in a 
relatively short time. 

General Gray. Here is your hospital days of VA patients which 
you asked for, Mr. Chairman. Here is a graphic chart on that. 

Mr. Tuomas. Doctor Press is going to put that in the record for 
1949, 1950, 1951, and 1952. 

General Gray. Yes, sir, that is right, and here are the figures shown 
in a graphic chart. 
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Here is one I wanted to bring out a while ago for the very reason 
that as you see this is in three colors, white, pink, and green. Will 
you please explain how we have these charted ? 


VOCATIONAL REHABILITATION APPLICATIONS 


Mr. Baker. This [indicating| is the total number of applications 
for vocational rehabilitation and education that have been received. 


VETERANS IN TRAINING 


This line represents the veterans in training, those who are or have 
been in training at some time or other. The red is the number who 
are still in training, and these [indicating| are those who have 
dropped out of training. 

General Gray. If these are not in the service or training in this 
before July 25, 1951, this amount of obligation that the veterans have 
is going to be wiped out. 

Mr. Yates. Unless it is extended before that time. 

General Gray. That is a liability which the Government has. 

Here is a picture of the veterans in training. 

Mr. Baker. These |indicating| are at the college level; these are 
below college level; institutional and on-farm training, and then job 
training. You will see from this that the job training is dropping, 
institutional and on-farm training is about the same, and below 
college level is coming down, and college level is going down rapidly. 


OVERPAYMENT OF SUBSISTENCE ALLOWANCE 


General Gray. The next chart shows overpayments of subsistence 
allowances. 


DISPOSAL OF VA RECORDS 


Here is, 1 think, a rather good answer to one of the questions that 
was propounded a while ago. We have this little graphic chart here 
on the disposal of VA records. Will you explain that ¢ 

Mr. Baker. There is a total of 700,000 linear feet, enough to reach 
from Washington to Philadelphia, of records which have been dis- 
posed of. 

This | indicating | shows the quantity disposed of by each fiscal year. 
A small amount here, and gradually coming up to 1950, and slightly 
Jess in 1951. 

General Gray. In other words, if we do not get rid of these records 
we have to have warehouse space in which to take care of them and 
personnel to handle them. 


STATUS OF LOAN APPLICATIONS 


Here is a chart showing the current status of all loan applications 
received. Will you explain that? 

Mr. Baker. This shows the current status of all loan applications 
received. This | indicating] shows the defaults cured, 138,637. This 
shows the number of applications withdrawn, 108,710. 
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This shows the number in process here [indicating] 52,022. The 
number of loan applications approved is 2,450,634, of which 2,305,000 
have been closed. The number of loans paid in full is 224,000. The 
number of defaults reported is 204,000, and the number of claims 
filed is 23,000. 

Mr. Tuomas. Mr. Kelsey is going to give that in detail from 1945 
through 1952. 

General Gray. Yes, sir, that is right. 

This is a chart on claims, compensation and pensions. 


ADMINISTRATIVE AND BENEFIT COSTS 


Mr. Baxer. This is the percent of administrative cost, 1.9 percent, 
and 98.1 percent. for benefit payments. 

This is a chart on vocational rehabilitation and education, based 
on estimated obligations for the fiscal year 1952. 

The vocational rehabilitation and education administrative cost is 
2.7 percent, and the red here is the direct benefit payments to the 
veterans, 97.3 percent, 

Mr B(xer. This is the hospital and domicilary care break down 
of the estimated obligations for the 1952 fiscal year: personal services, 
63.9 percent; all other objects, 34.8 percent, and 1.3 percent for over- 
head administration. 

General Gray. In other words, all except this little yellow section 
here is direct service to the veteran, but the yellow is the cost of doing 
business. 


NATIONAL SERVICE LIFE INSURANCE PLANS 


Mr. Baker. This is national service life insurance plans in force at 
December 31, 1950. Total $38,836,174,056 face value of policies. 
Five-year term is 77.4 percent ; ordinary life, 4.8 percent ; 20-pay-life, 
10.1 percent ; 30-pay-life, 4.3 percent ; and all others, 3.4 percent. 

Mr. Yarrs. re those conversions that have been made ? 

General Gray. Those are conversions that have been made, and the 
red is still 5-year term. 


OTHER MISCELLANEOUS BENEFITS 


Mr. Baker. This is “Other miscellaneous benefits.” Estimated 
obligations, fiscal year 1952. It includes paraplegic housing, ioan 
guarantee payments, readjustment allowance payments, and cost of 
administration. The benefit payments are 88.3 percent and adminis- 
tration is 11.7 percent. 

Mr. Tromas. Thank you very much, gentlemen. You have been 
very patient with us and very helpful. It is always nice to see you, 
General Gray, and your very fine and likable staff. We like all of 
you. 

General Gray. May I say on behalf of all of us that we appreciate 
your courtesy and the opportunity to tell our story in the manner in 
which you handled it. 
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Tuurspay, Marcu 22, 1951. 
Veterans’ Hosprrar, Lake Crry, Fua. 
WITNESSES 


HON. CHARLES E. BENNETT, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF FLORIDA 

HON. DWIGHT L. ROGERS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF FLORIDA 

HON. ROBERT L. F. SIKES, A REPRESENTATIVE IN <> eerenen FROM 
THE STATE OF FLORIDA 

HON. SPESSARD L. HOLLAND, A UNITED STATES SENATOR FROM 
THE STATE OF FLORIDA 

HON. GEORGE A. SMATHERS, A UNITED STATES SENATOR FROM 
THE STATE OF FLORIDA 

MELVIN DIXON, STATE SERVICE OFFICER 

TOM HAMBY, GEORGIA VETERANS 

COL. GEORGE E. IJAMS, VETERANS OF FOREIGN WARS 

ED MARTIN, STATE AMERICAN LEGION 

DR. W. 0. DAVIES, VETERANS OF FOREIGN WARS 

WALLACE JOPLING, LAKE CITY OFFICIALS 

J. HARDIN PETERSON, FORMER REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF FLORIDA 

DR. H. D. SHAPIRO, SENIOR MEDICAL CONSULTANT, AMERICAN 
LEGION 


Mr. Tuomas. We have the pleasure of having with us today three 
of our most distinguished colleagues, Congressman Bennett of 
Florida, Congressman Rogers of Florida, Congressman Sikes of 
Florida, well known and outstanding Members of the House whose 
advice we are very anxious to have and sincerely seek. We are also 
delighted to have our ex-colleague whom we still claim, former 
Congressman Hardin Peterson. Mr. Peterson was here for many, 
many years, and certainly it is not amiss to say he was always on the 
ball and for 25 years or more was worth his weight in gold to the 
grand State of Florida. It is nice to see these distinguished 
Floridians. 

Mr. Bennett, if you or Mr. Peterson or Mr. Rogers have a state- 
ment for us, we will be delighted to hear from you. 

Mr. Bennerr. Thank you very much, Mr. Chairman, and thank 
you, members of the committee, for the privilege of letting us appear 
today. 

We members of the Florida delegation are going to be as brief as 
we possibly can in our remarks, because we have so many people here 
from Florida. 

By way of introduction of the subject, I will make a few remarks. 
The purpose of this hearing is to gain approval, if possible, of this 
committee and of Congress “for the replacement of buildings, which 
has been recommended. by the Veterans’ Administration at ‘the Lake 
City Veterans’ Administration hospital, Florida. The buildings 
now there run all the way from 1884 down to 1940 in their construc- 
tion. Originally built as a college, it was worked into a Veterans’ 
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Administration hospital. There are two very fine, modern, up-to- 
date buildings and some very old buildings. 

According to the claim the Veterans’ Administration has expressed 
to the Bureau of the Budget, it will be more economical for some 
of the old buildings to be replaced by new buildings. General Gray 
has gone before the Bureau of the Budget and requested that 
$4,400,000 be put into the budget for this purpose. It was turned 
down by the Bureau of the Budget, and General Gray has gone 
back to the Bureau of the Budget and has made a request that they 
look into the matter again and consider it from the economic aspects 
of trying to keep up the old buildings and consider the question of 
economy with a view to the long-run, long-pull operation of that 
hospital, and they are sending down a man to look over the facility 
in the next 2 or 3 weeks. 

We asked permission to come before the committee here to present 
our case. We hope the Bureau of the Budget will approve the find- 
ing of General Gray and that they will bring it before you in that 
channel as well as in the channel of our coming before you today. 

We are all convinced it will be in the best interest of the Govern- 
ment to put the item in the budget. 

I will not take any more of the time of the committee, because we 
have so many people here who can describe the matter to you. 

I am going to call first on Mr. Melvin Dixon, who is State service 
otlicer, to make a statement to you. 

Mr. Dixon. Mr. Chairman and gentlemen of the committee, as State 
service officer and director of the Department of Veterans Affairs in 
the State of Florida, it is my duty to render assistance to veterans 
in that State, and in that position I necessarily must be awfully close 
to the hospital situation as it pertains to the VA hospital at Lake 
City, Fla. 

First, I would like to point out for the committee, if I may, that in 
the State of Florida, we have 325,000 year-around residents who are 
veterans. In the State of Florida, we have three Veterans’ Admin- 
istration hospitals. We have a total bed capacity in the State of 
Florida of 1,233 beds to take care of 325,000 year-around veterans. 
This gives us an average of 263 veterans per bed in the State of 
Florida. 

Now, with the authorized construction program that the Veterans’ 
Administration is now in the process of completing, they will have 
131,031 beds completed when this program is finished or will have a 
State average of veterans per bed of 143 veterans per bed in the VA 
program. So you can see easily enough that in the State of Florida 
we not only exceed the State average compared with the rest of the 
country, but we double it. 

With no reflection on the gentleman from California (M'r. Phillips) 
but since California is a State similarly situated as the State of 
Florida and not only has a year-round veteran population but 
also a period each year when a lot of tourists come there. I notice in 
the report made by a special committee appointed by the President to 
report on the Veterans’ Administration hospital situation that the 
State of California will have an average of 129 veterans per bed when 
this hospital-construction program is completed. 

So we feel that since Lake City is located in the north central part 
of the State of Florida and serves such a large area of veterans in the 
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State as well as some veterans from south Georgia, the rehabilitation 
or replacement of those beds at Lake City is definitely a must. 

Before I left the office ‘yesterday, I found that at Lake ¢ City right 
now we have 109 veterans on the waiting list, waiting to be hos- 
pitalized. On checking with the regional office at Pass-A-Grille, I 
found there is an average of 35 to 45 applications for hospitalization 
forwarded to Lake City each week from the regional office. I found 
also, an estimate had been made by the registrar at Lake City that 
an average of 20 to 30 veterans per day apply to be taken to Lake City 
for hospitalization. 

As to the buildings themselves, you will hear more about that 
later in the hearing, ‘but I just want to bring to your attention that 
those veterans placed on the waiting list and who live in that part 
of the State of Florida come from the rural areas of the State. The “y 
are veterans who do not come to the hospital until they have to be 
brought to the hospital, and there is great need to put the hospital 
at Lake City in proper shape to take care of the people who live in the 
19 northern counties in our State. 

I would like to point out, also, that within the last year we had 
available beds for veterans in the State of Florida as follows: 100 
Leds allotted at the Jacksonville naval hospital under contract by the 
Veterans’ Administration to take care of veterans: we had 75 beds 
contracted for at the naval hospital at Pensacola. Now we find those 
175 beds have been withdrawn, and the picture today is that we have 
available only 10 beds in that part of the country available to vet- 
erans at the Jacksonville naval hospital, or we have had a reduction of 
165 hospitl beds in the State of Florida within the last year. Yet 
our population has increased tremendously, and we not only have a 
waiting list, but we also have, believe it or not, what is termed “an 
emergency waiting list” at the hospital at Lake City of men they 
admit are emergencies and need hospitalization, who also are placed on 
the emergency waiting list to be brought in as soon as beds are made 
available for them. 

On the national picture as compared to the veterans in that part 
of the State of Florida, if something is not done to replace those beds 
up there that I represent, the veterans in that part of the State are 
going to be at a decided disadvantage. 

I thank you. 

Mr. Tomas. That is a very nice statement. We are delighted 
to have it. 

Congressman, perhaps in order to save time, it may not be amiss 
to state that the committee is well aware of and is familiar with the 
past history of the state of repair or lack of repair of your present 
hospital buildings. We are familiar with that. 

Mr. Bennerr. The next one I will call is Mr. Hamby from the 
State of Georgia. 

Mr. Hampy. Mr. Chairman, members of the committee, and dis- 
tinguished guests: My name is Tom Hamby. I am from Moultrie, 
Ga. [ama member of the VFW, Post 4830. 

We have 4,400 veterans in Colquitt County alone, of which Moultrie 
is the county seat. Lake City hospital serves from 15 to 25 counties 
in that locality. There are around 27,000 veterans in that locality. 
In the year 1950, Colquitt County alone had between 250 and 300 
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hospital cases. I do not have the figures of the number of cases in 
the entire 25 counties, as they were not available, but in that one 
county alone we had between 250 and 300 hospital cases, 

I talked to some of the veterans who had just been down to the Lake 
City hospital. Mr. Leonard Barrett, who is a member of the Georgia 
State Department of Veterans Service, just returned from there. I 
asked him what he thought about it. He said the professional service 
was fine, and he liked the people mighty well, and they did a mighty 
fine job considering the facilities they had there, and he felt the repairs 
that the delegation from down there are seeking were certainly well 
inorder. The other veterans I talked to who had been patients at this 
hospital said the service was fine but the facilities were a little short. 

I thank you. 

Mr. Tuomas. Thank you very much. That is a very nice statement. 

Mr. Bennert. I will next call Col. George [jams at this time, who 
was formerly a very active man in the Veterans’ Administration and 
is now connected with the national VFW. 

Colonel Isams. Mr. Chairman and gentlemen of the committee, I 
served in the Federal Government as Assistant Director of the Bureau 
of War Risk Insurance, Assistant Director and Director of the United 
States Veterans’ Bureau, and Assistant Administrator of the Veterans’ 
Administration from my appointment in 1919 until I resigned in 
March of 1946 to assume my present duties as Director of the National 
Rehabilitation Service of the Veterans of Foreign Wars. In the Vet- 
erans’ Administration I was in close contact with this entire hospital 
situation. As a matter of fact, I had charge of construction opera- 
tions of homes, hospitals, construction, supplies, and so forth, for a 
great many years and was also a member of the Federal Board of 
Hospitalization which determined where those hospitals were to be 
erected and which department of the Federal Government was to 
operate them. 

The hospital at Lake City, Fla., as you gentlemen know, was taken 
over very early after World War I. At that time they had a terrific 
load of men requiring hospitalization with no facilities and no time 
to build them, and they went out and purchased and rented schools 
and things of that kind. 

The chairman (Mr. Thomas) has already said the committee is 
thoroughly familiar with the type of construction down there, but 
I do not. know whether you realize that 8 or 10 years ago two new 
clinical buildings were erected at Lake City, because Lake City had 
been found to be one of the most popular hospitals in this country. I 
would like to say also that the physicians who went to Lake City like 
the community. It is a friendly, small, homey, community. As a 
matter of fact, one doctor who was in command there stayed there of 
his own volition for 20 or 25 years. 

I know of no hospital in the country which has filled a greater need 
in any rural community than Lake City, and it seems to me as a 
taxpayer and as a veteran, also—and we are all taxpayers—when you 
have an investment of so much money in a facility of that kind with 
two good hospital buildings in existence, it is very much better to 
rehabilitate the existing plant and replace the old beds with modern 
construction than it is to go elsewhere and build a new hospital from 
the ground up at the terrific cost of construction today. 

I think that is all I have to say. 
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Mr. Tuomas. That is a very nice statement. Thank you so much. 

Mr. Bennett. I will next call on Mr. Ed Martin, who is head of the 
American Legion Commission for Rehabilitation in the State of 
Florida. ‘ 

Mr. Martin. Mr. Chairman and gentlemen of the committee: My 
problem is just this: Hardly a week goes by that I do not get from 
five to six telephone calls from all over the Lake City area saying “I 
have been to see my doctor. He has declared me an emergency. I 
have called Lake City. They say they cannot take me because they are 
full. What am I going to do?” Gentlemen, that is the $64 question. 

Mr. Tuomas. Service-connected, or non-service-connected ? 

Mr. Martin. Non-service-connected, usually, but an emergency. 

I have gone to Lake City on several occasions to try to find out why. 
To begin with, it is just like all of the other hospitals—we do not have 
enough beds to go around to take care of the number of veterans we 
have. We found Lake City was not planned for a hospital to start off 
with. The buildings are scattered. It is very hard to staff and very 
hard to handle, and with the plans General Gray now has it will all 
be centralized. I am not stating it will whip the situation by any 
means, but it will help a lot. And I shudder to think when the Korean 
veterans are turned over to us exactly what we are going to be up 
against we do something now. 

I certainly urge you gentlemen to give this good thought and help 
us out if you possibly can. 

I thank you. 

Mr. Tuomas. Thank you very much. A nice statement. 

Mr. Bennett. Next I am going to call Dr. Davies of Miami, Fla., 
State surgeon general of the VFW. 

Dr. Davies. I am W. O. Davies, captain, Medical Corps, Active 
Reserve. At present I happen to be Department Surgeon General of 
the Veterans of Foreign Wars and, as such, have been to Lake City 
hospital five times in the past 2 years. 

You say you know the condition of that hospital. You well realize, 
then, that it is not a 328—-bed hospital taken per se; it really is a 
152-bed hospital, because 226 beds are not placed in such a position 
that they are amenable to immediate and good order patient activity. 
Surgery is limited by the fact that they cannot keep the man in the 
surgical unit on account of any subsequent surgery that might come 
up, and my interest is purely from the hospital management and 
medical standpoint, in which I have had my training. 

It is impracticable in its present condition, but I do think that 
with the present nucleus of 152 beds and with the X-ray, physio- 
therapy, and surgery and such other items, that by the expenditure 
of this money the 226 beds can be brought into what we call a mod- 
ern hospital, and a great decrease in the maintenance of those inade- 
quate facilities would be accomplished in a short period of time, and 
this proposition would pay itself out and you would have a real 
hospital there. 

The staff there has done a wonderful job to keep the morale up; 
working under handicaps, they have turned out some very fine work 
there, and I hope you will see fit to replace these beds and bring 
this hospital up to modern standards, because an increase is ap- 
parent every day and the patient load of that hospital is going to 
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increase and not decrease because of the very nature of the increased 
population in that area, which is something people do not seem to 
realize. 

It would be economy, in my opinion, to replace these obsolete beds 
and build around this nucleus and have a modern hospital. 

I thank you. 

Mr. Tuomas. That is a very nice statement. 

Mr. Bennerr. I will next call Mr. Jopling, who is a State official of 
Lake City, and he will express the views of the people there. 

Mr. Jortinc. Mr. Chairman and members of the committee, I am 
Wallace M. Jopling of Lake City. I am a veteran, a member of the 
Legion and the VFW. I appear before you today as just an or- 
dinary citizen of the community. 

The chairman has stated he is familiar with the hospital situation 
at Lake City. I believe there is one thing that has not been men- 
tioned by any of the previous speakers, and that is the fact that this 
hospital, also serves 25 counties in the State of Georgia, with a veteran 
population of approximately 27,000. It also is the one hospital in the 
State of Florida that serves colored veterans except for 46 beds at the 
Coral Gables hospital at Miami, situated some 400 miles from Lake 
City. 

The growth of the Lake City hospital has been gradual. There 
has been no great fluctuation up and down of the hospital and staff- 
ing. It has grown from a hospital of three doctors and half a dozen 
nurses, with no one to perform the simplest kind of operation, to a 
well-staffed hospital with a staff or some 25 doctors and 66 nurses who 
can perform practically any type of major surgery. It is well staffed 
and has been so for some time back. 

I would like to invite the committee’s attention particularly to a 
factor that increases the need for improving the facilities at this par- 
ticular hospital. That is the recent policy of the Veterans’ Adminis- 
tration which was announced on February 16th last that Korean 
casualties will now be cared for and hospitalized in Veterans’ Admin- 
istration hospitals even prior to their separation from the service, 
which, of course, is a radical departure from the present situation 
and which, I am sure you will agree, will increase the burden both 
on this hospital we have under consideration and on all veterans’ 
hospitals. The tidal wave of those veterans coming back has not 
swept this far yet: has not been seriously felt this far east, but it 
certainly is underst: indable and reasonable to feel that it soon will be 
felt at the hospital at Lake City. 

I would like to invite the committee’s attention to the central loca 
tion of this hospital. You will see on this map [exhibiting] the cen- 
tral location of Lake City and the service area in which it 1s located 
and particularly the location in respect to serving colored veterans 
in other parts of the State of Florida. 

I would like to emphasize the relations between the community 
and this hospital. It has been and is most cordial. The community 
has grown considerably around this hospital, and over 330 new hous- 
ing units have been built since 1945, many of which are now occupied 
by personnel of this hospital. It is purely part of the community; 
the community has assimilated it and has worked very well with the 
hospital personnel. 
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I would like to mention also the low cost of living in this area, 
which is reflected in the fact that this local hospital has either ated 
the lowest per capita per patient cost of operation in the southeastern 
regional district or next to the lowest ever since 1945. That is attri- 
butable, I submit, in great measure to the low cost of living, the lack 
of heating cost, and other costs reflected there. 

lor these reasons, we submit it is good business on the part of the 
Veterans’ Administration and our Government to improve this facil- 
ity and bring it up to date, to make it effective and useful for veterans. 

I thank you. : 

Mr. Tuomas. A very nice statement. 

Mr. Bennerr. Now, our two United States Senators are here. We 
had arranged for Congressman Peterson to close the discussion, but | 
do not think we should pass up our two distinguished Senators. 

Mr. Tuomas. We certainly agree with that. It is nice to see both 
of our friends, the senior Senator and our former colleague, the 
junior Senator. As a matter of fact, Senator Holland, we trained 
him [Senator Smathers] awfully well over here. We think we did a 
good job, and that is the reason he is doing such a good job on the 
other side—on account of the experience he got on this side. 

Senator Smaruers. I will say to you it was wonderful. 

Senator HoLtanp. We are happy to have him over there, and he 
gives every indication of having been mighty well trained both in the 
House and elsewhere. 

Mr. Chairman and members of the committee, there is little I can 
add, but there are some things I do want to state. I do not believe it 
has been stated that the site on which this hospital stands is a pecul- 
iarly fine one. It is rolling hill country, looking down on a very 
beautiful lake. A contour map of the Bureau of the Budget which was 
before us the other day showed a difference in level of 54 feet from the 
lower portions to the property at the top of the hill. It is heavily 
wooded with magnolias, oaks, and other trees of that kind and is very, 
very pretty. That is the first point I want to make. It is a delight- 
ful site for the location of a hospital. It was an old college site orig- 
inally and has the typical old southern college grounds. 

The second points I want to make is that many buildings have not 
been mentioned up to now that are in excellent condition on the hos- 
pital grounds. For instance, there are two very fine dwellings there 
that the superintendent and the next man occupy. Both of them are 
of modern construction and of most adequate capacity. Next are the 
service buildings, such as laundry and central steam plant, garage, and 
buildings of that kind, which are buildings that have come in along 
with their facilities in more modern times, and there has not been any 
reference to them. I am not able to tell the committee the total value 
of those service facilities, but it must be quite large. They are quite 
adequate and are modern. They are there and have been paid for by 
the United States. 

The third thing I want to mention is the fact that we have just 
strained the capacity of the two other hospitals about as far as we can 
go, and we want to commend the Veterans’ Administration for 
There was a brick dormitory down at Bay Pines which was converted 
in recent years for use as a veterans’ domiciliary home and convales- 
cent hospital. Next, in the case of the Coral Gables hospital, there was 
a floor that had not been full developed for use. That has been fully 
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developed now so that all the beds that can be accommodated down 
there are there now. I do not know anywhere we can go and find a 
State that has expanded as fast. Our State has grown 46.1 percent in 
the last 10 years, and it is growing more rapidly now. Over the last 
2 or 3 years the rate of growth was higher than it was for the average 
dictions the decade. 

The building of this new proposed hospital is so completely neces- 
sary that we hardly believe there will be found a more imperative 
need anywhere. 

One more point, and I am through. As tothe service of Negro 
veterans, we have in our State around 500,000 Negroes. I do not 
know how many are in the counties of Georgia which look to this 
hospital, but Georgia has a huge Negro population. My information 
is that there is not any resident hospital in Georgia now equipped to 
serve Negroes, and they come to Lake City, or to Tuskegee over in 
Alabama, in large numbers. I state that on information. “I have not 
been to those hospitals. Georgia has, according to my recollection, 
over 1,000,000 Negro residents; and, of course, the Negroes have their 
proportionate number of veterans. And I will say one thing for 
them: When they go to a hospital, it is because they are just about 
in their last straits, bec: ause the most of them fear hospitals and won't 
go to one until they are in real need. I do not mean they fear veter- 
ans’ hospitals; I mean that is their attitude toward hospitals i in gen- 
eral. I do not know of any other place or way in which we can meet 
that need effectively than by the extension of this facility, and the 
replacement and repair of the facilities that are there. 

One more thing. When I was there about a year ago, I was taken 
into one of the toilets in one of the old buildings just east of the 
administration building, which is relatively new, and was shown there 
the place where a bedridden patient, or a crippled patient who had 
to be brought there by an assistant, actually suffered the experience 
the day before of having the toilet and the facilities in connection with 
it fall through the thin, worn-out concrete floor. So, the whole thing 
tells its own story. The situation is just not good there now; and 
it seems to me, when you give up for the per iod of the emergency 
the Gainesville hospital and the Tallahassee hospital, both of which 
were deleted temporarily from the construction program, the best 
chance and the most reasonable place to meet our immediate pressing 
needs is to have this proposed hospital replacement, and we would cer- 
tainly appreciate it if it may be placed in this bill. 

Mr. Tuomas. That isa nice statement, Senator. 

Mr. Bennett. I will next call on Senator Smathers. 

Senator Smatuers. First, may I say I appreciate the kind remarks 
which you had to make about my association over here in the House. 
It was indeed most pleasurable and very beneficial to me. I learned 
enough about economy in my association with you members of this 
committee to realize it would be completely futile to be here today 
asking for any appropriation unless it were actually merited. 

We all recognize what a difficult job you gentlemen have in appro- 
priating for the vast projects of the United States Government, and 
I venture to say that the Florida delegation is as unified in coopera- 
tion with you for economy as any other delegation I know. Yet, every 
member of the delegation is here today, or has indicated his desire to 
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be here today, in support of this particular project because they recog- 
nize, even though they want economy, that this is absolutely necessary 
so far as this Government is concerned. 

I can only subscribe to those things which have already been said. 
With the exception of the State of California, Florida is the fastest- 
growing State in the Union. We have had a tremendous increase in 
the veteran load. As has been pointed out by Mr. Dixon, the State 
service officer, our situation is probably the worst situation insofar 
as the percentages between veterans and beds are concerned that there 
isin the whole country. That statistic cannot be denied. 

Mr. Gray, Administrator of Veterans’ Affairs, has agreed with us 
that this is indeed a most meritorious project and one which should 
be completed. We hope the Bureau of the Budget will make a recom- 
mendation on it. They have indicated they will do so, and we believe 
they will do so. 

As far as veterans who attend this particular hospital are concerned, 
as has been stated here, they are not malingerers there at Lake City; 
they are not people who go in there non-service-connected and stay 
on. I had one little incident occur in my office recently which is some 
evidence of the situation there at Lake City. I had a fellow call me 
from Chipley who said there was a veteran of World War II who had 
suddenly become seriously ill from an injury he had received, appar- 
ently, in service, and he could not get a bed in Lake City hospital for 
the next 3 weeks. He said he called around and finally arranged for 
the veteran to be located at Montgomery, Ala.; but when he called 
back to tell the veteran he had a bed for him, my information is, he 
had passed away before he could get hospitalization. 

I think it was recognized by the Government long ago that it was 
its obligation to take care of veterans, and this is one obligation we 
certainly should fulfill yet it has not, as has been proven by. statistics. 

I think it is consistent with economy in this particular instance to 
go ahead and make this appropriation and build this new medical 
building there, which will save the expense of keeping up the old 
buildings and at the same time provide more bed space. 

I thank you. 

Mr. Tuomas. That is a good statement. 

Mr. Bennerr. Now Congressman Sikes, of Florida, has a submis- 
sion he would like to make. 

Mr. Stxes. Mr. Chairman: I wish to take advantage of this op- 
portunity to go on record in company with other members of my dele- 
gation and with interested citizens from Florida in support of an in- 
crease in funds for the Lake City, Fla., Veterans Hospital. We seek 
an increase over the original estimate of $3,800,000. This increase has 
been recommended to the Bureau of the Budget by the Administrator 
of the Veterans’ Administration on two occasions. 

Those’ of us who live in Florida and know the extreme difficulty 
which confronts Florida’s veterans in obtaining adequate medical at- 
tention are fully convinced that these funds are needed and needed 
badly. We are among the States having the heaviest veteran load 
per hospital bed. Added to that is the fact that we have many tour- 
ists who find it necessary to take advantage of our veterans hospital 
facilities. Yet, under the population count system we are unable to 
secure credit for their needs. 
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As the representative of a district which has no veterans hospital 
of its own, | am acutely aware of the need for additional facilities 
at Lake City. Time after time I am called upon by sick and injured 
veterans to assist them in securing hospital space when there simply 
is no hospital space for them. This is a most distressing situation and 
one which I am sure the Congress does not willingly tolerate. 

I believe that the request for additional facilities at Lake City is 
completely justified, and I hope that it is a request in which the Com- 
mittee will coneur. 

Mr. Tuomas. That is a very fine statement. Thank you very much 
for it. 

And now we also have with us Congressman Rogers of Florida who 
has a statement he would like to make. We are happy to see you here 
with us. 

Mr. Rogers. Mr. Chairman and members of the committee, I recog- 
nize this is an economy-minded subcommittee. You have shown that 
in the various reports you have made. However, I do not think we 
should let economy take advantage of the interest of our Govern- 
ment. We have always been for the veterans. Personally I do not 
think 

Mr. THomas. Let me interrupt you right there. I believe all of you 
have good records for economy. Suppose the committee were to tell 
you that it believes that you need this hospital and that in all prob- 
ability you might get it. 

Mr. Rogers. That is a good place to quit, Mr. Chairman. 

With that admission, I am going to introduce this into the record. 

Mr. Tuomas. We do not want to cut you off, because we like to hear 
you speak, 

Mr. Rogers. I would like to introduce a joint statement by the two 
Senators.and the members of the Florida delegation. 

(The matter above referred to is as follows:) 





JOINT STATEMENT 


We, the entire Florida delegation in the Eighty-second Congress, join in this 
Statement on behalf of an appropriation of $4,400,000 for improvement and re- 
habilitation of the Veterans’ Administration Hospital, Lake City, Fla. 

Proposal.—aAt present, the principal buildings are as follows: 

A. Brick with wood interior (constructed between 1884 and 1906). 
B. Frame (constructed between 1884 and 1906). 
‘. Tile and concrete (constructed between 1884 and 1906). 
ID. Building No. 38 (administration, clinical, and surgical, built in 1937). 
E. Building No. 62 (Ward Building, built in 1942). 

Bocause of their age, condition, and location, the first three buildings above 
can be neither economically maintained nor efficiently operated. With this ap- 
propriation it will be possible to replace these buildings (and several smaller 
buildings) with a modern seven-story building centralizing the operations of the 
hospital into quarters which can be operated more efficiently and economically. 
The only two modern buildings would be retained for use as wards. 

Background.—In February 1949, the entire Florida delegation, together with a 
veterans committee from Florida and Georgia, appeared before Gen. Carl Gray, 
Veterans’ Administrator, asking his support for the renovations for which these 
funds are requested. Subsequently, in his 1952 budget request, General Gray 
included an item for this purpose. When the Bureau of the Budget declined 
to include this item in its recommendations, the entire Florida delegation met 
with General Gray and requested him to resubmit said item to the Bureau of the 
Budget. Based on evidence presented at this meeting, General Gray did resubmit 
a request for the renovation of the Lake City Veterans’ Administration Hospital, 
asking for this purpose a recommendation of $4,400,000. 


— 
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Defense need.—This appropriation is needed not only to discharge adequately 
the Nation’s obligation to its veterans of past wars but to care for veterans of 
the present conflict as well. Even before the beginning of hostilities in Korea, 
veterans hospital facilities in Florida and South Georgia were inadequate. The 
inadequacy was especially acute with regard to neurosychiatric and tubercular 
eases. Because of the lack of facilities for veterans suffering from these afflic- 
tions, the Veterans’ Administration was forced to send such veterans considerable 
distances to hospitals in other States, at substantial expense. 

We are advised that hospital capacity for veterans in north Florida has been 
reduced by 165 beds since February 1950, due to elimination of beds for veterans 
at the Jacksonville and Pensacola Naval Hospitals. 

We are also advised that because of the outmoded and run-down conditions 
of all except two of the hospital ward buildings, the number of beds available 
for patients who are seriously ill or needing careful supervisicn, amounts to 
only 152. This means that only 40 percent of the bed capacity of the hosiptal is 
at present in condition to render the high type of medical services which are 
standard throughout the Veterans’ Administration hospitals in the country. 
The other 226 beds can be used only for patients not seriously ill or for those 
convalescing. These 226 beds are the ones we wish to replace and to make 
available for all patients, no matter how seriously ill. 

The Korean conflict is manifestly going to increase the urgency of the hospi- 
talization situation in this area; and there can be little economy expected in 
maintaining some of the older buildings at this hospital. We feel that it will 
be consistent with good common sense and proper judgment to replace some of 
the older buildings now being used at the veterans’ hospital at Lake City by an 
adequate, modern structure, as requested by the Veterans’ Administration in 
its 1952 budget request. 

We should greatly appreciate your careful consideration of these matters. 

Senator Spessard L. Holland ; Senator George Smathers; Robert L. F. 
Sikes, M. C.; Dwight L. Rogers, M. C.; Albert Sydney Herlong, 
M. C.; Charles E,. Bennett, M. C.; Chester B. MeMullen, M. C.; 
William C. Lantaff, M. C. 


Mr. Tuomas. Is there anything further? 

Mr. Bennert. I would like to have Dr. Shapiro make a brief state- 
ment. 

Dr. Suaprtro. I am H. D. Shapiro, senior medical consultant of the 
American Legion. I have been with the American Legion as senior 
medical consultant since 1927, and it is my duty to keep abreast not 
only with Florida but the entire country insofar as veterans’ medical 
care is concerned. 

In my studies, I was struck with a number of facts regarding the 
veterans’ situation in Florida. First of all, from the geographic 
standpoint, it is a large State surrounded on three sides by water, and 
there is not the easy facility for veterans crossing State lines to vet- 
erans’ hospitals in adjoining States. 

Second, reference was made to the large number of tourists who go 
down there. I want to emphasize that in addition to tourists there are 
a large number of sick veterans who go there especially to spend the 
winters in Florida, and that adds to the veteran population. You 
have that also in California. 

I have been struck in the periodic reports we get from our field 
representatives with the fine staffing this hospital has had, as has been 
mentioned, of doctors, nurses, and other personnel. So it would 
appear that there would be no difficulty in having the hospital continue 
as a going concern. 

I do want to mention something about the types of cases that are 
in this hospital as well as many other veterans’ hospitals and make 
some reference to clear up something about non-service-connected 
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cases. I have checked our records and checked with Mr. Dixon, and 
in this hospital there are at present 42 terminal cases and a great many 
cases in this hospital of non-service-connected are men with very 
serious disabilities. I also checked with Mr. Dixon, who tells me 
there is a lack of hospital facilities in that area in civilian hospitals, 
which makes the situation quite critical. A lot has been said about 
nonservice cases on the waiting list, and the non-service-connected 
cases that have been hospitalized. 

We asked the Veterans’ Administration last year to make a survey 
in conjunction with the national census of the number of veterans 
hospitalized, and this was done as of January 31,1950, and we found 
a very large number of cases running into many thousands. 

I think in the general medical group they ran into about 8,000 that 
are listed as non-service-connected who were also in the hospitals with 
service-connected disability, but who were admitted as non-service- 
connected cases because the major diagnosis was that of non-service- 
connected disability. I might mention that veterans with respirator 
disorders like chronic bronchitis, disorders from asthma, and so forth 
go to Florida in the wintertime, and some of those men may develop 
attacks of asthma or colds, and they are admitted as non-service- 
connected cases, and yet we know that the service-connected respira- 
tory disability is a contributing factor. 

Thousands of men who are rated permanently and totally disabled 
by the Veterans’ Administration go to many of these Southern States 
to live, and they do require hospitalization very frequently, and they 
are listed as non-service-connected, and I do want to stress the 
serious nature of these cases, and say that they are not non-service- 
connected because they are service-connected really, and frequently 
they are unable to provide hospitalization for them and they have to 
go long distances to get it. 

Mr. Tuomas. Thank you, Doctor. That is a very fine statement. 

Dr. Suaprrro. Thank you, Mr. Chairman, and gentlemen of the 
committee. 

Mr. Tuomas. It will not do to let our old friend Mr. Peterson get 
away without a statement. 

Mr. Pererson. Mr. Chairman, I heard the chairman say, the com- 
mittee was kindly disposed toward this urgently needed hospital, so, 
I never believe in arguing a case after we have won it. 

Because the condition of the old buildings is such that main- 
tenance costs are going to increase, and you probably have had those 
maintenance costs already developed in these ered because of that 
the actual cost of the construction of the new building is such that it 
will amortize itself for the amount of maintenance cost you are now 
paying on those old buildings. 

There is another thing that has not been brought out which is that 
actually it is in such bad repair that it is dangerous. A bathtub 
fell through a floor in one instance the other day. Also, it is a fire 
hazard. 

Then we also have this problem in Florida, that the actual veterans’ 
load is so heavy there that our waiting list is not an accurate list, be- 
cause the number awaiting admission is greater than the waiting list 
actually shows, because a lot of them know that there is a long waiting 
list and do not put their names on it, and some of them die, as Senator 
Smathers said, and some of them go around to some other place and do 
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the best they can. So, there are actually more veterans awaiting hospi- 
talization than actually shown up on the waiting list. 

There is another matter that has not been developed in reference to 
the Lake City Hospital, and that is they have to have additional pro- 
vision there for some emergency NP cases. It is one of our critical 
problems in Florida. For instance, just a few days ago a very promin- 
ent man was in one of the jails in a neighboring county. They put 
them there and keep them there until they can move them into a hos- 
pital. I feel this very, very keenly, because there is great need for it. 

In view of the chairman’s statement I do not want to burden you 
further, because I can see from his indications that he knows what the 
situation is. 

The veterans’ load there is far in excess of the average load. We 
have quite a different condition from the normal veterans’ hospital, 
and we also have a large number that come in for the winter. If they 
have a heart condition, for instance, and they have an attack on the 
street, they are found, and then they are rushed in as emergency cases 
ahead of those on the normal waiting list, so we have the normal load 
plus the emergency load, so that means during the winter and fall 
that there is a large number of others on the waiting list. 

I thank the chairman for his indication. It is a great pleasure to 
appear again before this committee, and we appreciate it very much. 
In view of the indication by the chairman I have cut my statement 
short. 

Mr. Tuomas. We want to thank all of you for your fine statements, 
and we want to compliment you on having your two Senators and 
your Members of Congress here. 

Mr. Jortine. I submit for inclusion in the record the following 
statement which gives further details in this matter. It is signed by,a 
number of interested persons. 

(The matter referred to is as follows :) 


I. INTRODUCTION 


This memorandum is submitted for the purpose of inviting attention to the 
immediate need for improvement and expansion of medical facilities in the 
north Florida, central Florida, and south Georgia area, the same being the area 
now served by the VA hospital located at Lake City, Fla. It is submitted with 
the earnest recommendation that the facilities of the Lake City Veterans’ Hos- 
pital be immediately modernized and expanded to at least partially alleviate the 
present lack of facilities in this general area. 


Il. THE NEED FOR REHABILITATION OF THE LAKE CITY FACILITY 


A survey discloses that a total of more than 76,000 veterans in the 19 counties 
of Florida are served by the Lake City Hospital. In addition there are more 
than 46,000 Negro veterans residing in the State of Florida other than in the 
section of the State served by the hospital in question. Except for a Negro 
ward of approximately 40 beds maintained at the Coral Gables Veterans’ Hos- 
pital, the entire colored veteran population of Florida must be served by the 
125 beds reserved for Negro veterans at the Lake City Hospital. In addition to 
the Florida veterans there is also the responsibility of the Lake City Veterans” 
Hospital to service the white and colored veterans from 25 counties in South 
Georgia, totaling not less than 27,000. The statistics show that of the more 
than 68,000 Negro veterans in the State of Florida there is a ratio of almost 
412 Negro veterans for each bed available at the VA hospitals in the State of 
Florida. 

Information obtained from the Lake City VA Hospital shows that 109 veterans 
were awaiting hospitalization through this facility on March 20, 1951. This 
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figure is above average for this installation. The present capacity of the Lake 
City Hospital is 378 beds. A 10-percent allowance in bed availabilities is re- 
quired to be kept open at all times to account for new arrivals during notification 
period and emergencies. 

As an additional factor increasing the already extremely overcrowded con- 
ditions at the Lake City Hospital, is the action taken in 1950 by the Department 
of Defense in reducing the allocation of the Jacksonville Naval Air Station Hos- 
pital for veterans from 100 beds to a token number of 10 and a similar reduction 
at the Pensacola Naval Station Hospital from 75 beds for veterans to none. 

Some difficulty has been encountered in the past in properly staffing the Lake 
City VA Hospital. This condition can be attributed primarily to the inadequacy 
of the facilities and the equipment with which the professional staff is required 
to function. The present manager of the Lake City Hospital is of the conviction 
that this difficulty will be eliminated when the Lake City Hospital is modernized 
and furnished with the latest and best equipment and facilities. 

It is submitted that the need for improvement of the veterans hospital facilities 
at Lake City besides being a veterans’ problem is closely connected with the 
present defense effort. This fact is based upon the join announcement of the 
Department of Defense and the Veterans’ Administration made on February 16, 
1951, in which plans were announced to hospitalize Korean War casualties and 
other disabled military personnel in VA hospitals prior to their separation from 
the service. It requires little foresight to contemplate that said policy will 
greatly increase the burden upon all VA hospitals, including the Lake City 
facilities. In this connection there is attached a copy of the announcement 
referred to above. 

From the foregoing, we submit that the only reasonable conclusion that can be 
drawn is that the present facilities of the Lake City VA Hospital, amounting to 
only 378 beds with inadequate equipment, are grossly inadequate for the veteran 
population in the area served by this institution. 


Ill, ADVANTAGES OF THE PRESENT LOCATION 


(a) The chief advantage of the Lake City location is its central geographical 
situation. From the attached map it can be readily seen that the Lake City 
Veterans Hospital is located very near the exact geographical center area. The 
community of Lake City is within 12 miles of the exact east-west center of the 
perinsula of Florida. The city is served by the following adequate transpor- 
tation facilities: two bus lines, Greyhound and Trailways; three railroads, the 
Atlantic Coast Line, Seaboard Air Line and Southern Railways; and eight 
arterial highways. The road net in which the community is the center, is very 
complete and consists of excellent highways. The city is readily accessible from 
any direction and by no stretch of imagination can be termed isolated or an 
outlying area. 

(0) The present investment of the Veterans’ Administration in the lands and 
buildings at the Lake City VA Hospital render an abandonment or curtailment 
of its use inefficient and wasteful. The Lake City Hospital is situated on a 
tract of 39 acres, part of which is adjacent to a beautiful lake with facilities for 
fishing and recreation. The book value of the present investment is listed at 
$1,206,181. However, Building 38 (administration building) is a three-story 
modern brick building constructed in 1936 at a cost of $172,674.52. Building 62 
(a ward building) is of more recent construction, having been constructed in 
1942 at a cost of $158,658.46. Neither of these buildings could be constructed 
today for double the original cost. In addition a total of $190,561 has been spent 
on repairs or remodeling of this facility since 1945 merely to keep the facility 
operating and without bringing it to a modern, efficient status. With the 
investment of a reasonable further amount it is submitted that the Lake City 
VA Hospital can be made adequate for service for the veterans of north and 
central Florida and south Georgia. 

(c) Lake City and Columbia County has an excellent year-around healthful 
climate, particularly suitable for convalescence and recuperation. It should 
be particularly noted that there has been no locally developed cases of malaria 
or typhoid fever in Lake City in over 4 years. 

(d) There are adequate recreational facilities in the community. In addi- 
tion to the hunting and fishing for which north Florida and central Florida and 
south Georgia are well known, the city of Lake City has, since World War II, 
acquired and developed a fine golf course and country club. Tennis and bad- 
minton courts have been constructed at the city recreational park. All of these 
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facilities are avaliu.¢ and easily accessible to the staff and personnel of the VA 
hospital. 

(e) No inconsiderable factor in rendering Lake City a desirable location for 
this facility is the fact that the cost of living in the community is considerably 
lower than that in cities of larger size. This is particularly important not only 
to the staff and personnel of the hospital but to visitors coming from some dis- 
tance to visit with patients in the institution. Very satisfactory rooming and eat- 
ing accommodations can be obtained within walking distance of the Lake City 
VA Hospital at a cost not to exceed $3 to $5 a day for all expenses. 

The economy of operating a hospital in this location is reflected in the fact 
that the Lake City facility has operated at the lowest or next to the lowest per 
diem per patient rate in the southern regional area during the period 1945-50. 

(f) While it may seem somewhat foreboding, nevertheless an important con- 
sideration for locating installations of this kind should be the effect of a military 
attack on this country, we strongly suggest that decentralization of VA hospitals 
where reasonable and practical should be practiced to afford greater security for 
military defense purposes. 

(g) As testimony to the fact that the facilities and living conditions in Lake 
City afford pleasant environment for VA personnel is the fact that substantial 
numbers of their past members of the medical staff of the Lake City Hospital 
have retired and built homes in Lake City or have made this community a place 
of residence upon separation from the service. It particularly should be noted 
that over 333 new dwelling units have been constructed in Lake City since 1945, 
and at least 15 are now under construction. This fact has practically eliminated 
the shortage of housing for VA personnel which existed immediately after World 
War II. 

In summary we wish to state that we have attempted to show and believe 
that we have submitted facts to prove that there is a need of immediate improve- 
ment of hosiptal facilities for veterans in the north and central Florida and south 
Georgia area. This need is so immediate that it cannot await the building of any 
new hospitals which would require from 2 to 3 years before they would be 
equipped to admit patients. We further have attempted to show that the only 
reasonable and economical method in which to provide immediate alleviation of 
the critical shortage of hospital facilities in this area is by the improvement of 
the present facilities of the Lake City instailation. We submit this without 
prejudice toward the further construction of other hospitals throughout the 
Georgia-Florida area when time and funds permit. 


IV. CONCLUSION 


Lastly it would seem that good business practice would indicate an immediate 
expansion of the present facility to take care of the needs of the veterans in the 
north Florida, central Florida, and south Georgia area. 

J. Hardin Peterson, Lakeland, Fla.; Melvin T. Dixon, St. Petersburg, 
Fla.; George E. Zains, Director, National Rehabilitation Services, 
VFW, Washington; Edmund H. Martin, Ocala, Fla.; Thomas L. 
Hamby, Moultrie, Ga.; James Y. Wikee, Lake City, Fla.; W. W. 
Xavier, Coral Gables, Fla. (Miami); Wallace M. Jopling, Lake 
City, Fla. 


[VA Public Relations Release] 
KoREAN Wak CASUALTIES To Get VA CARE; HOspITaALIzATION PLAN ANNOUNCED 


The Department of Defense and the Veterans’ Administration on February 16, 
1951, jointly announced plans to hospitalize certain disabled military personnel 
in VA hospitals for specialized medical care, including rehabilitation on the same 
basis as other veterans with service-connected disabilities. The military patients 
to be hospitalized by VA are those whose disabilities make it improbable that they 
will return to active duty. The transfer policy will not preclude the return to 
duty of any patient who, after medical treatment and rehabilitation, desires to 
return to active duty and is acceptable to the Armed Forces. 

The basic consideration in transfer will be the welfare of the patient, and each 
case must be considered on an individual basis. The military patients to be 
transferred under the plan would have become eligible for VA hospitalizatign 
as soon as they were separated from the service. 
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The new plan merely speeds their transfer and reduces the over-all national 
demand for critical medical personnel by caring for patients in one organization 
instead of having the VA, the Army, the Navy, and the Air Force duplicating 
personnel and facilities. The types of cases considered applicable for transfer 
are: severe injuries to the nervous system, including quadriplegics, hemiplegics, 
paraplegics, the blind and the deaf requiring definitive rehabilitation; major 
amputees ; neurological disabilities, including poliomyelitis with disability resi- 
duals and degenerative diseases of the nervous system; patients requiring exten- 
sive thoracic surgical procedures. In addition to these categories, the tuber- 
culosis and the neuropsychiatric patients, especially the psychotic, are recognized 
to be the largest group that will require specialized service in the Veterans’ 
Administration. 

The plan will preserve the continuity of the VA’s present hospital organization 
and assure adequate care of veterans even after the present emergency is ter- 
minated. The Veterans’ Administration said that the plan is already in effect 
in a limited way. It will be expanded gradually as military patients are trans- 
ferred to VA hospitals for this specialized care and rehabilitation. The number 
of beds that will be utilized for this purpose will depend on the casualty lists and 
these cannot be forecast at this time. VA said the program will not mean a per- 
manent reduction in the number of beds available to veterans. 


Veterans’ population, Florida-Georgia, area served by the U. S. Veterans Hospital, 
Lake City, Fla., by counties 


FLORIDA GEORGIA 
SSR t eens 7,226) Seminole, Decatur, Miller_____ 2,192 
SS RRR SE aE Ces Bees 489 | Mitchell, Baker__...___-______ 979 
NN Fe Site) Capen a ee 2, 026 
Sea Te SE ee Fe 37, 858 | Grady, Thomas_______________ 3, 056 
0S CRIS Ee e eee aeT 1, 791 | Glynn, Camden —____._________ 3, 567 
hes ae at tia 1, 154 | Worth, Tifton___________ Hiteieeee 2, 631 
SERED aes ee PPT RES 2,884| Berrien, Cook, Lanier _________ 
Ng paetiied coibage 1, 862 | Brooks, Lowndes, Echols___.-__ 4, 321 
IEE She RR eee UPC a 6,709) Pierce, Brantley, Charlton, 

SS ES Re es se 909 amen, Were. 3, 799 
| ES RR ERE a a lt 6 te Re OI Soe 75 aN ae 2, 745 
"EERIE SESE paeee eee amines > ree ON So es ae or a 596 
eS RE ee eee 1, 182 iti 
SE AS REACTS Re Am 732 OT DIES Ske Se oi SEI 26, 780 
SES ESE base eae 2, 523 
Rl an ae Re SAS Ae 2,013 
A Ea hee eat 2, 749 
|S Sr eenlerapeletenne 1, 570 

: | LEST ee see 76, 345 





NotTr.—Omitted from Florida figures are: Bradford, 1,691, and Marion, 4,783. The 
following Florida counties are also being served since the Thomasville facility closing: 
Calhoun, 1,165; Franklin, 981; Gadsden, 3,450; Gulf, 1,044; Jefferson, 1,388 ; Leon, 4,572 ; 
Liberty, 604; Taylor, 1,828; Wakulla, 815; Jackson, 4,581. These 10 counties have been 
served for past 2 years. 


STATEMENT OF Hon. CLAUDE PEPPER 


Mr. Tuomas. The committee has received a statement from former 
Senator Pepper on this hospital. He has been very interested in the 
Lake City hospital for quite some time. We will insert his statement 
at this point. 

(The statement is as follows :) 


STATEMENT OF Hon. CLAUDE PEPPER, FoRMER SENATOR FROM FLORIDA 


Mr. Chairman, I am deeply grateful for the opportunity to present my views 
in support of the proposed appropriation of $4,400,000 recommended by the Ad- 
ministrator of Veterans’ Affairs for the remodeling and replacement of the 
inadequate and obsolete facilities for veterans at Lake City, Fla. This recom- 
mendation is a follow-up of a conference held by General Gray with members of 
the Florida delegation in the Congress, including myself, in the fall of 1950, at 
which time we vigorously presented our case in the most favorable light possible. 
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In 1949 and 1950, the Senate Subcommittee on Veterans Hospital Construction 
held extended hearings and conferences on the executive order of the President 
which eliminated 16,000 beds from the veterans hospital construction program, 
and issued a report on the situation in every State affected, including Florida. 
As former chairman of that subcommittee, I found a shocking disregard and lack 
of understanding of the problems facing our ill and disabled veterans, particu- 
larly Florida. 

The growth of our veteran population in Florida has been greater and out of 
proportion to the increase of the general population in the State from 1,900,000 in 
1940 to 2,400,000 in 1950, thereby aggravating an already acute problem. 

Florida’s population expands rapidly during the winter. As a result, as many 
as 400,000 veterans are found here every winter in Comparison with our normal 
veteran population of a little over 300,000. : 

General Gray himself has stated “I believe that the ratio of veterans’ beds to 
population is somewhat lower in Florida than in some other States.” The ratio 
of these beds in 1950 was about 237 veterans per bed in comparison with 129 for 
the Nation under the revised construction and expansion program. At that time 
there were only five other States having a higher veteran per bed ration than 
Florida. 

Furthermore, under the order of the Secretary of Defense in 1950, the veteran 
hospital bed reservations at the Jacksonville Naval Air Station hospital were 
for all practical purposes almost wiped out—a total of some 125 beds which were 
held by the VA under contract with that hospital. As a result, veterans now 
have to-be sent out of the State into facilities elsewhere, particularly in Georgia 
and South Carolina. 

The Lake City hospital now has a total of some 378 operating beds (as of 
January 31, 1951) almost one-third of the total number in Florida. The VA 
not only needs to tear down the three buildings which were built, as I am in- 
formed, in the early 1890's, but also add at least 100 more beds. The Lake City 
hospital is so inadequate that if cannot supply the facilities to enable it to employ 
specialists and it has no chief of medical service, no orthopedic surgeon, no 
pathologist. Because of the lack of modern and sufficient bed space, even service- 
connected cases are sent to private institutions through the regional office. 

As of February 21, 1951, there were 468 veterans awaiting admission to VA 
hospitals in Florida, of whom 119 had applied to Lake City. The VA estimates 
that it will take 11 to 30 days to place 70 of these 468 veterans and 47 of those 
who applied at Lake City. The remainder will have to wait longer. 

I wish I could be present personally to tell you of the countless pleas I have 
received from ill and disabled veterans who have waited for months on end to 
get hospital care at out VA hospitals in Florida, but I deeply regret that my 
presence in Florida has prevented me from appearing before you today. 

I am sure that the Congress will not forget the veterans of Florida and of the 
other States. Their hospital needs are paramount. The detailed and compre- 
hensive testimony before the Senate Subcommittee on Veterans Hospital Con- 
struction program is summarized in the attached report of the subcommittee which 
I am making available to your subcommittee on the VA appropriation. It is up 
to Congress to make provision in this appropriation bill so that every veteran in 
Florida and elsewhere who needs hospitalization will receive it. Provision in the 
pending bill for $4,400,000 to modernize the Lake City hospital will be a step in 
that direction. 


Trurspay, Marcu 22, 1951. 
Srate Maritime ACADEMIES 


WITNESS 


HON. ROBERT HALE, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MAINE 


Mr. Tuomas. Will the committee please come to order. 

Gentlemen, we have some of our friends here of many years stand- 
ing. We are delighted to have our distinguished colleague, Congress- 
man Hale, here. We all admire him and trust his judgment on many, 
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many matters, and it is always nice to have you here, Congressman, to 
get the benefit of your good judgment. 

If you have some of - your friends here who want to join in a state- 
ment with you we will be glad to hear from them. We will be de- 
lighted to hear from you at this time, Congressman. 

Mr. Hate. Mr. Chairman, we appreciate the opportunity to appear 
before your committee. I note that the committee is going from 
Florida to Maine in one quick jump. The Maine climate has been 
better than the Florida climate this winter. 

Every year I have come before the committee in connection with the 
appropriation for the Maine Maritime Academy, and every year I 
have rested my case in the able hands of Senator Ralph A. Leavitt, 
of our Maine State Senate. Mr. Leavitt is president of the board of 
trustees of the Maine pre Kg Academy, and has very complete 
knowledge of the work of the academy and the requirements of the 
act idemy, and Mr. Leavitt, I think, is now very well known to you. 

Mr. Tuomas. Yes, indeed, we are delighted to have him here. 


Mr. Hate. Thank you. 
WITNESS 


HON. RALPH A. LEAVITT, STATE SENATOR FROM THE STATE OF 
MAINE 


Mr. Tuomas. If you have a statement for us, Senator, we will be 
glad to hear you at this time. = 

Mr. Leavrrr. I have a great deal more compassion for you this 
year than I have had ani. I am on the Appropriations Committee 
in Maine, and I have been sitting before a table just about this size 
listening to people who come to me for $20 million, $45 or $50 million. 
Now, that is just peanuts down here, but up there it is a lot of money. 

Mr. Tuomas. It is a lot of money in anybody’s country. 

Mr. Leavirr. So, I know the headaches that you have from sitting 
here and hearing people talk. | 

Nevertheless, we have these State maritime academies. I have been 
asked by Massachusetts to represent them and also by California. 
Admiral Leary is here with Commander Gandleman from the New 
York State Maritime Academy. 

As we understand it, the budget as it is now set up calls for 710 
boys in these schools with $275 each a year for subsistence, and $200 
each a year for books and clothing. 

These schools are primarily a national defense service. They are 
training boys for the United States merchant marine and for the 
United States Naval Reserve. 

Each boy who goes into this school takes an oath that he will serve 
with the Armed Forces for 2 years when and if called. 

At the present time a very large percentage of the graduates of the 
school are serving in the United States Navy in this Korean situation, 
having been cz alled back to service some of those who had gone ashore 
and a very large percentage of the boys, I do not know w hat the per- 
centage is, but it is aw ay up, 40 percent or 50 percent, or probably 
nearer 75 percent of them are serving in the merchant marine all over 
the world. 

The reason for these schools when they started was that the people 
who were interested in the merchant marine realized that we needed a 
better type of officer in the merchant marine than we had at that time. 

















The Navy has found that in the case of the New York State Acad- 
emy, which is the oldest, that the boys from this school made the best 
reserve officers that the Navy could possibly find, and, therefore, they 
have been willing to go along with the program in giving naval science 
at the schools because they realize that they h: id been turning out 
superior officers even to serve on the deck of a warship. 

We believe that’ the policy, which has been established now for over 
10 years, of paying these boys $65 a month has been established to the 
extent that to say ‘to these boys that are going to school, “Now, we do 
not believe you are worth $65,” will be a slap at them at this time of 
emergency, when they know, and everybody knows that, eventually, 
they will be among the fighting men of the country.’ You are paying 
the boys at Annapolis, you are paying the boys at Kings Point, you 
are paying the boys at the Coast Guard Academy and every other boy 
that is brought into officer training schools, and we see no reason for 
cutting this $65 out at this time. 

Mr. Tuomas. Is there any law against the good old State of Maine 
paying that $65 a month? 

Mr. Leavirr. The State of Maine, for a small State, I think, has put 
in a pretty good sized contribution. They are putting in a good bis 
set of buildings, and they are contributing a large sum of money out 
of the legislature, how much I do not know yet because we have not 
filled up our own appropriations bill, but it is about $190,000, New 
York State is putting nearly $800,000 into their budget, California 
is putting in $450,000, and in Massachusetts it is over $300,000. I 
think we are all putting our share of money into these schools. 

The State Maritime Academies were set up on a basis of 400 boys 
for New York, 200 for Maine, 200 for Massachusetts and 200 for Cali- 
fornia, making a total of 1,000 boys. During the years since the war, 
Congress has cut down the amount of appropr iations by cutting down 
the number of midshipmen that should receive the $65. Last year the 
enrollment had been cut to 710 in the four schools. We believe that the 
schools should be operated with the number of midshipmen for which 
they were designed, at least during the emergency, and that the enroll- 
ment for the coming year should ‘be 1,000 midshipmen, and that each 
of these midshipmen’ should receive the sum of money now paid to 
the 710. This would mean an additional 290 boys and would put the 
State maritime academies on a par with the number of midshipmen 
that should be in Kings Point. The additional appropriation neces- 
sary to pay the 1,000 midshipmen $65 a month over and above that 
which is now set up in the budget would be $717,750—but only $290,- 
000 more than appropriated for this year of 1950-51—as follows: 
1,000 midshipmen by $65 by 12_---______-____-___-___- ~ $780, 000 
1,000 midshipmen by $2.75 subsistence__ .. 245, 000 





$1, 055, 000 
Less amount now set up in budget recommendation : 
$275 by 710 for subsistence; $200 by 710 for books and sesanRtins 


Pe PIS TBS 2 «| ee ae Cc oR E et 990 RIN Me 337, 250 
CERN vas eae weak See SA RG EERE Bla RESET ES ER FR ID 717, 750 

Add to this $45,000 more for repairs___. Ldn a OE SS Es eee eT BD Ee 45, 000 
fT ER EA Re Se ET ERE MA Ce ee Se eee See 762, 750 


Request was made for the $300,000 to keep the ‘tiie in repair. The 
cost of repairs is going up all the time. The Coast Guard has now 
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put the ships under their inspection, and they are asking for a great 
many things, which, although they are perfectly good under Navy 
standards, do not meet the Coast Guard requirements, and at least for 
the next year it is going to cost a lot more than perhaps it will in other 
years, and we believe that the request for $300,000 should be given 
consideration for the repairs to ships. As I understand it you are 
recommending $255,000, which is $45,000 less than the amount which 
was originally requested. 

That brings the total bill that we as representatives of the schools 
here are asking for $762,750 above budget recommendations. 

Now I can go on with oratory for a long time but, as I said when I 
started, I have compassion for you as I have been on an Appropria- 
tions Committee myself so will spare you from such a fate. 

Mr. Tuomas. You are a gentleman and a scholar. You have made 
a very fine statement, and we thank you very much for it. 


WITNESS 


VICE ADM. HERBERT F. LEARY, USN (RETIRED), PRESIDENT, NEW 
YORK STATE MARITIME COLLEGE 


Mr. Tuomas. Now, I think Admiral Leary would like to make a 
statement. 

Admiral Leary. I think I appeared before you gentlemen last year. 

Mr. Tuomas. Yes, sir, Admiral. 

Admiral Leary. I am here representing Mr. Tode, chairman of the 
board of governors for the New York State Maritime Academy, who 
is out of the country on a cruise. Otherwise, he would be here himself 
today. 

New York agrees in every way with the presentation of Mr. Leavitt 
from the Maine Academy. 

I feel that the New York Maritime College, the oldest maritime 
institution in the country, having been started in 1874, is a distinct 
asset to national defense, and is producing good officers for the Navy 
and the best officers that the merchant marine has ever had, and that 
New York State is fully supporting its share, having in the short time 
that I was at the school increased their budget from $200,000 to over 
$800,000 per year. The State enrolls everybody they have from 
among those who are interested in maintaining this training for the 
shipping industry. 

We feel that in this time of national defense it would be most dis- 
heartening if the boys were told that they could not get the $65 a 
month that they have been getting. A great many of them came in 
under that agreement. We do not take rich boys. They come in and 
get their family arrangements made, and we certainly feel that there 
is an obligation to the boys who are in the school now, who have not 
vet graduated, and who came in under the $65 arrangement, and we 
think it should be followed for everybody as it has been in the past. 

I understand in the last 2 years when this came up on the floor of 
Congress that the $65 was reinstated in the bill as an indication of the 
interest of the country and the people in seeing that these boys get 
their pay as they had in the past. 

We think also, and have felt for a long time, that the number of 
appointments should be increased to cover our total capacity of 1,000 
‘cadets at the four State schools. 

















1755 


We in New York, particularly, and in the other schools, to a lesser 
extent, are training boys who are paying their own way because of 
their interest in this training for the merchant marine. They want 
to become officers in the merchant marine, and we cannot give them 
appointments because at the present time we are allowed only 250 
appointments for cadets and we could easily fill 400 or more, and 400 
is the figure we are asking for, and that would be the figure that we 
would get if the total number were increased up to 1, 000. 

Some time back when all of this discussion was up with the Maritime 
Association there was an agreement reached that the four State acade- 
mies would be considered on a parity with what we have at the Acade- 
my at Kings Point. Roughly there would be the same number of 
students in the State maritime academies as there are in the Federal 
Academy and everything would be balanced 50-50 between the two. 

Kings Point has an allowance of 800 cadets. ‘They have 200 serving 
at sea on their year’s cruise, making 1,000, but the State schools have 
been limited to 710 cadets. So we feel, if granted our 1,000, we would 
not be going above that figure for which the schools were set up, and 
in fact on the figure of parity with Kings Point which was agreed upon 
in outlining the policy for the maritime training of officers with the 
Maritime Association. 

We have the greatest demand, I think, of anybody to ask for the 
increase to $300,000 for repairs to ships, which was reduced to $255,000. 
It is not only a question, as Mr. Leavitt said about the cost of every- 
thing going up, and the increased charges for labor in the shipping 
industry, but the mandatory requirements of the Coast Guard, in order 
that we might be sure to comply with the requirements for passenger 
vessels for the safety of life at sea. Those requirements provide the 
maximum safety for the boys on the ships. That is the law we have 
to comply with, and we hope the committee fixes this amount of money 
to doit. As Mr. Leavitt states, if we were given this money this year 
we could probably get along with less in later years after the boats 
are certificated by the Coast Guard. 

Mr. Tuomas. Thank you very much; that is a very nice statement, 
Admiral Leary. 

Do you have anything further to add, Congressman ? 

Mr. Hater. No, sir; thank you. 

Mr. Tuomas. Those are two very fine statements, and we thank you 
for bringing these gentlemen in. Thank you very much. It is nice 
to see you, and it is alw: ays pleasant to have you with us. 


WITNESS 


HON. CHRISTOPHER C. McGRATH, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NEW YORK 


Mr. Tuomas. Gentlemen, we have with us our very good friend 
from New York, Judge McGrath, for whom we have a great deal of 
respect. 

Mr. McGraru. Thank you, Mr. Chairman. I appear before you, 
my colleagues on the Appropriations C ommittee, to respectfully urge 
favorable consideration for the appropriation that would give to the 
young men in our maritime schools monthly pay such as they receive 
at the present time. 








The course of study at these maritime schools runs from 3 to 4 years, 
and cadets receive a training that is both practical and theoretical 
and which fits them for a life on the seas. Upon graduation, they 
are qualified as mates if their service has been on the deck, or as 
engineers if they have selected training in the engine rooms. Under 
the law, they can be called promptly into the naval service, if they 
are needed, 

Mindful of the great emergency that exists today, I respectfully 
submit that trained personnel is an important element in our line of 
defense. Our Government for some time has paid such students $65 
per month, plus 75 cents per day for rations. The question presents 
itself: Is this expenditure one which is properly the function of our 
Government? In reply, we state that it is definitely a governmental 
function because we are training these men to aid in time of war, by 
taking actual charge and becoming leaders in naval and marine work. 

In the last war, over 25 percent of these men served in the active 
military forces of our country and the balance of 75 percent served 
in the maritime fleet. Whether we be at war or at peace, this is a 
sound investment. If the dark clouds of war will pass over, as we 
all pray, the training of these men will help us to maintain our na- 
tional economy by their contributions in the transportation of cargo 
and of people. If we be at war, their services are essential in the 
transportation of troops, the carrying of armaments, and of other 
implements of war. 

I therefore respectfully recommend to this committee the granting 
of this appropriation and also urge that in considering this item the 
full appropriation be granted for the maintenance of the New York 
State Maritime Academy at Fort Schuyler, N. Y. 

Mr. Tuomas. Thank you very much for your fine statement. 


WITNESS 


HON. LEROY JOHNSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Tuomas. We have with us our distinguished colleague from the 
State of California, who has a statement for the committee. We are 
very happy to hear anything you want to tell us. 

Mr. Jounson. Mr. Chairman, California is a maritime State with 
a coast line of over 1,000 miles. Its interest in a superior merchant 
marine is definite and positive. The effectiveness of our merchant 
marine is no better than the quality and efficiency of its officers. Cali- 
fornia has proved this interest over the years by appropriating hun- 
dreds of thousands of dollars of State funds to support this maritime 
officer training. The Federal Government likewise has recognized 
its importance and has given substantial support. 

But now the Bureau of the Budget proposes to withdraw part of the 
Federal support. Specifically it proposes to eliminate the $65 a month 
heretofore and now allotted to each midshipman student, which has 
at least partially covered his personal expenses. The Bureau of the 
Budget proposes in lieu to pay $200 per year per midshipman for 
clothing and textbooks plus $275 per year for subsistence. 

This would result in the maritime academies becoming semiprivate 
schools for sons of wealthy families. Fine young gentlemen from 




















less wealthy families would be financially debarred. I am confident 
that no one in Government wants to restrict this specialized educa- 
tion, so vital to national defense, to the sons of wealthy parents; for 
it will be an exceptional boy who, reared in luxury, will be happy to 
accept the occupational hazards and the relatively low pay incident 
to going to sea in either the merchant marine or the Navy. At present, 
with the Federal subsidy, the majority of students at the maritime 
academies comes from the lower-income families. Those in a position 
to know feel that retraction of this modest Government subsidy would 
deprive the maritime service of some of its best officer material. 

The need for trained merchant-marine officers has increased since 
the Korean conflict began. Ships of all kinds are being demothballed 
as rapidly as possible. Some of these, although ready to return to 
service, remain port-bound for lack of competent crews. Yet the 
Budget people, short-sightedly, as I see it, propose to further reduce 
the quantity of officers competent and available to man these ships. 
This certainly is no time to scuttle any national-defense training pro- 
gram. 

To foster such a program, on the contrary, I strongly urge this com- 
mittee to restore the $65 a month allotment per midshipman as a 
modest contribution to the défense effort. We ask only this, plus $275 
per midshipman per year to cover the cost of his subsistence. 

Mr. Tuomas. Thank you for your very fine statement. 





Fripay, Marcu 23, 1951. 
WITNESS 


HON. EMANUEL CELLER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW YORK 


Mr. Troomas. We have with us the Honorable Emanuel Celler, of 
New York. We are happy to hear whatever you have to say at this 
time. 

Mr. Cetier. I have long been familiar with the activities of the 
New York State Maritime College, and am deeply aware, therefore, 
of its fine record of attainment and its contribution to the American 
merchant marine. From my own observations, as well as from the 
well-considered opinions of those qualified to form judgments, I have 
found this college to be eminently worthy as an institution to train 
officers of the standard our great country desires, and it is for this 
reason that I speak on behalf of its present and future welfare. 

The midshipmen are now receiving pay at the rate of $65 per month, 
as are the midshipmen at the other State maritime academies. This 
has been found to be a workable arrangement within which the accom- 
plishments of this great academy can be maintained. It has now been 
proposed by the Bureau of the Budget that this emolument be elimi- 
nated and that an annual allowance of $200 for textbooks and uni- 
forms and $275 for maintenance—a total of $475—be substituted 
therefor. 

After most careful scrutiny of its budget requirements the New 
York State Maritime College finds the substitute proposed by the 
Bureau of the Budget to be inadequate to a crucial degree. In the 














1758 


interests of the continuance of this college and in the interests of the 
required high standard for'our officers, I urge that the pay allowance 
of $65 per month be maintained. 

Mr. Tuomas. That is a very fine statement. We thank you for it. 


Veterans’ ADMINISTRATION BupGetT 
WITNESS 


MILES D. KENNEDY, DIRECTOR, NATIONAL LEGISLATIVE COMMIS- 
SION, THE AMERICAN LEGION 


Mr. Tuomas. Mr. Miles D. Kennedy, director of the legislative com- 
mission of the American Legion. 

Mr. Kennepy. Mr. Chairman and gentlemen of the committee, my 
name is Miles D. Kennedy. I am director of the national legislative 
commission of the American Legion. Our local office is at 734 Fif- 
teenth Street NW. 

Mr. Chairman, I appreciate the fact that the hour is late, and I 
know you are anxious to get along. 

We have a prepared statement which Mr. T. O. Kraabel, who accom- 
panies me, prepared in his office. He is director of the national reha- 
bilitation commission of the American Legion, 

We shall be very happy to abide with your wishes and file this 
statement, and if there are any questions you want to ask Mr. Kraabel 
or myself, we would be very happy to answer them. 

Mr. Puiuirs. What is it about ? 

Mr. Kennepy. This is in connection with appropriations for the 
Veterans’ Administration. 

Mr. Putires. The total appropriation ? 

Mr. Kennepy. Yes, sir. 


WITNESS 


T. 0. KRAABEL, DIRECTOR, NATIONAL REHABILITATION COMMIS- 
SION, THE AMERICAN LEGION 


Mr. THomas. We will hear now from Mr. T. O. Kraabel, director of 
the National Rehabilitation Commission of the American Legion. 

Mr. Kraasen. The national rehabilitation commission of the Ameri- 
can Legion appreciates very much the opportunity of being here 
before this committee on the vital subject of certain phases of the 
Veterans’ Administration budget. 

At its last regular meeting, the national executive committee of the 
American Legion considered the subject of adequate funds for the 
Veterans’ Administration to run its business, assigned to it by Con- 
gress, particularly such activities as medical and hospital care, claims 
adjudication, insurance, education, appeals and contact. As a result 
of these deliberations resolution No. 11 was adopted. It reads as 
follows: 

Resolved, by the executive committee, national rehabilitation commission, that 
the American Legion continue its study and analysis of the Veterans’ Administra- 


tion budget and funds allocated for the Veterans’ Administration operation; and 
be it further 
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ResowWwed;that representatives of the American Legion be authorized to appear 
before the appropriate Congressional committees on behalf of adequate funds 
for the Veterans’ Administration to provide full and prompt service to the 
veterans of this country, and to the dependents of veterans. 

Because practicing service officers of the organization throughout 
the country saw how the curtailment of funds adversely affected 
service to veterans, they considered this matter at the recent national 
rehabilitation conference held at the Statler Hotel, Washington, D. C., 
during the period from February 26 to March 2, 1951. This is the 
recommendation they gave to us of the rehabilitation and legislative 
services of the organization : 

That the national rehabilitation commission request the national legislative 
director to advise all Members of Congress, or the proper committees of both 
Houses, as to the vital importance of Congress examining the budget of the 
Veterans’ Administration as submitted to the Bureau of the Budget by question- 
ing the Veterans’ Administration personnel who have prepared it. It is also the 
responsibility of all conferees, as well as your rehabilitation people, to inform 
your respective Congressmen of the importance of sufficient funds to meet the 
needs as indicated by the Veterans’ Administration, rather than accepting the 
curtailed budget as submitted to them by the Bureau of the Budget. 

It might be asked with propriety: Just what concern of a veteran’s 
organization are the budget request and appropriation of any single 
Government agency? Our answer would be that the American Legion 
is interested by virtue of its congressional charter, its recognition by 
Congress under section 200 of Public Law 844, Seventy-fourth Con- 
gress, as amended, and through its Nation-wide coverage of service 
officers and representatives, serving untold thousands of war veterans 
and the dependents of veterans who have passed on. Our folks daily 
have opportunity to watch the operations of the Veterans’ Administra- 
tion and to observe where and when service is impaired through the 
lack of manpower or funds. In other words, our whole interest in this 
challenging subject is predicated upon our status as accredited repre- 
sentatives of actual and potential beneficiaries of the Veterans’ 
Administration. 

This interest does not manifest itself in advocating more and more 
funds for the Veterans’ Administration irrespective of the Nation’s 
economy to bear the burden. Rather it takes the form of ardent and 
realistic representation of those who come to the organization for 
advice and assistance and in insisting that the Veterans’ Administra- 
tion have sufficient personnel and funds to handle the programs and 
administer the laws pertaining to veterans enacted by Congress. 

Our interest also goes in the direction of constructively criticizing 
procedures and policies which prove to be ineffective and uneconomic. 
Through the eyes of over 2,000 accredited representatives, which in- 
clude full-time rehabilitation representatives, service officers, and field 
representatives, deficiencies and inadequacies are detected which in 
turn are called to the attention of Veterans’ Administration mana- 
gers and the Administrator himself. For instance these same people 
have noticed with deep concern the demoralizing effect upon patients 
and beneficiaries of the Veterans’ Administration, as well as upon 
the employees, of successive and sudden reductions in force during the 
past 3 years. Because of the impact of these sudden reductions upon 
the whole temper and effectiveness of Veterans’ Administration opera- 
tions, our organization has for years advocated a stabilization and 
mutual understanding on the part of the Veterans’ Administration, the 
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Bureau of the Budget and the Congress as to personnel and appro- 
priation requirements throughout a given fiscal year. This stand of 
the American Legion was particularly cited last year in the report 
of the President’s Committee on Veterans’ Medical Service. (P. 11 of 
the printed report. ) 

We respectfully invite the attention of the committee to the effect 
of certain sections of the General Appropriations Act of 1951 upon 
Veterans’ Administration operations. We submit that sections 1211 
and 1214 of that act particularly had a retarding effect upon these 
functions. The first cited section has the effect of empowering the 
Bureau of the Budget to virtually restrict and allocate apportion- 
ments to the Veterans’ Administration at least four times each fiscal 
year. An instance in point is that even though there may be sufficient 
funds in any given budget item or category, the budget officer of the 
Veterans’ Administration is forbidden to authorize or create an ob- 
ligation or make an expenditure in excess of the apportionment or 
reapportionment as to that item which may have been made by the 
Bureau of the Budget for a given quarter. Another effect of this 
latter is that the Budget Director of the Veterans’ Administration 
does not have the latitude of judgment and authority to distribute any 
excess of funds in one program to another where a deficiency exists. 
This is applicable particularly to the medical and hospital program as 
distinguished from the other Veterans’ Administration programs. 

Mr. Tuomas. The appropriation to the Veterans’ Administration 
for expenses and hospital care in a lump-sum appropriation, and he 
‘an shift it as he sees fit. 

Mr. Kraanet. Within that one program, within the medical and hos- 
pital program ? 

Mr. Puiturres. And general expenses of the Administration. 

Mr. Kraaser. Well, we hope that that will work out that way. I 
believe also that in the General Appropriation Act of 1951, Mr. Chair- 
man, there was given to the Bureau of the Budget more power to 
apportion an amount within an appropriation, and that any officer was 
then prohibited from making allocations in his agency beyond that 
apportionment. In any event this restriction seems to be more strictly 
invoked this year. 

Mr. Tuomas. That has been the law since 1920. 

Mr. Kraapev. As to the second section by which the Bureau of the 
Budget had the obligation of effecting an additional reduction of 
$550,000,000 in the over-all Federal Budget for 1951, brought about 
an imposition of an additional reduction in the Veterans’ Administra- 
tion budget for the same year of $10,000,000. While the Veterans’ 
Administration share of the total curtailment authorized may have 
been less than 2 percent it had to be taken from an already “tight” 
budget. The result was that administrative expenses, in which are 
included medical, claims adjudication, and contract services, had to 
absorb this reduction. 

We are intrigued by the information contained in the blue sheet put 
out by the Committee on Veterans’ Affairs on February 1, 1951, with 
reference to Veterans’ Administration funds. There we find that 
in accordance with the above outlined procedure, the operating services 
of the Veterans’ Administration originally requested in round figures 
$5,752,000,000 for fiscal year 1952. This total was reduced slightly 
when the estimates were submitted to the Bureau of the Budget. How- 
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ever, this latter agency has given to the Congress an estimate of Veter- 
ans’ Administration needs for fiscal year 1952, totaling $4,455,000,000. 
This represents a reduction of over 20 percent ‘from the amount which 
the managers and operating services within the Veterans’ Administra- 
tion system felt would be required. It is recognized that reductions in 
the amounts of fixed benefits which may cause a deficiency, will have 
to be met through supplemental appropriations. Taking this into 
consideration we still see a substantial reduction in administrative 
expenses. We do not, of course, have access to the detailed breakdown 
of where these funds are to be allocated, or upon which basis the 
reduced amount has been determined. We submit however, that if 
these reductions cause continuance of piling up of-medical and dental 
out-patient treatments for service-connected conditions, inability to 
adequately staff and run new hospitals, failure to provide changes or 
additions required in the older hospitals, the piling up of pending 
claims, especially of the dependents of those who have passed on and 
the impairment of contact service to veterans, especially in remote and 
outlying areas, we sincerely request this committee and Congress to 
reexamine the basis for the original estimates made by managers and 
operating services as against the reduced amount sent to this commit- 
tee by the Bureau of the Budget. Again, may we say that the Amer- 
ican Legion is not pleading for additional funds just to have more 
money. Our whole purpose is to assist in a realistic appraisal of the 
extent and ramifications of the job at hand, based upon the analysis 
and projections prepared by the officials doing the job under ‘the 
Administrator, who in turn is responsible to the President and Con- 
gress for Veterans’ Administration operations. 

Recently it was announced that 321 Veterans’ Administration offices 
throughout the country would be closed. This in the face of additional 
insurance and related problems arising from the hostilities in which 
this country has been engaged since last June. We have reason to 
believe that this wholesale closing down of these ousposts of the 
Veterans’ Administration Ww as done ‘by the Bureau of the Budget. The 
Administrator of Veterans’ Affairs, at his appearance before the na- 
tional rehabilitation conference of the American Legion on February 
28, 1951, stated that this number would be drastically amended. 
Under date of March 20, 1951, a statement was sent by the Adminis- 
trator to Members of Congress naming 72 offices that were to be closed 
this fiscal year, with a possibility of 90 more during the next fiscal 
year. The question naturally arises, Have sufficient funds been pro- 
vided for the continued operation of 249 offices originally scheduled 
for closing? We invite the committee’s careful ‘attention to this 
situation. 

Another phase of the VA program with which practicing service 
officers are deeply concerned is the backlog of out- -patient dental 
treatments. As of January 31, 1951, there were 45,404 veterans with 
service-connected disabilities who had been examined, found i in need 
of treatment, but treatment not yet authorized because there is not 
enough money. Remember all these conditions are service-connected. 
In addition, ‘there were 25,438 applicants for such treatment whose 
examinations had not yet been authorized, and 35,460 whose examina- 
tions had been authorized. Continued delay of repair of dental condi- 
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tions will, as can well be envisioned, result in more extensive and 
permanent damage. We plead for sufficient funds for the Depart- 
ment of Medicine and Surgery in the VA to wipe out this backlog 
of treatments as soon as possible, and to enable to keep current with 
this important treatment procedure during the coming fiscal year. 

May we now turn to something positive the American Legion is 
attempting in the interest of greater efficiency and economy in VA 
operations. Several times during the past 10 years questionnaire sur- 
veys have been conducted among our coworkers in the field. One 
currently underway now has brought back replies which may be 
summarized briefly in these recommendations: 

1. Combine the different units or offices of the VA in the same com- 
munity wherever possible under one management. 

2. Decentralize the adjudication of death and insurance claims to 
regional offices. 

3. Reduce the number of personnel in special services. 

4. Reduce the amount of paper work. 

5. Simplify and streamline the organizational set-up. 

> Eliminate district offices. 

. Regional and hospital managers to be given more latitude in 
exercising their judgment as to effici ‘lency and economy of operations. 

It is the purpose of the National Rehabilitation Commission to 
make these recommendations and supporting the data available to the 
Management Survey Agency now engaged in studying the VA organi- 
zational and procedur al set: -up. 

In conclusion, may we say again that not being equipped with all 
the details and reasoning back of the VA estimates for funds, and 
judging essentially the quality, promptitude, and extent of the essen- 
tial services rendered by the VA to veterans and other dependents, we 
respectfully submit for this committee’s consideration the following: 

1. More attention be paid to VA requirements for funds and per- 
sonnel as estimated by the Administrator of Veterans’ Affairs, his 
managers and operating services. 

2, Establishment of an arrangment between the VA, the Bureau of 
the Budget, and Congress whe reby VA needs may be more realistically 
appraised through cooperative effort between the three agencies. 

. The maintenance of mutual understanding as to VA needs with 
more power and latitude to the VA Administrator and VA budget 
director to equalize funds within total budget as needs may arise. 

4. A program and projection of staffing requirments over sufficient 
periods in advance to obviate sudden reductions in force and to em- 
ploy methods of gradual adjustment in reduction or recruitment as 
the workload may require. 

Thank you very much for your attention to these comments and 
suggestions. Our main purpose is to do our part in stabilizing and 
assuring the continuance of essential services to veterans and “their 
dependents ; and these to be administered economically and effectively 
by a single independent Federal agency as established by Congress. 
namely the Veterans’ Administration. 

Mr. THomas. Thank you very much. ‘That is a very fine statement. 
Thank you very much for coming by. 

Mr. Kraanet. Thank you, Mr. Chairman, and gentlemen of the 
committee. 
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Monpay, Marcu 26, 1951. 
Pustic Hovusine 
WITNESS 
LEO GOODMAN, SECRETARY, CIO HOUSING COMMITTEE 


‘Mr. Tuomas. The committee will please come to order. 

We have with us this morting Mr. Leo Goodman, secretary, CIO 
Council Housing Committee, who has devoted a lot of his time to the 
question of housing and we will be delighted to hear from him. 

Mr. GoopMan. Mr. Chairman, I appear before your committee in 
behalf of the subcommittee of the CLO Committee on Housing, in 
connection with the appropriation for the Federal Housing Agency. 

The CLO is in support of the various housing programs which have 
been enacted by the Rcncroen We are anxious to support the appro- 
priation for the maintenance of those programs. However, we are 
very sharply critical of the manner in which they have been admin- 
istered. 

I would like to briefly cover the reasons for our continuing support 
even in the defense period of the Administration’s housing program. 

I have just handed to you a set of tables which I have compiled 
from the 1950 Census of Housing, which has just been released by the 
United States Census Bureau. ‘These figures were taken in the survey 
made last April. There might be some revisions, that is, to a small 
extent, because of the developments since that time; but first of all I 
‘all the committee’s attention to table I, series HC-6, which shows 
the structural conditions of occupied substandard dwelling units 
throughout the country. I think the fact that we are in a defense 
period, entering a defense period 

Mr. Puiturres, These tables are not related only to public housing? 

Mr. GoopMaNn. No; this is a survey of soumsniiittie Teed. 

Mr. Pumps. Was this done by the Census Bureau in connection 
with its regular census, or was this under a special authorization ? 

Mr. GoopMan. This was done in connection with the regular census 
but it was under a special authorization by the Congress. 

I call the attention of the committee not only to the large number 
of substandard units shown in the first column, but particularly to 
the percentages of those shown in the second column to be in a dilapi- 
dated condition. And to those not dilapidated, shown in the last 
column on the right, and to the very substantial proportion that lack 
three or more facilities, such as plumbing facilities, hot water, flush 
toilets, and indoor bathing arrangements. 

It would seem, because of the substantial list, and the total census 
shows 21% million units that would fall under this category of dilapi- 
dation in stable, that we are approaching the present war effort with 
more of a backlog of need than we have had at any previous occasion. 

The second interesting table is table 5 on series HC—6, which shows 
the number of families that are paying given percentages for rent. 

The Federal Reserve Board recently made a study which shows that 
nationally the people of this country pay approximately 18 percent 
of their income, that is, the average national income, for rent. This 
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table shows the percentages of families in these communities who 
pay 35 percent or more, 25 percent or more, and 20 percent or more 
of their income for rent. If we just concentrate on the first column 
for a moment we would find there are an amazing percentage of 
families paying as much as 35 percent or more of their income for 
rent. If I were to take a major produtcion area—I will, for example, 
take Cleveland, Ohio, which as you note shows 10.3 percent of the 
families paying 35 percent or more of their income for rent; Detroit, 
Mich., which shows 11.5 percent are paying 35 percent or more for 
rent, and so on down the line, and the particular applicability of these: 
tables is that 

Mr. Puittirs (interposing). Are these figures inclusive, that is, 
does the 35 percent include those paying 25° percent or 20 percent ? 

Mr. GoopMan. Yes. 

Mr. Puiures. And visa versa ? 

Mr. GoopmMan. Not visa versa. 

Mr. Puitirs. Whichever way it would be. 

Mr. GoopMan. Yes; the lower figures include the higher. 

Mr. Puitiies. Would it not be helpful if we had another column 
showing the population of some of the communities ? 

Mr. GoopMaAn. These are percentage figures. 

Mr. Puiurs. Of these communities? 

Mr. GoopMAN. Yes; so that it would not matter on the percentages. 
But, the next table shows also the same data by income, and I think 
probably the more pertinent part of them is the bottom line which 
shows the income. 

I have taken the single column, 35 percent or more, and broken it 
down by income ranges and that shows a rather amazing concept. 

The line between $9,500 and more, and the $2,500 and less is vir- 
tually the dividing line for the families that have been required to 
pay at least 35 percent or more of their income for rent. That means 
that those families, that is, the low-income families, have to take from 
other items of their budget this substantial sum far exceeding, almost 
three times, what the national average is for proper shelter. 

And so we support a continuation of the public-housing program, 
not only to help reduce the number of housing units in the country 
that are substandard, but also to make it possible for the low-income 
families to secure adequate shelter within their ability to pay. 

And then the adjustment to the war effort, we find, that the identical 
problem is coming up in every war producing area and we are going 
into the war program at this time with a very substantial reduced 
number of national housing facilities for the low-income and lower 
paid war workers. 

For example, in Detroit, Mich., we find not only from newspaper 
figures and investigations of the tense situation that is developing, but 
I would like to submit for the record a series of comments by the. per- 
sonnel directors of the leading corporations in Detroit, Mich, as to 
the problem that they are having in securing adequate "personnel i in 
the face of the housing oe proven. 

For example, Mr. A. M. Jeffer, chief of personnel, Great Lakes Steel 





Corp., reported an average of three resignations a week because of 
inability of the employees to find family housing. 

Mr. E. A. Cheetham, employment supervisor of the Fisher Body Co., 
reports that at least 200 had resigned because of their inability to. 
secure accommodations for their families. 
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Mr. Oscar Ferree, director of personnel, Dodge truck division of the 
Chrysler Corp., anticipated an increasingly difficult problem in em- 
ployee housing with an abnormal] labor turn-over if adequate accomo- 
dations were not available. 

The director of personnel of the Chrysler motorcar division re- 
ported than an average of five resignations a week was attributed to 
difficulties of employees in finding housing. 

The branch manager of the Wyandotte office of the Michigan State 
Unemployement Compensation Commission pointed out that workers 
arriving im the area must find shelter in the semirural communities. 

Officials of the Civilian Personnel Section, Detroit Task Arsenal, 
reported that no rental units of any type were available in the vicinity 
of the plant. Mrs. Steckler, chief of the personnel welfare section, re- 
ported that recent ads for rentals had brought offerings of two fur- 
nished rooms, indicating an alarming situation in view of the fact that 
the arsenal was beginning a program to recruit 4,000 new workers. 

M. Pures. Housing units could be built under State programs or 
by local programs or by industry ; could they not ? 

Mr. GoopmMan. They could. 

Mr. Putures. Or by private builders. 

Mr. GoopMan. They could, with the exceptions we have found that 
in the low-income groups, which these tables show, that the clear 
dividing line is $2,500 and in the low-income groups they are not able 
to pay an economic rent sufficient to recapture the economic cost of 
houses built under the high construction period. 

And the fact is that they are not building for that group even if 
they could or should. 

Mr. Puiaiaes. When you say “they” you mean private builders? 

Mr. Goopman. Yes. Now, the other approach to the problem that 
confronts us which I would like to call to the attention of the committee 
is this: I notice in the announcement by the Senate Banking and 
Currency Committee last week, that section 405, which relates to the 
release of—— 

Mr. Puiuies. On what bill was that ? 

Mr. GoopMaAn. That is S. 349, which relates to the release of some 
land and improved sites for privately financed housing, provided that 
this was in an area where there are 12,000 temporary housing units 
and in which approximately 1,500 units of such temporary housing 
were unoccupied. 

That startled me, because just a few days before the committee in- 
serted that amendment I had received a telegram through Mr. Murray, 
president of the ClO from the president of the CIO council in the 
community to which this applies, which telegram stated: 

We urge you to use every means at your command to have housing units in 
the city of Richmond, Calif., opened to veterans and nonveterans alike, on the 
basis that the housing situation here is very critical. 

This man represents workers in the critical defense and mobilized 
industries of the west coast—Richmond, with its oil operation, the 
construction of shipping, and many other activities in the present 
Korean effort. 

Mr. Putters. Shipbuilding. 

Mr. Goopman. Shipbuilding also. The situation in this area is 
that units are being kept vacant, and I investigated and find that this 
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identical situation is one that we have over here in Baltimore next 
to the Bethlehem Steel plant, and with your permission I would like 
to read a letter in that regard. The letter is dated March 9, 1951, and 
is addressed to Mr. John Dobbs, Assistant Commissioner, Public 
Housing Administration, Washington, D. C., and reads: 

Dear Sir: It has been called to our attention that due to the regulations re- 
quiring exclusive reservation of housing units for GI's, there are more than sixty 
vacancies in three adjoining colored housing projects located about one mile 
from the vast Bethlehem Steel-Sparrows Point steel plant and shipyard. 

These projects—Sollers Homes, Turner Homes, and Ernest Lyons Homes— 
were built during World War II primarily for housing workers at the above- 
named plant, as well as the Glenn L. Martin and other nearby essential defense 
industries. 

Obviously, GI’s should have preferred status but since none are seeking rental 
at this time, this regulation should be set aside so as to provide adequate housing 
in close proximity to places of employment in defense plants. 

Will you please investigate this situation in the three mentioned projects as 
well as the probable existence of the same condition elsewhere in the Baltimore 
area and the Nation? 

It will be appreciated if you will inform us of whatever success you may have 
in correcting this evil situation. 

Yours very truly, 

The letter is signed Edwin B. Abbott, staff representative, U. S. A., 
CIO, District 8, 3600 Eastern Avenue, Baltimore 24, Md. 

This raises this problem of administering World War II Lanham 
Act housing. For some time our organization has been urging the 
sale and disposal of these units to present occupants. The Government 
could thereby recapture a large sum of money that could be used to 
finance Government activities in other areas of operation. Instead 
this agency is administering the property so as to hold on to some of 
it as long as “aaa But they are not doing a very good job of 
holding onto them. 

The Congress has had a number of investigations regarding these 
activities, and I would like to call the committee’s attention to the 
Third Intermediate Report of the Committee on Expenditures in 
Executive Departments, in House Report 1320, of the Eighty-first 
Congress, first session, and the final report of Subcommittee No. 2 
of the Committee on Banking and Currency, House Report 331. Both 
of those committees made extensive investigations of the problem of 
Government in housing, urging and recommending early disposal of 
this housing, and where possible with the privilege to the veterans of 
purchasing. 

Mr. Putiirrs. Where did you get the regulation they had to be 
confined to veterans 4 

Mr. Goopman. That was an amendment of the law of which Mr. 
Foley enacted by administrative regulation in the agency. 

Mr. Puiuuirs. The law calls for preferred treatment. 

Mr. Goopman. Preferred, that is correct. This is an illustration 
and an example as to why the Congress should not give to men like 
Mr. Foley the broad grant of powers in general sections of the statute. 

I would like to call your attention to another example of the abuse 
of power by the administrative agency. The Eighty-first Congress 
enacted Public Law 475, which was approved by the President on April 
20, 1950, less than a year ago, and in that Act the Congress included 
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a provision, which is known as title II, for the disposal of veterans’ 
housing. 

Rather extensive hearings were held on that legislation; it was 
extensively debated, and the Congress spent a great deal of time and 
effort and energy in the drafting and enactment of that provision. 

That section of the law has been set aside by Mr. Foley’s regulation 
on the ground that the Korean war effort might be hurt in some way, 
if the housing out in Oshkosh, or wherever it might be, in which some 
2,000,000 veterans are now living, were sold to the present occupants. 

I cannot for the life of me see how that could affect the Korean 
war effort one way or another. 

We have had some committees negotiating as long as 7 years trying 
to purchase the homes in which they live and they get nothing but the 
run-around from Mr. Foley’s agency. 

This committee, I am sure, is familiar with the tremendous sums of 
money—lI think it is something like $3,000,000 in 1 year’s budget— 
that went into the finance division for disposal, and yet not a single 
project of this type that our group has been negotiating on, some of 
them, as I say, for as long as 7 years, have they been able to con- 
clude the purchase of their own homes. 

I think it is just unconscionable that Mr. Foley is able to set aside 
an act of Congress just a few weeks after it was passed. 

Mr. Tuomas. He told the committee he was going to unfreeze the 
order very shortly. 

Mr. GoopMan. That is another example, Mr. Chairman, of the way 
in which Mr. Foley gets away with what he wants. He has been tell- 
ing the Congress in the housing field that he was going to unfreeze the 
credit regulations. Why he has to maintain credit regulations In 
areas of intensive need for defense housing is something I cannot 
understand. Where there are new plants, or expansions of old plants, 
for workers in them, they are not permitted to make housing arrange- 
ments of their own. I am talking now about private enterprise; i 
am not talking about the Government going in and building, but the 
the least that could be done would be to permit the workers on the 
atomic energy project on the Savannah River to proceed under the 
arrangement which Congress provided, to make their own terms under 
the law enacted by the Congress. Up to date, because of the credit 
regulations, that is not permitted. They have just made a small loop- 
hole in that particular act. But we have other areas, at Paducah, Ky., 
where they are building an atomic-energy plant; also where a plant is 
engaged in steel production, and in areas like Detroit, Mich., 20 miles 
out where Ford is building a new defense plant, where no arrangement 
is being made to assist the workers to get housing they are going to 
need. 

A similar situation exists in other places. In San Diego, as was tes- 
tified before the House and Senate committees, if there is no man- 
power, no weapons, Joe Stalin, and that is not the thing we want. If 
we are not able to make arrangements for our own housing, then we 
are going to have to come up for a Government program. But the 
least that could be done is to curtail the expenditures made by Mr. 
Foley’s agency in determining the need and continuation of this credit 
regulation. 
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I have one other item I would like to call to the committee’s atten- 
tion, and then I shall be through. Mr. Foley’s unit, through which all 
these activities are gradually “being corralled, has spent a great deal 
of money and energy which I think is improper. I would like to 

call this committee’s attention to Mr. Foley’s explanation in the hear- 
ings on the Housing Act that is now pending before the Banking and 
Currency Committee, regarding the expenditure of money by his press 
and information division for the writing of booklets which were 
appearing, at the request of Senator McCarthy, first in the form of 
books, and later on as a series of magazine articles which Mr. McCar- 
thy offered for sale to various publications and book-publishing 
industries. 

Incidentally, Mr. Foley’s office has financed a full-time staff man at 
the preparation of conferences at St. Louis, Mo., called by the mayor 
for the ballyhooing of his particular approach to the pending housing 
bill. 

I think these expenditures ought to be curtailed. I think that if 
anybody wants to sell a book on housing on the private market, he 
should write it himself and not on Government expenses, and that it 
should not be the kind of services that are provided gratuitously, free 
to anyone. 

Mr. Puitures. Was the book actually sold? 

Mr. GoopMan. The book publisher refused it. It was later trans- 
mitted to various magazines and they rejected a series of articles. It 
was later paid for out of Government funds by the Lustron Corp.; 
$10,000 of Federal Government money was paid for the booklet 
written by a Government agency. I think that there is just a little 
too much abuse of the function that is given to an administrator of 
these agencies. 

I would like to propose to the committee that one way of curtailing 
the expenditures of the Government in the housing field would be to 
check up on these two items. I have drafted a memorandum which 
I would like to hand to the chairman. 

Mr. Tuomas. If you will leave them with us that will be fine. 

Mr. Goopman. That would permit the disposal of Lanham Act proj- 
ect, some 117,000 units at the market price of approximately $3,000, 
which would provide $354,000,000. 

Next, approximately $2,000,000,000 in the portfolio of Fanny May 
and other groups, plus some $50,000,000 which could be sold on the 
private market, investment market, at this time at a profit 

Mr. Puiures. Are these all in industrial locations, or are some of 
them included in the agricultural camps that are not in that group? 

Mr. Goopman. I do not believe that very much of the total of ap- 
proximately 2.5 billion is in the agricultural camp group. But there 
would be included such units as the McLean Gardens, Fairlington, and 
other items listed. This source of fund could be used to pay out 
cost of many defense-housing programs. 

Mr. Tuomas. Thank you very much, Mr. Goodman. You certainly 
know your subject as well as any man dealing in the housing field. 
Your approach is right down the line and we are grateful to you for 
your appearance and for the information you have given to us. 

Mr. GoopMan. Thank you. 
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Pusiic Housine 
WITNESSES 


REV. THOMAS B. KEEHN, COUNCIL FOR SOCIAL ACTION, CONGREGA- 
TIONAL CHRISTIAN CHURCHES 

RT. REV. JOHN A. O’GRADY, NATIONAL CONFERENCE OF CATHOLIC 
CHARITIES 


Mr. Tuomas. We are glad to have our distinguished friend, Msgr. 
John A. O'Grady of the National Conference of Catholic Charities, 
with us. He is well and favorably known not only to this committee 
but to all Washington and most of the people back in our districts . 

Also, Rev. Thomas B. Keehn, Council for Social Action of the 
Congregation Christian Churches. 

Father O’Grady and Reverend Keehn, we are delighted to have you 
with us, and if you have any statements we will be glad to hear from 
either one or both of you. 

Monsignor O’Grapy. Mr. Chairman, I would appreciate very much 
if you would hear Reverend Keehn first. 

Mr. Tuomas. Very well. 

Reverend Krenn. If you wish I will be glad to proceed, but may I 
say that it is very unusual for anyone appearing with Father O’Grady 
to precede him because of his vast experience in this field. 

I shall be very brief and simple in my statement. I believe that 
it is really fair to say, and I believe Father O’Grady would agree 
with me, that the one thing on which the church groups, Protestant 
and Catholic, have agreed more unanimously than almost anything 
else in recent years, is the importance of the public housing program. 
We can trace back in the records of most of the Protestant denomina- 
tions and church agencies and statements of the Federal Council of 
Churches, which is an interdenominational body of Protestants, and 
find that these statements support public housing programs. 

We have been working, and very often with Catholic groups, and 
particularly with Father O’Grady, in expressing this concern, so it 
is not a fly-by-night thing that brings us here today, but rather a 
deep concern for this public housing program. 

Of course, our immediate interest is to say our bit about the present 
status of this program. While others are coming up in the field of 
housing development, and still others are coming up in support 
of the defense housing problem, it seems to us especially that it is 
within the responsibility of the church groups to keep right to the 
one and central point, the importance of the public housing program, 
because we simply do not want it to be lost sight of, and therefore 
we are especially anxious that this program, in the next fiscal year, 
shall not be seriously curtailed. 

Obviously there are changing circumstances which make for ad- 
justments and new types of housing programs, and new economic 
inflationary factors which of course enter into the social problems, 
but I believe after looking over the problem, we feel that a minimum 
of 75,000 units of public housing should be projected for the next 
fiscal year, and we believe that these housing units should be con- 
ceived as a part of the normal civilian supply for this kind of housing, 
that is, for those others for the low-income public housing. 
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While I would have to admit to a considerable degree of disap- 
pointment in the achievements of the Public Housing Agency thus far, 
nevertheless we believe that at least the corner has been turned and 
that within recent months there has been a real program, and has been 
actual development of a public housing program. 

There are many headaches in this kind of activity, because of ad- 
ministrative difficulties and other things surrounding such a pro- 
gram that deal with general economic conditions, but after looking 
over the record a bit it is our conviction, at least, that this program 
has definitely taken an upward turn and we would like to see the 
Agency given a chance to do the job in the year ahead which it can 
and should do. 

Those two points, the need for a minimum of 75,000 units in the 
next year, and the chance, giving another chance to the FHA to do 
the job which we think it can and should do are the two major points 
that I wanted to bring to you. 

Father O'Grady himself has had a great deal more experience than 
I have had and I am glad to give way to him now. 

Mr. Tuomas. Thank you very much, Reverend Keehn, for your 
statement. 

Reverend Krenn. Thank you. 

Mr. Tuomas. Father O'Grady, the committee will be delighted to 
hear you at this time. 

Monsignor O’Grapy. Mr. Chairman and members of the commit- 
tee, I am glad to be able to stand with the representative of the Na- 
‘tional Council of Churches and say what I have to say about our 
interest, our joint interest on behalf of all Christian churches in ye 
housing program. We have given a great deal of thought to it; 
Reverend Keehn has pointed out, this is not just a fly-by- night pr a. 
sition. We have made careful study of it throughout the years. We 
realize its limitations and its difficulties, I think, as well as anybody 
else. We have had many debates with real-estate groups about it. 
Last week in St. Louis we had a debate with the former president of 
the National Home Builders Association. 

From the beginning various religious organizations in the United 
States have been greatly interested in the public low-rent housing 
program. They have been committed to it because they have regarded 
it as the only means through which decent housing can be provided 
for low-income families with children. 

As Reverend Keehn has pointed out, I think we have debated many 
of these problems ourselves; the church goups have debated them 
among themselves, in an effort to find the common thinking on a thing 
that is common. Reverend Mr. Keehn and I and other leaders have 
tried to find the common thinking of the various church groups. 

They have all recognized that there is a sizable group of wage 

earners in this country that cannot pay the rents that private capital 
is compelled to ¢ ‘harge for housing that is suitable for family living. 

During the past 20 years the various religious denominations have 
joined with other groups in promoting congressional legislation for 
public low-rent housing. They lent their support to the Housing Act 
of 1937 and to the Housing Act of 1949, which among other things 
provided a Federal subsidy for 810,000 low-rent housing units to 
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be built at the rate of 135,000 units a year. In its recommendation 
to the Congress the administration has decided to cut the 135,000 units 
authorized for this year to 75,000 units. We would like to see the 
intent of Congress carried out in this matter. On the basis of observa- 
tions in the various cities we know that this number of units is needed 
to meet the shortage that is becoming more acute each day. 

It is evident to us at the present time that the number of public 
housing units envisaged by the Congress is needed not only to meet 
the needs of those who are rendered homeless by actual slum-clear- 
ance programs but also the very large number of families whose 
housing units have been demolished for the vast improvements that 
have been made in American cities during the past 5 years. 

You can go into any city and you will find whole blocks have been 
demolished. I have seen in St. Louis four blocks demolished under 
an improvement program needed for Anheuser-Busch. I have seen 
several blocks cut out, and destroyed by other improvement programs 
in the city of St. Louis. That is happening in every city in the 
United States, and a visit to any city in the United States will reveal 
the extent to which it is planning new speedways, new hospitals and 
medical centers, new schools, new industries, and additions to exist- 
ing industrial plants. These various improvements have brought 
about the demolition of large number of housing units with no plans 
for the rehousing of their occupants. It is true that a great number 
of these families have been able to buy their own homes but on the 
basis of such information as is available, it is safe to say that one- 
third of these families have been unable to buy their own homes and 
have been compelled to move into overcrowded housing units. 

There is another factor that has come to play an important role 
in the very tight housing situation that one finds in most of our 
cities, namely, the credit restrictions that were set up last October. 
We find a very large number of families who cannot meet the down 
payments required under the new credit controls. Many of them 
have been notified to vacate their homes during the past few months 
and they do not know where to turn for new housing accommodations. 
We have not yet felt the full impact of these credit controls on the 
housing shortage. We are bound to feel them more and more during 
the months ahead. 

Students of the housing situation today must evaluate it in its 
relationship to the entire defense program. They must recognize 
that we cannot expect to build during the next year the same number 
of housing units as were built last year. Our best estimate is that 
the number of units built during the next year will be reduced from 
1,300,000 units to approximately 800,000. But of these 800,000 units 
a fair proportion should be assigned to the lowest true wage-earning 
groups. This would mean a minimum of 75,000 units. The latest 
information indicates that the Public Housing Administration can 
build more than this number during the next vear but the number 
certainly should not be less than 75,000. 

When the Housing Act of 1949 was first passed we looked ahead to 
the construction of large numbers of public housing units during the 
year immediately following. We have been somewhat disappointed at 
the limited number of units already built or under construction. We 
were inclined to compare its possibilities with the vast volume con- 
structed under private enterprise for higher income groups. As we 
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have studied the situation, however, we have learned that neither the 
Public Housing Administration nor the local housing authorities were 
geared to a program of this size. Their personnel was depleted. They 
had not built any public housing units for almost 10 years. 

During the past few months we have noticed a considerable improve- 
ment in the program and we are hoping through the interest and par- 
ticipation of all groups concerned to accelerate the movement for the 
building of public low-rent housing. We hope to keep emphasizing 
that the cities cannot really afford to go ahead with any continuing 
programs for public improvements, including urban redevelopment, 
without adequate plans for rehousing those families whose homes are 
demolished as a result of these programs. Improvements of this kind 
that fail to reckon with their impact on the housing situation are bound 
to cause tension in our cities. They are bound to bring about unrest 
among the families that cannot find housing accommodations. 

I think the situation is becoming very, very tense, as I have noticed 
it more and more in the cities. We hope that the redevelopment pro- 
gram will fit into this housing program in the preparation of sites 
for new housing developments and in improvements of all sorts that 
have been contemplated by our cities. I do not mean merely redevel- 
opment, but in schools, in medical centers, in speedways, and all im- 
provements of that kind which are bound to have a serious impact on 
the housing situation and are bound to cause serious tensions in our 
cities, if some plans are not made for housing families who have been 
compelled to vocate because of the demolition of their homes. 

Mr. Tuomas. That is a very fine statement Monsignor O’Grady, and 
we thank you gentlemen immensely. 
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